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Management Company Limited
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Sydney

9 March 2006

Dr John Tamblyn

Chairman

Australian Energy Market Commission
PO Box H166

Ausfralia Square NSW 1215

Dear John

Submission on Draft National Electricity Amendment {System Restart Anciliary
Services and pricing under market suspension) Rule 2006

Thank you for the opportunity to make this submission on the Commission’s draft
Determination and draft Rule which changes the arrangements of the standards applying to,
the procurement of, and payment for System Restart Ancillary Services (SRAS) and which
clarifies NEMMCO's responsibilities in relation to pricing under market suspension. Apart
from some minor drafting comments on the Rules in the attachment 2 NEMMCO is
supportive on the pricing under market suspension proposals,

NEMMCO accepts it is the Commission’s consideration that a competitive market in SRAS is
more likely to develop under a new procurement process. NEMMCO believes the draft
Determination would be improved by:

« clarifying if there is to be any means to manage prices if competition is slow fo emerge
or is limited by access;

clarifying the role of the SRAS obijective and the Reliability Panel;

improving the transparency of the processes through information and consultation:

¢ reviewing discrepancies between the draft determination and the draft Rule; and

reviewing a number of drafting issues (see Attachment 2).

The attached submission (Attachment 1) confirms NEMMCO’s understanding from ocur
meeting of 15 February and provides further detail on the above.

NEMMCO would be pleased if you could have these matters considered by the Commission.
For further details, please do not hesitate to contact Stuart James (ph: 03 9648 8802).

Yours sincerely

@)’u;m e gﬁﬁ/’(oj~gﬁw 3

Brian Spalding
Chief Operating Officer

Enc.

Carlingford Office Mansfietd Office Melbourne Office Syduney Office

P Box 3175 PO Box 2516 Level 12 Level 22, Norwich House
Telopea MNSW 2117 Mansfield QLD 4122 13 Wiiliam Street 6-10 O Connell Strect
Tel:  (02)8838 5100 Tel:  (07) 3347 3100 Melbourne VIC 3000 Svdney NSW 2000
Fax:  (02) 8838 5200 Fax:  (07) 3347 3200 Tel:  {03) 9648 8777 Tek (0235239 9199

Fax:  {03)9648 8778 Fax:  (02) 9233 1965
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Attachment 1: SUBMISSION

ostimplications.

NEMMCO's original proposal sought to clarify a number of aspects of the existing acquisition
process. This was intended to overcome a number of difficulties that NEMMCO has
experienced where tenders were assessed to be non-competitive, particularly where the
amount of service tendered was greater than required by the standard or where the price
being offered was (in NEMMCO’s opinion) excessive when benchmarked against estimates
of the cost of providing the service plus a commercial margin.

NEMMCO notes the Energy Retailers Association of Australia’s {(ERAA) concern that prices
for SRAS do not increase, despite the Commission’s observation of the relative size of the
SRAS market. In contrast, the draft determination implies in a number of areas that prices
paid by NEMMCO for SRAS may be too low to encourage new enfrants in the iong term.
NEMMCO understands that the Commission does not wish NEMMCO fo exercise any
discretion on the acceptability of any prices tendered by potential service providers. The
Commission may wish fo clarify if there is to be any means to manage prices in an
environment where competitive outcomes may take a substantial time to develop or may be
limited by access.

Based on previous tenders, NEMMCO believes there is potential for the short term total price
paid for SRAS to be several times the current annual total of $13 million. The Commission
should also note that with new contracts expected to be for up to 6 years, the time taken for
long-term benefits to appear may be considerable.

In response to the ERAA’s concern about increasing prices, the Commission considered that
the draft Rule should allow NEMMCO “to extract better value for money in the provision of
SRAS". The draft also enables NEMMCO to enter into bilateral SRAS contracts where these
represent better value for money than the competitive market.

The national electricity market objective (NEM objective) is expressed in terms of investment
in and use of electricity services. NEMMCO would appreciate it if the Commission could
elaborate on the ‘value for money’ concept in light of the NEM objective as this will assist
NEMMCO in interpreting the proposed requirement on NEMMCO in the procurement of long
term bilateral contracts.

Bilateral SRAS contracts

There are two matters relating to bilateral SRAS contracts that NEMMCO would like to raise:

» There is a lack of detail in both the draft Determination and the draft Rule on the
circumstances in which long-term bilateral SRAS contracts are appropriately used.
NEMMCO understands the Commission intends that NEMMCO would enter into such
contracts if it has not been able to meet the standard following the normal tendering
process — clarification of this matter would be appreciated.
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. The Draft Rules indicate at clause 3.11.5(m)(3) that the bilateral SRAS contract should
be “consistent with the system restart standard”. NEMMCO believes that it would be
more appropriate to have consistency tied to the SRAS assessment guidelines [clause
3.11.4A(e)] instead. In the absence of such a change it would appear that the
requirements for modelling, testing and other analysis might not apply to bilateral
SRAS contracts, but with the suggested change, both the assessment guidelines and
the standard (via the guidelines) would apply.

The draft determination states that the SRAS objective should provide guidance for both the
Reliability Panel and NEMMCO in their responsibilities regarding SRAS, however, the draft
Rule does not apply the SRAS objective to the Reliability Panel's deliberations. NEMMCO's
understanding of the difference between the two documents is shown in Figure 1.

Figure 1 — Application of SRAS objective in Draft Determination and Draft Rule

Draft Determination Draft Rule
SRAS Objective SRAS Objective
SRAS Procurement Objectives SRAS Procurement Objectives
Reliability Panel Relfiability Panel
Systemn Restart Standards System Restart Standards
Time Time
Refability Reliabiily
Sub-networks Sub-networks
Diversity Diversity
Lecation Location
Y A\
NEMMCO NEMMCO
Guidelines Guidelines
Description Description
Assessmenl Rules consultation Assessment Rules consultation
Quantily procedures Quantity procedures.

Procurement

Electrical sub-networks

Electrical sub-networks

Procurement

The nature of the SRAS objective seems appropriate, but NEMMCO questions whether the
draft Determination and draft Rules seek to apply this objective in the most effective manner.
Depending on the nature of the analysis that is expected to be applied to demonstrate
consistency of NEMMCO’s procurement practices with the SRAS objective, the informational
requirements for such analysis may be very difficult o meet.
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Specifically, NEMMCO would appreciate clarification of whether the analysis to be applied to
the application of the SRAS objective is to be quantitative (if conventional benefit cost
analysis is to apply} or merely qualitative.

If benefit cost analysis principles are to apply to NEMMCOQ's procurement process', any
assessment of the "economic costs of a major supply disruption' requires (at a minimum) the
following information:

« assessment of the probability of a major supply disruption;

» assessment of the magnitude (MWs interrupted and for how long) of the major supply
disruption; and

¢ assessment of the value of interrupted MWhs,

Only when these parameters have been determined is it possible fo balance the costs of
disruption against the "cost of supplying SRAS". However, none of these parameters are
straightforward to assess:

+ What probability of major supply disruption should apply? The size of the sample
for assessing major supply disruption probabilities (where a restart capable service is
necessary) is very small’.

» is there some generic level of disruption that should be applied? The amount of
MWs interrupted and for how long will be a function of the location, combination and
dependability of restart services deployed and the nature of the cause of the
disruption.

¢ Is some generic average value of interrupted load appropriate? The value of
MWhs interrupted will be a function of the time of day or year and the nature of the
load.

If the SRAS objective was to apply to NEMMCO's tender assessment process, NEMMCO
would appreciate further guidance as to the level of analysis required — to avoid potential
confusion in the future, consideration may need to be given to including such guidance in the
Rules. NEMMCO would also appreciate clarification of the distinction to be made between
the "cost of supplying SRAS" and the price to be paid for SRAS.

The AEMC’s Draft Determination seems to draw heavily on the recommendations of the Firecone Report,
which states “the optimum level of SRAS should be determined for distinct sub-networks, based on
information on both expected outage costs and the expected performance of SRAS” [p.10.]. NEMMCO
interprets the Firecone statement as requiring relatively detailed benefit cost analysis.

There have been numerous major events where substantial portions of State systems suffered major
disruption. Even where disruption is wide-spread, restoration can {and often does) proceed via energisation of
the affected area from neighbouring surviving electrical istands, rather than necessarily relying on deployment
of "black start” services.
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Further, depending upon the depth of economic analysis intended, the Reliability Panel may
have some difficulty in varying the system restart standard for economic or technical reasons
— as foreshadowed by proposed Draft Rule 8.8.1(aa)(1). If strict benefit cost analysis
principles were to apply®, the Reliability Panel would need to know the cost of services that
would be used to meet any given standard, yet the standard needs to be set in advance of
NEMMCO tendering for SRAS and hence the most appropriate service to meet that standard
{and its cost) cannot be known at the time the standard is set.

In NEMMCO’s view, the preferred way of implementing the proposed SRAS objective would
be to have it apply directly to the Reliability Panel’s deliberations on the elements of the
system restart standard®, with broad public benefit analysis principles perhaps being used by
the Panel as a way of assessing options for alternative forms of the standard. The SRAS
objective would then apply indirectly to NEMMCO via the sysfem restart standard.

NEMMCO's proposed application of the SRAS objective is shown in Figure 2.

Figure 2 - Proposed application of the SRAS objective

Reliability Panet NEMMCC L
Guidelines
System Restart Standards Description
L. Time Assessment
SRAS Objective - Reliability - Quantity
SRAS Procurement Chjectives o Sub-networks Electrical sub-networks
Diversily
L ocation Procurement
Bitateral SRAS Contract

3

Consultation as
appropriate

on standard to apply equally across the NEM.

NEMMCO accepts that a common standard applying equally across the NEM is a desirable
approach. However, the Draft Rules provide for a form of variation that NEMMCO believes
may be difficult for the Reliability Panel to apply. The relevant clause reads as follows:

{aa) The system restart standard must:

{1}  appiy equally across all regions, but the Reliability Panel may vary the system
restart standard hetween electrical sub-networks to the extent necessary:

(A} toreflect any technical system limitations or requirements; or

(B} if the benefits of adopting the system restart sfandard would be outweighed
by the costs of implementing such a standard;

®  NEMMCO notes the Firecone report statement that “the Reliability Panel to determine the optimum

procurement of SRAS within sub-networks” — the suggestion being that some form of robust benefit cost
analysis should apply.

A standard that incorporates each of the features identified within the AEMC’s proposed Rule
clause 8.8.1(aa).
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it is technically difficult for the standard to both:
o apply equally across all regions — as required by the "must”; and

¢ vary between sub-networks — as facilitated by the "may”.

Transparency of process and market informatio

The current acquisition process is not compatible with release of extensive market
information to date. Consequently, NEMMCQ did not propose any additional market
information beyond publishing aggregated amounts and costs. The Commission will be
aware that all existing tenders and contracts are confidential and cannot be disclosed by
NEMMCO.

With the adoption of a competitive market model, NEMMCO suggests that more extensive
market information, similar in scope to the spot market, should be published. As a transitional
measure, the Commission may also wish to consider what additional market information
should be published on existing SRAS contracts as a means to bring forward the anticipated
benefits of the competitive market approach.

of the dispute process

Notwithstanding the comment on p.43 (point 11) of the Draft Determination that
“unreasonable terms and conditions should not be grounds for dispute”, there is nothing in
the proposed Rules to give effect to that principle. As NEMMCO understands it, the intention
is to rule out disputes on “price” rather than ruling out dispute on any “unreasonable” term or
condition.

“Rule drafting issues

Attachmemnt 2 details some technical Rules drafting matters that the AEMC may wish fo
consider.
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DRAFT RULE

Attachment 2: RULE DRAFTING ISSUES

[Please note there are embedded comments in this document that should be read in
conjunction with marked changes.]

1] Clause 3.11.3

Omit clause 3.11.3 and substitute:

[Note the new 3.11.3 is the current Rule 3.11.4 with cross referencing changes)

3.11.3 Acquisition of non-market ancillary services

(a)

(b

(c)

NEMMCO must use reasonable endeavours to acquire the-following
non-market ancillary services in accordance with the remaining
relevant provisions of this clause 3.11:

A S and

(B—svsiem-rastart:

The requirements for services to give NEMMCO the capability to do
the things referred to it in clause 3.11.3(a) must be met in the
following ways:

(1) by NEMMCO setting minimum standards wiich-that are to be

dealt with in Registered Participanis’ connection agreements
for technical performance service; or

(2) by NEMMCQO acquiring ancillary services in accordance with
this clause 3.11 or giving a direction in accordance with
clause 4.8.9.

NEMMCO must make and publish a set of minimum technical
ancillary service standards that must be met by all Registered
Participants who have entered into a connection agreement.

L({i:}-wi\;x@%-imJ€;(JH3%&}HH%{'H1(‘1'-"4:]3{2‘--HH'-H-IIHHH?‘x’—t’f'tﬁﬂiﬁﬂ1"-~1*H"Ht‘f#ﬁfft‘—.“ft,’f¥?{f‘ti

(de)

{eh)

stamdards-from-time-to-time:

NEMMCO must comply with the Rules consultation procedures
when making or-amending-the minimum technical ancillary service
standards.

In setting er—amending—minimum fechnical ancillary service
standards, NEMMCO must:

(1) take into account the provisions of connection agreements
existing at the time of setting eramending-such standards;

(2) ensure that proposed minimum technical ancillary service
standards do not impose more onercus material obligations on

|

1
A

Comment [e1]: Non-market
anciflary services are already
defined as such.

1

Comment [e23: ‘Which™ is
better used in non-restrictive
clauses.

|

1”

i
S

Comment [e3]: The meaning
of this is unclear

)

1 Comment [e4]: Section 20 of

Schedule 2 of the National
Electricity Law states that a power
to make an instrument includes a
power to amend or repeal it
Clause 1.7.1 of the Rules extends
its application to the Rules.
Therefore, the explicit inclusion of
a power 10 amend is not necessary.




DRAFT RULE

(2]

(gD

(h#)

(it)

(kD)

parties to existing connection agreements, as a whole, than are
imposed by such existing connection agreements,

(3) take into account and minimise the additional costs overall
that may arise from proposed minimum technical ancillary
service standards for parties to existing conmection
agreements, as a whole; and

(4) take into account the obligations imposed on parties to
connection agreements by Chapter 5 and any appiicable
derogation-therete,

The minimum technical ancillary service standards are not intended
to, nor are to be read or construed as having the effect of:

(1) altering any term of a connection agreement,

(2) altering the contractual rights or obligations of any of the
parties under a comnection agreement as between those
partics; or

(3) relieving the parties under any such connection agreement of
their contractual obligations under such agreement or
obligations under Chapter 5.

An amendment to the minimum technical ancillary service
standards must not take effect until at least 30 days after the
publication of the report required under the Rules comsultation
proceduresin3H-34e. _

NEMMCQ is not responsible for payment to a Registered
Participant for services whieh—mustto be provided by that
Registered Participant under a connection agreement or under
clause 4.9.2(b).

A Network Service Provider must advise NEMMCO of all ancillary
services or similar services fo be provided by a Regisiered
Participant under a connection agreement to which it is a party.

NEMMCQO may instruct a Registered Participant to provide a
service agreed to be provided under a connection agreement of a
kind described in clause 3.11.3(b) and any Registered Participant so
instructed must use reasonable endeavours to comply with any such
instruction.

Clause 3.11.4

Omit clause 3.11.4 and substitute:
[Note the new rule 3.11.4 is the existing rule 3.11.3 with appropriate changes 10 limit it to NCAS)

Il
...t Comment {e5]: Expression

)

-1 Comment [e6]: Refercnce to

!\ this clause is superfluous.

)




DRAFT RULE

3114 Procedure for determining quantities of network control
ancillary services

{a) NEMMCO must develop and publish a detailed description of each

service must enable NFEATALCO to control the real or reactive ponver
Hov into orout of a fransmission penwork in order to;

(1) maintain the ransmission neovork within is current, voliaee.
or stability limits following a credible contingency eveni: or

(23 _enhance the value of spoi market trading in conjunction with
the central dispatch process.

(b) NEMMCO must develop and publish a procedure for determining
the quantities of each kind of network control ancillary service
required for NEMMCO:

(1Y to achieve the power system security and reliability standards;
and

(2} where practicable to enhance network transfer capability
whilst still maintaining a secure operating state when, in
NEMMCO's reasonable opinion, the resultant expected
increase in network control ancillary service costs will not

exceed the resultant expected increase in-benefits—oftrade

from the value of spoi market trading.

L NEMMEO-may-amend-the-deseription-developed-under-this-clause
F-bedfrom-time-lo-time:

(de) NEMMCQO must comply with the Rules consultation procedures
when making er-amending-descriptions or procedures under this
clause 3.11.4.

[3] Clauses 3.11.4A, 3.11.4B and 3.11.4C
After clause 3.11.4 insert:

3.11.4A Guidelines and objectives for acguisition of system restart
ancillary services

{a) The objective for system restart ancillary services is to minimise the
expected economic costs of a major supply disruption, taking into
account the cost of supplying SRAS, consistent with the NEM
objective (the "SRAS objective).

(b) NEMMCO must use reasonable endeavours to acquire system restart
ancillary services in accordance with the relevant provisions of this
clause 3.11.4A.

(%]

| Comment [e7]: This
expression 1§ not sufficiently
certain,

LSRR




DRAFT RULE

(c)

(d)

(e)

(f)

e NCAIE G iy -ane ned-th

Each of the guidelines and SRAS description which-NEMMCQ is
required to develop and publish in accordance with this clause
3.11.4A must:

(1)  be consistent with the SRAS objective;
(2) bedesigned to ensure the system restart standard is met; and

(3) be designed to ensure that the need for system restart ancillary
services in each electrical sub-network is met, to the extent
that it is practicable and reasonable to do so, by NEMMCO
entering into ancillary services agreements for the provision
of primary restart services,

(referred to collectively as the "SRAS procurement objectives').

NEMMC(O must develop and publish a detailed description of each
type of spstem restart ancillary service in accordance with the
guidelines determined by the Reliabilify Panel in accordance with
clause 8.8.3(aa)(3), which description must identify:

(1} whether the system restart anciilary service is a primary
restart sepvice Or a secondary restart service;

{2) the technical and availability requirements of each type of
system restart ancillary service; and

(3) any other matter considered relevant by NEMMCQO,
(the "SRAS description’).

NEMMCO must develop and publish guidelines for undertaking:

(1) modelling and assessiment of the technical capabilities of
system resiart ancillary services proposed to be submitted as
part of a SRAS expression of interest or in response to a NMAS
invitation to tender,

(2) physical testing of system restart ancillary services being
submitted as part of a SRAS expression of interest or in
response to a NMAS invitation to tender; and

(3) any other analysis which NEMMCOQO considers appropriate,

to demonstrate there is a reasonable degree of certainty that a facility
is capable of delivering the relevant system restart ancillary service
if required to do so (the "SRAS assessment guidelines'),

NEMMCO must develop and publish guidelines for establishing the
number, type and location of systemt restart ancillary services
required to be procured for each electrical sub-network consistent
with the system restart standard determined by the Reliability Panel
{the "SRAS quantity guidelines'),

: SwessIent-gridetinerthe-SRAES
epitetriiv-gridedinesand-the-S~ I? deseripion-from-tme-lo-Hme:




DRAFT RULE

(pk) NEMMCO must comply with the Rules consultation procedures
when making er-amending-the SRAS assessment guidelines, the

SRAS guantity guidelines and the SRAS description.

3.11.4B Determination of electrical sub-network boundaries

3.11.4C Transitional provision for acquisition of non-market ancillary

(4]

For the purpose of acquiring system restart ancillary services and

determining and implementing the system restart plan, the sewkerpower
susfem is to be divided into electrical sub-networks. The boundaries of the

electrical sub-networks are to be determined from time to time by

NEMMCQO in accordance with the guidelines determined by the Reliability

Panel under clause 8.8.3(aa}(4). NEMMCO must follow the Rules
consultation procedures iwhen determining electrical sub-networks.

services

(a) All actions taken by NEMMCQO or any Rules body prior to the
commencement of this clause 3.11.4C (the "NMAS commencement
date') in anticipation of the NMAS commencement date are deemed
to-be-valid as at the NMAS commencement date to the extent that
those actions were taken prior to the NMAS commencement date so
far as practicable in accordance with the relevant provisions of the
Rules (as though the relevant provisions of the Rules were in force

at the time that the action was taken).

(b)Y If NEMMCO has entered into an ancillary services agreement o
acquire non-market ancillary services from a person prior to the
NMAS commencement date (an "existing NMAS confract’), then .
NEMMCO may continue to acquire such won-marker ancillary
services from that person under the existing NMAS contract and
may extend the period of the existing NMAS contract for such

period as NEMMCO and that person reasonably determine.

(c) Until the Reliability Panel has determined a system restart standard
under clause 8.8.3{a)(1a), NEMMCO must develop and publish-and
mayx—{rom—time—to—time—amend; a System restart standard which
willio apply as an interim standard until sueh-timeas-the Reliability

Panel develops and publishes a final system restart standard.

Clause 3,115

Omit clause 3.11.5 and substitute:

Comment {e8]: NEMMCO

does not divide the market into
{ electrical sub-networks, but the
{ power systen:.

'

P Commant [e9]: This does not

i appear to be the coorreot use of the
concept of ‘deeming’.

t Comment [e10]: The clause is |
¢ already predicated on the first par,
i not necessary 1o add the “then’.




DRAFT RULE

3.11.5 Tender process for non-market ancillary services

{a)

(b)

Except as provided in clauses 3.11.5(n) and 4.8.9, if NEMMCO
wishes to acquire a non-market ancillary service, then-NEMMCO
must call for offers in accordance with the NMAS render
guidelines from persons who are in a position to provide the #on-
market ancillary service so as to have the required effect ata
connection to a transmission network.

NEMMCO must determine and publish the NMAS tender
guidelines. Separate NMAS tender guidelines may be prepared in
respect of network control ancillary services and system restart
ancillary services. The NMAS tender guidelines must contain the
following:

(H a requirement for NEMMCO ta call for NMAS
expressions of interest before issuing an NMAS
invitation (o tender in relation to any required non-
market ancillary services;

(2) any requirement for persons submitting an NAAS
expression of interest 10 have the relevant facility tested
in accordance with the NMAS assessment guidelines;

(3 any requirement for a Network Service Provider or
other Registered Participant to assist a prospective
tenderer in identifying and, if possible, resolving issues
that would prevent the delivery of effective system
restart ancillary services proposed by a prospective
tenderer;

(4 the time frames over which NEMMCQ's assessment of
NMAS tenders and physical testing of selected non-
market ancillary services will occur;

(5) the period for which each non-market ancillary service
would be contracted;

(6) any requirement for tenderers fo provide data, models
and parameters of relevant plant, sufficient to facilitate
a thorough assessment of the nefwork impacts and
power station impacts of the use of the relevant non-
market ancillary service,

(7 the minimum terms and conditions of the ancillary
services agreement successful tenderers would be
expected to enter into with NEMMCO,

(8) the principles whieh-NEMMCO must adopt in assessing
NMAS tenders; and

.| Comment {e11]: This term is -
not defined. Do you mean the
NMAS teader guidelines™?
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(€)

(d)

(e)

(9 any other matter considered appropriate by NEMMCO.

NEMME Omayv-amend-the AALISender-guidelives-from-time-te
ame--NEMMCO must comply with the Rules consultation

procedures when making eramending-the NMAS tender

guidelines.

A Registered Participant is not under any obligation to submit an
NMAS tender in response to an NMAS invitation to tender.

NEMMCO is not under any obligation to accept the lowest priced
NMAS tender or any NMAS tender in response to an NMAS
invitation lo tender.

(fy A Network Service Provider must:

(g)

(h)

@

0

(H) negotiate in good faith with prospective tenderers in
respect of issues which-the NMAS render guidelines
require prospective tenderers to discuss and, if possible,
resolve with Nertwork Service Providers; and

(2) participate in, or facilitate, testing of a system restart
ancillary service whieh-is-required by the NMAS tender
guidelines where it is reasonable and practicable to do
so, and when participating in or facilitating such
activities, the Network Service Provider will be entitled
to recover from the relevant prospective tenderer all
reasonable costs incurred by the Network Service
Provider and for such purposes the activities of the
Network Service Provider will be treated as excluded
services.

Where a Registered Participant submiis a NMAS tender in
response {0 a NMAS invitation to tender and NEMMCQ wishes to
negotiate an aspect of that NMAS render, then-NEMMCO and the
Registered Participant must negotiate in good faith concerning
that aspect.

Subject to clause 3.11.5(1), NEMMCO must not acquire non-
market ancillary services from any person who is not a Registered
Farticipant.

NEMMCO may enter into an agreement to acquire non-market
ancillary services with a person who is not a Registered
Participant if that agreement includes a condition for the benefit
of NEMMCQO that no ancillary services will be provided under the
agreement until that person becomes a Registered Participant,

H NEMMCQO calls for offers under clause 3.11.5(a) in respect of a
kind of non market ancillary service, hen- NEMMCO must notify
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Registered Participanits when it believes that it has available,
under ancillary services agreements, a sufficient quantity of that
kind of non market ancillary service (as determined by applying
the pracedure developed under clause 3.11 .4 or clause 3.11.4A(f)
(whichever is relevant)).

Comment [e12]: Clause
3. LAAL) refers to guidelines, not

18 procedure.
(k) Within 5 business days of NEMMCO giving a notice under clause
3.11.5(), NEMMCO must publish the total quantity of each kind
of non market ancillary service acquired by NEMMCO pursumnt
tounder ancillary services agreements under this clause 3.11.5.
0] A Registered Participant must comply with an ancillary services
agreement between the Registered Participant and NEMMCO
under which the Registered Participant provides one or more
non-market ancillary services.
(m) NEMMCQO may acquire a system restart ancillary service under
an ancillary services agreement (a "bilateral SRAS contract”) . | Comment [e13]: Aliof
entered into with a Registered Participant without following the ’ 2’;’:?:";52;33;&1;‘;1" I
NMAS tender process where: E better tenin 1 describe these longer
I term conracls?
(1) in NEMMCO's opinion, acting reasonably, the bilateral

SRAS contract would provide better value for moeney
than could be obtained through the tender process being
conducted under the NMAS tender guidelines at the
time the bilateral SRAS contract is entered into;

(2) the period of the bilateral SRAS contract is for a longer
period than the period of the contracts being offered by
NEMMCQ in accordance with the tender process being
conducted under the NMAS tender guidelines at the
time the bilateral SRAS contract is entered into; and

(3) the bilateral SRAS contract is consistent with the sysrem
restart standard,
(n) Any dispute concerning any aspect of an ancillary services

agreement or a tender conducted by NEMMCO for the acquisition
of non-market ancillary services must be dealt with in accordance
with clause 8.2.

[5] Clause 3.14.5

Omit clause 3.14.5 and substitute:

3.14.5 Pricing during market suspension

(a) I NEMMCQO declares that the spof market is suspended-then, as far
as NEMMCQO considers it practically and reasonably possible, the
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(®)

(c)

(d)

(e)

(H

procedures for PASA, dispatch and spot price and ancillary service
price determination are to be followed in accordance with the
previsions—of-the Rules, subject to the application of this clause
3.14.5.

The spot price and the ancillary service price during a trading
interval for which NEMMCQO has declared the spot market to be
suspended is to be determined by NEMMCO in accordance with this
clause 3.14.5.

Subject to clauses 3.14.5(d), {g) and (j), if the spor market is
suspended in a region, then—dispaich and the determination of spor
prices and ancillary service prices in the region where the spot
market is suspended are to continue in accordance with clauses 3.8
and 3.9.

If at any time on or during suspension of the spot market in a

region:

(1) in NEMMCO's reasonable opinion it is not possible to
continue dispatch and the determination of spof prices
in the suspended region in accordance with clauses 3.8
and 3.9;

(2) the suspended region is connected by an unconstrained
interconnector to another region;

(3) the dispatch and determination of spot prices and
ancillary service prices in the other region is continuing
in accordance with clauses 3.8 and 3.9; and

{4 local market ancillary service requirements do not
apply in the suspended region,

thea-NEMMCO must;

(5) determine the spof price in the suspended region in
accordance with clause 3.14.5(e); and

(6) continue to determine anciflary service prices in the
suspended region in accordance with clauses 3.8 and
3.9.

In the circumstances described in clause 3.14.5(d) the spot price is
to be determined by application of an appropriate inter-regional loss
factor to the spot price in the adjacent region referred to in clause
3.14.5(d}2), such infer-regional loss factor being determined by
NEMMCQO in accordance with the—srineiples-in-clause 3.6.2A and
the actual flows on the relevant unconsirained interconnectors.

If the spot price in the suspended region is being determined in
accordance with clause 3.15.4(e), the spof price must continue to be
determined in accordance with that clause until the earlier of:

{1 the time that the spor market is no longer suspended in
the regiomn; and
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(2) the time that the spot price in the region is required to
be determined in accordance with either clause 3.14.5(g)
or clause 3.14.5(}).

{g) 1If at any time en—er—during suspension of the spot marker in a

region:

{1 either:

{(A) dispaich and the determination of spot prices
and ancillary service prices is being effected
in accordance with clauses 3.8 and 3.9; or

(B) the spo! prices and ancillary service prices in
the suspended region are being determined in
accordance with clause 3.14.5(e);

(2) in NEMMCQO' reasonable opinion it is no longer
practical to continue dispaich and the determination of
spot prices and ancillary service prices in the suspended
region in accordance with the clanses under which
dispaitch, spot prices and ancillary service prices are
currently being determined; and

(3) in NEMMCO’s reasonable opinion a current pre-
dispatch schedule exists in respect of the suspended
region,

ihen-NEMMCO must determine the spof prices and ancillary
service prices in the suspended region in accordance with clause
3.14.5¢h).

(h) In the circumstances described in clause 3.14.5(g), the spof prices
and ancillary service prices in the suspended region are set at
NEMMCO's forecast regional reference price and ancillary service
prices determined in accordance with the most recently published
pre~dispatch schedule if it is still current.

(i) If the spot prices and ancillary service prices in the suspended
region are being determined in accordance with clouse 3.15.4(h)},
they must continue to be determined in accordance with that clause
untii the earlier of:

(1 the fime that the spof market is no longer suspended in
the relevant region; and

(2) the time that the spor prices or the ancillary service
prices (as the case may be) in the suspended region are
determined in accordance with clause 3.14.5(3).

(3} If at any time on or during suspension of the spot market in a
region:

() either:
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stating that this applies al any time,
the use of the “on” would appear
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(k)

M

(m)

{(A) dispatch and the determination of spot prices
and ancillary service prices is being effected
in accordance ~-—-with clauses 3.8 and 3.9;
or

(B) the spot prices and ancillary service prices in

the suspended region are being determined
in accordance with either clause 3.14.5(e) or
clause 3.14.5(h); and

) in NEMMCO's reasonable opinion it is no longer
practical to set the spot prices and ancillary service
prices in the suspended region in accordance with either
clauses 3.8, 3.9, 3.14.5(e} or 3.14.5(h} (as the case may
be),

then-NEMMCO must set the spot prices and ancillary service prices
in the suspended region at the prices set out in the relevant markes
suspension pricing schedule developed and published in accordance
with clause 3.14.5(1).

If the spot prices and ancillary service prices in the suspended
region are being determined in accordance with clause 3.15.4(3),
they must continue to be determined in accordance with that clause
until the spot market is no longer suspended in that region.

NEMMCO must:

(1) develop in accordance with the Rules consultation
procedures a methodology to be used by NEMMCO
("estimated price methodology") to prepare and update
schedules containing reasonable estimates of typical
market prices during the periods to which the schedules
relate ("estimated price schedules™);

{2) develop and update estimated price schedules in
accordance with the estimated prices methodology and
whiehthal set out NEMMCO's reasonable estimate of
typical market prices during periods in which the spor
market is suspended; and

(2) publish the estimated price methodology promptly after
it has been developed and publish the estimated price
schedule at least {4 days prior to the first day to which
the schedule relates.

If a spot price is set in accordance with clause 3.14.5{(g) or clause
3.14.5(7) at a regional reference node (“suspension node™), spot
prices at all other regional reference nodes comnected by an
interconnector that has an actual flow towards the suspension node
must not exceed the spot price in the suspended region multiplied
by the average loss factor between that regional reference node and
the suspension node for that trading interval. NEMMCO must use
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reasonable endeavours to ensure that any adjustments required to
regional reference prices so that they do not exceed the limits set by
this clause 3.14.5(m) are finalised as soon as practicable but in any
event by no later than one business day following the day on which
the spot market! in the region ceased to be suspended.

{(n) NEMMCO must calculate the average loss factor applicable o
clause 3.14.5(m) by reference to the inter-regional loss factor
equations relating to the relevant regulated interconnecior.

[6] Clause 4.2.6(e)
Omit clause 4.2.6(e) and substitute:

(e) Sufficient system restart ancillary services should be available in
accordance with the system restart standard so as to allow the
restoration of power system security and any necessary restarting
of generating units following a major supply disruption.

[7] Clause 4.3.1
Omit clause 4.3.1(p) and substitute:

(p) to procure adequate system restart ancillary services in
accordance with clause 3.11.4A to enable NEMMCO to co-
ordinate a response to a major supply disruption;

[8] Clause 4.8.3
Omit clause 4.8.3(b) and substitute;

{b) Without limitation, such circumstances may include:

N electricity supply capacity shortfall, being a condition
where there are insufficient generation or supply
options available to securely supply the total load in a
region;

2) unexpected disruption of power system security, which
may occur when:

i an unanticipated major power system or
generation plant contingency event 0CCUrs; or

12
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(i) significant environmental or similar
conditions, including weather, storms or fires,
are likely to, or are affecting, the power
system; or

3 amajor supply disruption.

9] Clause 4.8.12
Omit clause 4.8.12 and substitute:

4.8.12 System restart plan and local black system procedures

(a)

{b)
(©)

(d)

(e)

NEMMCO must prepare-and-may-from-time-io-fime-amend: a
system restart plan for the purpose of managing and coordinating
system restoration activities during any major supply disruption.

The system restart plan is confidential information.

The systent restart plan must be consistent with the system restart
standard.

Each Generator and Network Service Provider must develop
local black system procedures in accordance with the guidelines
established h-aceordanee-withunder clause 4.8,12(e). A
Generator's or MewketNetwork Service Provider's local black
system procedures must be consistent with any ancillary services
agreement 10 provide system restar! ancillary services to which
that Generator or Mavket-Network Service Provider is a party.
On request from NEMMCQO, or as a result of a significant change
of circumstances, a Generator or Network Service Provider must
review, and amend if appropriate, its local black system
procedures.

Subiect to clause 4.8.12(f), NEMMCO must develop and publish;
and-may-from-timeto-time-amend: guidelines for the preparation
of local black system procedures in consultation with Generators
and Network Service Providers.

(f) Local black system procedures must;

(H provide sufficient information to enablec NEMMCO to
understand the likely condition and capabilities of plant
following any major supply disruption such that
NEMMCO is able to effectively coordinate the safe
implementation of the system restart plan; and
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()

()

(@

)

(2) appropriately incorporate any relevant energy support
arrangements to which a Generator or Network Service
Provider may be party.

Each Generator and Network Service Provider must submit its
local black system procedures, including any amendments to
those procedures, to NEMMCO for approval. In considering
whether to approve feealbiacl-ststem-procedmresa-anendments
te-suehproceduresthese, NEMMCO will take inio account the
consistency of the local black system procedures with:

{(H the guidelines established in accordance with clause
4.8.12(e); and

2) relevant components of the system restart plan.

NEMMCQO may request amendments to local black system
procedures, including, without limitation, imposing conditions in
respect of any energy support arvangement as NEMMCO
reascnably considers necessary to ensure the integrity of the
system restart plan. When requesting amendments to the local
black system procedures, NEMMC(Q must provide reasons for
those requested amendments.

Requests by NEMMCO for amendments under clause 4.8.12(h)
must be by notice in writing to a Generator or Network Service
Provider. Reasonable requests by NEMMCO for amendments
under clause 4.8.12(h) must be complied with by a Generator or
Network Service Provider.

NEMMCO and Network Service Providers must jointly develop
communication protocols to facilitate the exchange of all
information relevant to the roles played by NEMMCO, Network
Service Providers, Generators and Customers in the
implementation of the system restart plan.

Clause 4.8.13

Omit clause 4.8.13.

Clause 4.8.14

Omit clause 4.8.14 and substitute:

Power system restoration

(a)

NEMMCO must notify a Registered Participani if, in
NEMMCQ's reasonable opinion, there is a major supply
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disruption wehich-thal is affecting, or swhieh-may affect, that
Registered Participant.

(b) If NEMMCO advises a Generator or Network Service Provider of

a major supply disruption, or if the terms of the relevant local
black system procedures require the Generator or Network

Service Provider to lake action, then-the Generaror or Network

Service Provider must comply with the requirements of the local

Black system procedures as quickly as it is reasonably able to
comply.

() Where in NEMMCO's reasonable opinion the sysiem restart plan
cannot be implemented to effectively ameliorate the actual power

system conditions created by a major supply disruption,
NEMMCO may adapt or vary the system restart plan as it

considers reasonably necessary to suit those actual power system

conditions.

{(d) If there is a major supply disruption, a Generator or Network
Service Provider must comply with NEMMCO's directions or
cleanse 4.8 9 nstrnctions, respectively, under clause 4.8.9
regarding the restoration of the power system.

{e) If there is a major supply disruption, a Market Customer must
comply with NEMMCO's directions under clause 4.8.9 with
respect to the timing and magnitude of load restoration.

[12] Clause 8.8.1
After clause 8.8.1(a)(1) insert:

(la) on the advice of NEMMCO determine the system restart standard,

[13] Clause 8.8.3
After clause 8.8.3(a)(1) insert:

(1a) the system restart standard,

[14] Clause 8.8.3(aa)
After clause 8.8.3(a) insert:

(aa) The system restart standard must:
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(1)

&)

[15] Clause 8.8.3(b)

apply equally across all regions, but the Reliability
Panel may vary the system restart standard between
electrical sub-networks to the extent necessary:

(A) to reflect any technical system limitations or
requirements; or

(B) if the benefits of adopting the system restart
standard would be outweighed by the costs of
implementing such a standard;

identify the maximum amount of time within which

system restart ancillary services are required to restore [ Comment [e15}: 1tis not clear ‘;
Service toa pa]'ﬁcufar level; B : as to which service is being
‘ o Tt et oo ) [rcfcrredm.

include guidelines on the required reliability of primary
restart services and secondary restart services;

include guidelines to be followed by NEMMCO in
determining elecirical sub-networks, including in
relatton-to-determining the appropriate number of
electrical sub-networks and the characteristics required
within an electrical sub-network {(such as the amount of
generation or load, or electrical distance between
prers-ofgenerorsgoneration centres, within an
electrical sub-network);

include guidelines specifying the diversity and strategic
focations required of primary restart services and
secondary restart services;

Omit clause 8.8.3(b) and substitute:

(b)

At least once each calendar vear and at such other times
as the AEMC may request, the Reliability Panel must
conduct a review of the performanse-ob-thesnarkes-in
terms-elreliability of the power system, the power
system security and reliability standards, the system
restart standard, the guidelines referred to in clause
8.8.1{a)(3) and the policies and guidelines referred to in
clause 8.8.1{a)(4) in accordance with this clause 8.8.3.

[16] Chapter 10 - New definitions
In Chapter 10 insert the following new definitions in alphabetical order:

bilateral SRAS contract
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Has the meaning given in clause 3.11.5(m).
electrical sub-network

A part of the national grid determined by NEMMCO under clause 3.11.4B
in-aceordanee-with-the-guidelines-determined-by-the-Reffobility- Pl under
elavse-S- 83 (aad )

energy support arrangement

A contractual arrangement between ABEMAMEG-a Generator or Nenwork
Service Provider, on the one hand. and a customer or participating
Jurisdiction, on ke other. under which facilities not subject to an ancillary
services agreement for the provision of SR4S are used to assist supplv to a

custemers generally in the perticipating furisdiction. as the case may be.

existing NMAS contract
Has the meaning given in clause 3.11.4C(b)
major supply disruption

The unplanned absence of voltage on a part of the transmission system-
affecting one or more power stations.

NEM objective

Has the meaning given in section 7 of the National Electricity Law.
NMAS commencement date

Has the meaning set out in clause 3.11.4C(a).

NMAS invitation to tender

In respect of non-market ancillary services, a document issued by
NEMMCO calling for NMAS renders in accordance with clause 3.11.5(a).

NMAS tender
An offer submitted by a person in response to an NMAS invitation to tender.
NMAS tender guidelines

The guidelines determined in accordance with clause 3.11.5(b)-which-may
comprise-separate-cuidehnestnrespest-of:

) hefirark-controlanetlar-services-and

y———westen restart-wicillaryservices,

. Comme;xt {e16]: Thisisa

substantive provision and should
be in the subsiance of the Rule not
in the definilion.

Comment [el7]; NEMMCO
does not enter inte such
arrangements.,

P
Comment [e18): The reference

to ‘participating jurisdiction’
above makes this sentence appear
incomplete if it only refers to a
‘customes”.

.

Comment [e193: This appears
o be superfluons and repetitive.
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primary restart service

A system restart ancillary service that meets the technical and availability
requirements of a primary restart service specified by NEMMCO under
clause 3.11.4A(d}-ir-accordance-with-the-guidelines-determined-by-the
Reliabititv-Panel-underelause-$:83faai5).

secondary restart service

A system restart ancillary service that meets the technical and availability
requirements of a secondary restart service specified by NEMMCO under
clause 3.11.4A(d)-inaccardanee-with-the-guidelines-determined-bv-the
Redierbifitv-Laneinder-ywith-elause-&83(aa)3).

SRAS assessment guidelines

The guidelines determined and published by NEMMCO in accordance with
clause 3.11.4A{e).

SRAS description
Has the meaning given in clause 3.11.4A(d).
SRAS expression of interest

The response to a call by NEMMCQ in accordance with clause 3.11.5, for
expressions of interest to provide system restart ancillary services.

SRAS abjective

The objective set out in clause 3.11.4A(a).
SRAS procurement objectives

The objectives set out in clause 3.11.4A(c).
SRAS quantity guidelines

The guidelines developed and published by NEMMCO in accordance with
clause 3.11.4A(f).

suspended region means a region in which the spot market is suspended in
accordance with clause 3.14.3(a).

system restart ancillary service or SRAS

A service provided by facilities with black start capability whieh-that
allows:

{(a) energy to be supplied; and

(b) a conmection to be established,

18
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[17]

sufficient to restart large generating units following a major supply
disruption,

system restart plan
The plan described in clause 4.8.12(a).
system restar! standard

Until it is replaced, the interim standard as determined by NEMAMCQ in
accordance with clause 3.11.4C(c), and thereafter its replacement being the
standard as determined by the Reliability Panel in accordance with clause
8.8.3(a)(1a), for the acquisition of system restart ancillary services.

Chapter 10 —- Deleted definitions

Delete the following definitions:

(18]

black start-up facilities

system restart

Chapter 10 — Replaced definitions

Delete the current corresponding definitions and replace them with the following
definitions:

black start capability

A capahbility which-that allows a generating unit, following its
disconnection from the power system, to be able to deliver electricity to
either:

(a) its connection point; or

{b) a suitable point in the rerwork from which supply can be made
available to other generating units,

without taking supply from any part of the power system following
disconnection.

black system

The absence of voltage on all or a significant part of the transmission
system or within a region during a major supply disruption affecting a
significant number of customers.

Jucilities

19
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A generic term associated with the apparatus, equipment, buildings and
necessary associated supporting resources provided at, typically:

(a) a power station or generaling unit;
{b) a substation or power station switchyard,
{c) a control centre (being a NEMMCO control centre, or a

distribution or transmission network control cenire);
(d) facilities providing an exit service.
netwark control ancillary services or NCAS
A service identified in clause 3.11.4(a)which-provides-NAMAEC Oavith-a
eapabilibe-to-control-the-real-orreactive- pervar flov-into-or-out-ofa

Frets s onFre e orfe-tr-ordertos

{af AR the frasstission-Hepror hir s erreRi-votigre or
stabilin-limits-following-a-credible-contingeney-evert-or

ehhanee-thevaineobspor-morkertrading in-conjunction-with-the
cortral-dispatei-process:

(B}

non-market ancillary services
Network control ancillary services and system restart ancillary services.
power system security and reliability standards

The standards (other than the system restart standard) governing power
systenm securify and reliability of the power system to be approved by the
Reliability Panel on the advice of NEMMCQ, but which may include but
are not limited to standards for the frequency of the power system in
operation, contingency capacity reserves {(including guidelines for assessing
requirements), short term capacity reserves and medium term capacity
reserves,

20




	Ltr JTamblin AE SRAS Sub to AEMC 090306.pdf
	SRAS Sub to AEMC 9 Mar 2006 Rules.pdf

