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The Basic Premise

ended to ensure
/ of providing

are a major governmental
narkets and energy
d to foot the costs for this

ent that energy markets must look at
ymically efficient way of achieving these
e most efficient energy markets are still

ply not acceptable to assume the current

et structure design and Rules are able to deliver
e most efficient outcomes under such massive
Interventions

But this aspect has not been tested by the AEMC — it
has merely addressed those aspects that they see are

affected




The AEMC View! o ISSUES

Issue, arbitrage
sues ignhored

Short falls are possible

Not an issue, except market
settings

Not an issue

Bilateral negotiations are not
sufficient

Congestion is an issue

Not enough flexibility, risk
with price caps and RoLR

Retailing

8

Financing new energy investment Not an issue, except GFC




The AENME e

S and XRET

ue so NEMMCo needs
e short term contracting of
tter DSP

ateral contracting for connecting
eration needs to be modified

ongestion is expected and needs to be

-regional TUoS cost allocation needs adjustment
Retall price caps need to go, or be modified
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/ventions

eration replacing coal
network assets

termittent generation
gmentation to the gas and

on gas and electricity networks causing
on

onomic and thermal efficiencies

je potential between gas and electricity increasing,
/hen gas supply is insufficient it is always the same
ge) consumers who are constrained off

~ Locational signals for new generation being further
watered down

All these add significantly to the assomated costs and

risk incurred by consumers N —— -




New risks to be faced

N provided by
ated market costs

ould increase, citing one
for the next 8 years

eased reliance on gas will
t to catastrophic failures in gas

atility in gas and electricity will increase,
premiums (or retailer exits) to manage these

supply is more at risk — already there is concern
ergy only market providing good signals and these
will increase

NEM and VicGas markets are still comparatively illiquid, and
e increased risks will reduce liquidity further

~ What happens to the (increased) network costs if large
consumers are driven to leave (eg Nyrstar), self generate (eg
BlueScope) or increase imports/reduce local productlon (many

companies) — this is economically inefficient




Relianii/ s anissiie

on reliability
Id [work] but

of Investments are driven
assessment is based on
lew and forecast of the future

ance in the SA market does not
investment is certain — compare this

significant within day short term shortages

eration mix might not provide enough standby
5 commercial incentives for standby plant might
oresent

IS on the cusp of too low [increasing VoLL increases

~ They assume that if demand elasticity and new technology
can be forecast far enough out, the market will adapt




Whiere arie thie approcchesiie

Encolrage:::

n in overall
emission per

details (separate report just

ve Trader powers, implying a need
e WEM

ugmentation over DSP

straint on generator location will increase

ilers are already withdrawing from markets due to the high

s (eg SA market), but risks are likely to increase




TThe MEU IS VeR/CoRncCEIEd

e current markets are
2cts will be needed.

empt to indicate the cost

g CPRS and xRET, but clearly
Identified in their review, above
or CPRS and xRET

/e indicated gas prices have been
e and therefore discourage gas firing

ted increases Iin associated costs are akin to
orm of energy input tax

AEMC accepts there will be greater risks but does
ot assess the impact or the resultant costs

Reliability of supply is at risk

The AEMC review must advise MCE of
these Increases In costs and risks, and of

the reduction in reliability




