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Submission on Snowy CSP/CSC Trial 
 
SPI Australia (“TXU”) is pleased to submit our views and comments on the proposed 
Snowy CSP/CSC Trial code changes. 
 
Although we support the concepts underlying the CSP/CSC proposal, we do not believe 
the Trial as proposed is likely to increase competition in the NEM, and therefore should 
not be endorsed by the ACCC in its current form.  A credible modification to the proposal 
that allows the benefits sought by Snowy as well as increasing competition has been 
developed, and this should be pursued. 
 
The Snowy proposal is not a Trial of the CSP/CSC framework 
 
TXU support the CSP/CSC proposal developed by CRA as a means of dealing with many 
of the Network boundary and intra-regional constraint problems that plague the NEM. 
 
In the version of the scheme initially put forward by CRA, the technique was developed 
for use in instances where radial intra-regional network constraints commonly bind, 
including those involving single interconnectors.  Despite these promising developments, 
CRA were careful to point out that their proposal had not been developed to be applicable 
for situations in which Network loop flows existed.  
 
The Snowy Region is a complex part of the National Electricity Network, and contains 
two interconnectors and a network loop.  As such, CRA’s proposal cannot be applied in 



 

this region without modification.  We believe it is important to be clear that the Snowy 
approach is not an implementation of the CSP/CSC proposal – and that any anti-
competitive outcomes that result from the Trial do not bring the CSP/CSC approach into 
disrepute. 
  
Snowy proposal does not increase competition in several key areas of the NEM 
 
Snowy have argued that the implementation of their proposal will increase competition in 
the NEM, by firming up their ability to compete in the NSW market. 
 
While we do not dispute this claim by Snowy, we do not believe it illustrates the full 
impacts on competition that this proposal will have.  
 
Severe limitations exist on spot market access to NSW by other generators when the 
Murray price is below the Victorian price. 
 
Under the current market design, in situations when the overall flow direction is from a 
lower priced Victoria to a higher priced NSW, problems associated with the complex loop 
network configuration in the Snowy region (illustrated below) can result in Victorian 
generators being excluded from competeing in NSW.  This occurs when the Murray node 
price is low (ie. When Murray Generators offer low prices) compared to the Victorian 
price.  Under these conditions an efficient dispatch outcome is for a negative settlement 
residue to accumulate on the Vic to Snowy interconnector.  Current procedures force 
NEMMCO to block northerly flows on the Vic to Snowy link in order to remove these 
efficient negative settlement residues.  Unfortunately this removes the ability of Vic and 
SA generators to compete in NSW. 
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A solution is required to this loop flow issue that allows full use of the Transmission 
network by allowing efficient negative residue flows. 
 
Until this issue is dealt with the potential competition improvements available from the 
Trial proposal will not be available to the market  - and therefore no competition 
improvements will be achieved from this change. 
 
Modifications to the Snowy Proposal to increase NEM competition 
 
Several proposals were put forward during the NECA consultation process to deal with 
the loop flow issue, thereby modifying the Trial proposal into a form that would meet the 
ACCC requirements for enhancing competition. 
 
In our view the most effective methodology for addressing this problem it the one put 
forward by the “Collective” of southern generators.  This proposal suggested an 
enhancement to the Snowy proposal that would include the Vic to Snowy interconnector 
in the modified settlement arrangements.  Under this proposal positive residues from the 
Snowy to NSW interconnector would fund any negative settlement residues occurring on 
the Vic to Snowy interconnector.  Work presented in the Collectives submission showed 
mathematically that the positive residues would always be sufficient to fund any negative 
residues. 
 
This proposal has the following key advantages: 
 

• It allows for optimal dispatch on the looped network elements, without requiring 
NEMMCO to artificially constrain inter-regional flow, and allowing full Network 
utilisation; 

 
• Settlement residue units could be purchased with some confidence by Southern 

Generators allowing them to contract in NSW, thereby increasing competition in 
the NSW contract market, and; 

 
• Benefits claimed by Snowy in the current proposal will be achieved without 

inaccurate pricing through constraint re-orientation. 
 
TXU sees this modification as superior to the modification involving re-orientation of the 
Dederang to Murray constraint equation advocated by some as a patch to the loop flow 
issue.  The re-orientation proposal results in Murray generators achieving an incorrect, 
higher, Victorian price and is inconsistent with the code concept of regional reference 
node pricing. 
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Our recommendations 
 
The Snowy Trial as currently proposed is not likely to increase competition in the NEM, 
and therefore should not be endorsed by the ACCC in its current form. 
 
Modifications to the proposal put forward by the “Collective” during the NECA 
consultation process, which effectively deal with the anti-competitive effects of the loop 
flow issue, and allow the competition benefits available from the Snowy proposal to be 
unlocked should be implemented. 
 
Due to the complexity of this matter, and its potential to significantly impact on the 
competitiveness of the NEM, we request a meeting with ACCC staff to ensure that our 
position is fully understood by the Commission, and to work out how best to progress 
with our proposed solution.   
 
In order to arrange such a meeting, please contact me on (03) 8628 1130. 
 
Yours sincerely 
 
 
Mark Frewin 
Regulatory Manager 
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