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Code Change Panel

Demand-side participation

Proactive demand-side participation can add value to the broader market through:

· direct participation in the energy market as a demand-side bid, independent customer price responsiveness as a wholesale market participant or under a retail tariff arrangement;

· provision of ancillary services, for example, for frequency or voltage control, under contract to NEMMCO or through competitive bidding under the likely revised ancillary service arrangements; and

· network services, for example, for localised voltage control and peak or contingency load management.

NECA has therefore launched an initiative to encourage demand-side participation.  The recently published report of the task force into the security of electricity supply in Victoria also drew attention to the scope of demand-side participation to help meet future electricity needs.

Accurate and timely forecasts are essential to allow end-use customers, who wish to do so, to participate in the market and to provide a firm and reliable basis for that participation.  As a contribution to NECA’s broader initiative, therefore, this consultation paper invites comments on draft changes to the Code to:

· improve the accuracy of demand forecasts; and

· make the arrangements for demand-side bidding, which already exist in the Code, more attractive to end-use customers.

Improving demand forecasts
The Panel sought comments in February on Code changes put forward by Hazelwood Power intended to enable NEMMCO to improve its demand forecasting.   Written comments were received from NEMMCO, Energex Ltd, TransGrid, the SECV Trader, National Retailers Forum and TXU Trading.  Copies of those comments are attached.  NECA also held a seminar to discuss the draft changes.  No clear view emerged from that consultation.  TXU Trading supported the proposal but recommended a number of enhancements to address perceived implementation issues.  Energex also raised a number of policy and implementation issues, including in particular the right of a customer to respond to market signals at will and the potential for notices to be lodged so late as to be meaningless.  The National Retailers’ Forum, SECV Trader and TransGrid expressed concern that the proposal as framed could stifle market development and demand-side activity.  NEMMCO argued that there had not been adequate consideration of alternative approaches and that the proposals required further development before they could be implemented. 

The Panel would now welcome comments on revised draft changes that build on those put forward by Hazelwood Power but would:

· require participants with controllable loads above a threshold of 30MW to register those loads with NEMMCO.  The requirement to register would apply only to load that participants anticipate is likely to be switched in response to system balancing requirements or deliberately in response to prices.  Load which changes randomly in response to production processes would not need to be registered.  NEMMCO would be required to use the Code consultation procedures to develop arrangements for registering those demands; and

· require participants to use load control notices to inform NEMMCO in advance of proposed switching of registered demand.  Participants would be able to issue or revise load control notices right up to real time, in the same way as generators may currently rebid supply.  This is intended to ensure that proposed switches are included in the pre-despatch forecast.  Only aggregated, regional level information would, however, be published as part of that forecast.

NEMMCO will need to modify its forecasting software in order to allow it to incorporate this information.  The Panel recognises that such modifications will need to be very carefully handled in order to preserve the consistency of those forecasts which are critically dependant on previous market history.

The framework for demand-side bidding
The Code already includes provision for direct demand-side bidding.  It is, however, very rarely if ever used.  A key disincentive to its use as perceived by end-use customers is the current requirement for absolute symmetry between the rules governing the supply and demand-side of the market.  Active participation even by major end-use customers is, however, generally a secondary concern; for the supply side, on the other hand, it is a primary consideration.  The attached draft Code changes, on which the Panel would welcome comments, seek to address that and other perceived disincentives by restructuring the arrangements for demand-side bidding in order to:

· improve the attractiveness of registration as a scheduled load;

· address the sanctions on market customers for non-conformance by scheduled loads;

· enable NEMMCO to apply constraints or a default despatch bid to manage non-conformance by scheduled loads on the participant’s behalf; and

· increase flexibility for load wishing to switch between scheduled and unscheduled status.

Switching decisions would be at the discretion of the relevant Code participant and revision notices would be lodged dynamically to update changing decisions.  Only aggregated data would, however, be published.

Invitation to comment
The Panel would welcome views on whether the proposed improvements to demand forecasting are likely to result in more accurate and reliable forecasts and in particular whether:

· loads are sufficiently controllable to allow the proposed refinements to provide genuine improvements to the information available to the market; and

· the arrangements would damage the ability of the demand-side to respond to short-term prices.

The Panel would also welcome comments on whether the refinements to the demand-side bidding arrangements will make those arrangements genuinely more attractive to end-use customers.

Irene Lee
Stephen Kelly
Alan Moran

Member
Chairman
Member

September 2000
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Improved load forecasting

Summary of draft Code changes

The following provides a brief summary of the proposed changes that have been made to the Code:

Clause
Comment

3.8.4A(a)
A new clause has been inserted to provide for a commencement date in which the load forecasting code changes will come into operation.  This date is termed 'controlled load commencement date' and will be determined by NEMMCO.

3.8.4A(b)
A new clause has been inserted to require NEMMCO to develop criteria for determining when a load should be categorised and registered as a controlled load, in what circumstances a controlled load may be exempt from registration and the procedure for lodging a single control load notice for a controlled load which is distributed over one connection point.

3.8.4A(c)
A new clause has been inserted to require NEMMCO to develop software which allows for the information in load control notices to be used in determining the load forecast and the pre-despatch and short term PASA processes.

3.8.4A(d)
A new clause has been inserted to require Market Customers and Network Service Providers to register all controlled loads which fit within the criteria developed by NEMMCO.  Registration is required so that NEMMCO is provided with standing information about each controlled load.

3.8.4A(e)
A new clause has been inserted to allow NEMMCO to provide exemptions from the requirement to register a controlled load in certain circumstances.

3.8.4A(f)
A new clause has been inserted to require Market Customers and Network Service Providers to provide an estimate of the MW for each trading interval for the previous 2 years.  This data is required for existing loads to enable NEMMCO to adjust the history file used by the neural network load forecaster.  

3.8.4A(g)
A new clause has been inserted to require Market Customers and Network Service Providers to submit a load control notice to NEMMCO prior to taking control action.  The load control notice must specify the information and be submitted within the timeframe, specified in schedule 3.6.

3.8.4A(h)
A new clause has been inserted to provide exemption from the requirement to submit a load control notice when the control action is an involuntary action by the market customer or network service provider and not necessary as a consequence of an instruction by NEMMCO.

3.8.4A(i)
A new clause has been inserted to allow Market Customers and Network Service Providers to vary or rebid their load control notice in the event of changing circumstances.  The new clause also provides requirements for such variations.

3.8.4A(j)
A new clause has been inserted to require NEMMCO to take into account the information contained in a load control notice when determining the load forecast, pre-despatch schedule and the short term PASA.

3.8.4A(k)
A new clause has been inserted to ensure that the information contained in the load control notice is treated as confidential.

3.8.4A(l)
A new clause has been inserted to require NEMMCO to publish aggregated information from all the current load control notices within each region.  Only aggregated quantities of MW will be published to ensure the individual information in each load control notice remains confidential.

3.7.3(d)(1)(ii)
This clause has been amended in order to require NEMMCO to take into consideration applicable load control notices when preparing the short term PASA inputs.

3.13.8(a)(6)
A new clause inserted to require NEMMCO to publish the aggregate quantities of load which are referred to in load control notices for each Region on a daily basis.

Schedule 3.6
A new schedule has been inserted specifying the requirements for load control notices.  This schedule sets out the information that must be contained in the load control notice and how that information must be presented.

Chapter 10 Definitions
A new definition of 'Controlled Load' has been inserted.  Briefly, a controlled load has been defined to include any group of loads collectively or individually which total more than 30MW, which have not been registered as scheduled loads, NEMMCO determines that they may be capable of operating as a group of loads, and NEMMCO determines that they fall within the criteria developed for determining in what circumstances a load should be categorised and registered as a controlled load pursuant to 3.8.4A(b)(i).


A new definition of 'Controlled Load Commencement Date' has been inserted.  The controlled load commencement date is defined as having the meaning given in clause 3.8.4A(a), that being, the date which NEMMCO declares that the load forecasting Code change clauses commence operation.


A new definition has been inserted for 'Control Action'.  A control action is defined as a deliberate action(s) to increase or decrease the energy consumed by a controlled load by not less than 30MW in any trading interval.


A new definition of 'Default Dispatch Inflexibility Profile' has been inserted.  A default dispatch inflexibility profile is defined as a profile containing the information identified in 3.8.19(h), that being, its MW capacity and time related inflexibilities within a trading interval.  The default dispatch inflexibility profile must be lodged no later than 24 hours prior to the trading interval in which it reasonably expects the scheduled load to be inflexible.


A new definition of 'Load Control Notice' has been inserted.  A load control notice has been defined as a notice provided in accordance with clause 3.8.4A(g), specifying the information set out in schedule 3.6.

National Electricity Code Administrator

September 2000
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Improved load forecasting 

Draft Code changes

Chapter 3

3.8.4A
Controlled Load

(a) NEMMCO must declare and publish a date upon which clauses 3.8.4A, 3.7.2(d)(3) and 3.7.3(e)(5) will commence operation, such date not being earlier than 90 days from the date of the declaration.  The commencement date will be referred to as the controlled load commencement date.
(b) NEMMCO must develop criteria, in consultation with Code Participants in accordance with the Code consultation procedures, to determine:

(i)
the Market Customer or Network Service Provider with principal control of a controlled load; 

(ii)
in what circumstances a collection or group of loads must be categorised and registered as a controlled load; 

(iii) in what circumstances a controlled load may be exempt from registration; and

(iv) the procedure for lodging a single load control notice for a controlled load which is distributed over more than one connection point and such procedure must be consistent with the requirements of schedule 3.6.

(c) NEMMCO must, establish and maintain software to enable relevant information contained in load control notices to be collected, assessed and used in determining the load forecast, the pre-dispatch schedule and the short term PASA for the purposes of clause 3.8.4A(k).

(d) A Market Customer and Network Service Provider must register with NEMMCO all controlled loads it controls within the criteria developed in accordance with clause 3.8.4A(b)(i) and provide such information as reasonably required by NEMMCO for the purposes of such registration. 

(e) Notwithstanding clause 3.8.4A(d), NEMMCO may exempt a Market Customer or Network Service Provider from the requirement to register a controlled load in accordance with the criteria developed in accordance with clause 3.8.4A(b)(ii).

(f) Market Customers and Network Service Providers must, by the controlled load commencement date, for each controlled load under its control, provide to NEMMCO an estimate of the MW consumed by the controlled load for each trading interval for the previous two years or for such shorter period as a collection or group of loads have been a controlled load.

(g) 
The Market Customer or Network Service Provider with principle control of a controlled load, as determined in accordance with the criteria developed pursuant to clause 3.8.4A(b)(i), must deliver to NEMMCO a load control notice specifying the information listed in schedule 3.6 as soon as it considers that it is reasonably likely to take control action, and in any event, prior to taking such action. 

(h) A load control notice is not required to be delivered to NEMMCO pursuant to 3.8.4A(g) where the control action is a direct result of:

1 a dispatch instruction; 

2 a direction by NEMMCO; or 

3 the operation of a protection system. 

(i)
Market Customers and Network Service Providers must notify NEMMCO immediately it is reasonably likely that it will not materially act in accordance with a load control notice or there is or will be a material variation to any information contained in a load control notice and NEMMCO must accept the variations which are submitted prior to the time of dispatch, subject to the following conditions:

(1)
all variations must be submitted electronically unless otherwise approved by NEMMCO;

(2)
the time and details of each variation must be recorded for audit purposes; and

(3)
the Market Customer and Network Service Provider, as the case may be, must record the reason for the variation and must notify NEMMCO of this reason.

(j)
NEMMCO must have regard to the relevant information contained in load control notices when determining the load forecast in clause 4.9.1(a), pre-dispatch schedule in clause 3.8.20(c) and the short term PASA in accordance with clause 3.7.2(3)(a).

(k) The contents of a load control notice is to be treated as confidential information.

(l) Notwithstanding clause 3.8.4A(k), NEMMCO must publish aggregated quantities of MW in accordance with 3.13.8(6).

3.7
Projected Assessment of System Adequacy

3.7.1
Administration of PASA

(a)
NEMMCO must administer medium term and short term projected assessment of system adequacy processes to be known as PASA.

(b)
The PASA is a comprehensive program of information collection, analysis, and disclosure of medium term and short term power system security prospects so that Market Participants are properly informed to enable them to make decisions about supply, demand and outages of transmission networks in respect of periods up to 2 years in advance.

(c)
On a weekly basis NEMMCO will:

(1)
collect and analyse information from all Scheduled Generators, Market Customers, Transmission Network Service Providers and Market Network Service Providers about their intentions for:

(i)
generation, transmission and Market Network Service maintenance scheduling;

(ii)
intended plant availabilities;

(iii)
energy constraints;

(iv)
other plant conditions which could materially impact upon power system security; and

(v)
significant changes to load forecasts previously notified to NEMMCO,

for the following 24 months; and

(2)
following analysis and assessment, publish information that will:

(i)
assist Market Participants to plan any scheduled work on plant; and

(ii)
inform the market of possible power system security problems.

(d) NEMMCO must use its reasonable endeavours to ensure that it provides to Market Participants sufficient information to allow Market Participants to undertake maintenance and outage planning without violating power system security and to allow the market to operate effectively with a minimal amount of intervention by NEMMCO.

3.7.2
Medium term PASA

(a)
The medium term PASA covers the 24 month period commencing from the day 8 days after the day of publication with a daily resolution, and must be reviewed and issued every week by NEMMCO in accordance with the timetable.
(b)
NEMMCO may publish additional updated versions of the medium term PASA in the event of changes which, in the judgment of NEMMCO, are materially significant and should be communicated to Market Participants.

(c)
The following PASA inputs are to be prepared by NEMMCO:

(1)
forecast load which is:

(i)
to indicate for each region the most probable peak load, time of the peak, and daily energy on the basis of past trends, day type and special events including all anticipated scheduled load and other load except pumped storage loads;

(ii)
subsequently to be adjusted by an amount anticipated in the forecast as scheduled load by load bidders; and

(iii) an indicative half hourly load profile for each day type for each region for each month of the year; 

(2)
reserve requirements of each region determined in accordance with the medium term capacity reserve standards set out in the power system security and reliability standards; and

(3)
forecast inter-regional network constraints and intra-regional network constraints known to NEMMCO at the time.

(d)
The following medium term PASA inputs must be submitted by Market Participants in accordance with the timetable:

(1)
expected availability of each scheduled generating unit, scheduled load or scheduled network service for each day; and

(2) weekly energy constraints applying to each generating unit or scheduled load.
(e)
Network Service Providers must advise NEMMCO of planned network outages in accordance with the timetable.

(f)
NEMMCO must prepare and publish the following information in respect of each day covered by the medium term PASA in accordance with clause 3.13.4:

(1)
forecasts of the most probable peak power system load plus required reserve, adjusted to make allowance for scheduled load, for each region and for the total power system;
(2)
forecasts of the most probable energy consumption for each region and for the total power system;
(3)
aggregate generating unit availability for each region, calculated by adding the following two categories:

(i)
the capacity of generating units which are able to operate at full capacity on a continuous basis to meet forecast load; and

(ii)
an allocation of generation which cannot be generated continuously at the nominated capacity of the generating unit for the period covered due to specified energy constraints;

(4)
identification and quantification of:

(i)
any projected violations of power system security;
(ii)
any days on which low reserve or lack of reserve conditions are forecast to apply;

(iii)
where a projected supply deficit in one region can be supplemented by a surplus in another region (dependent on forecast interconnector transfer capabilities);

(iv)
forecast interconnector transfer capabilities; and

(v)
when and where network constraints may become binding on the dispatch of generation or load.
(g)
NEMMCO must document the procedure it uses for preparation of the medium term PASA and make it available to all Market Participants on a cost recovery basis.

3.7.3
Short term PASA

(a)
The short term PASA must be issued at least daily by NEMMCO in accordance with the timetable.

(b)
The short term PASA covers the period of six trading days starting from the end of the trading day covered by the most recently published pre-dispatch schedule with a half hourly resolution.

(c)
NEMMCO may publish additional updated versions of the short term PASA in the event of changes which, in the judgement of NEMMCO, are materially significant and should be communicated to Market Participants.

(d)
The following short term PASA inputs are to be prepared by NEMMCO:

(1)
forecast load which is to include:

(i)
the most probable half hourly profile on the basis of past trends, day type, and special events; and

(ii)
all scheduled load and other load except for pumped storage loads,

which must subsequently be adjusted in accordance with dispatch offers for scheduled load and applicable load control notices;
(2)
reserve requirements for each region determined in accordance with the short term capacity reserve standards; and

(3)
anticipated inter-regional network constraints and intra-regional network constraints known to NEMMCO at the time.

(e)
The following short term PASA inputs are to be submitted by each relevant Market Participant in accordance with the timetable and shall represent the Market Participant's current intentions and best estimates of:

(1)
availability of each scheduled generating unit, scheduled load or scheduled network service  for each trading interval;

(2)
generating unit synchronisation/de-synchronisation times for slow start generating units;

(3)
projected daily energy availability for energy constrained scheduled generating units and loads; and
(4)
anticipated self-dispatch level for each scheduled generating unit or scheduled load for each trading interval.
(f)
If NEMMCO considers it reasonably necessary for adequate power system operation and the maintenance of power system security, Code Participants who may otherwise be exempted from providing inputs for the PASA process must do so to the extent specified by NEMMCO.

(g)
Network Service Providers must advise their planned network outages in accordance with the timetable which are to be converted to network constraints by NEMMCO.

(h)
NEMMCO must prepare and publish the following information as short term PASA outputs for each trading interval in the period covered in accordance with clause 3.13.4(c):

(1)
forecasts of the most probable power system load plus required reserve adjusted to make allowance for scheduled load, for each region and for the total power system;

(2)
forecasts of power system load for each region with 10% and 90% probability of exceedence;

(3)
forecasts of the most probable energy consumption for each region and for the total power system;

(4)
aggregate generating unit availability for each region calculated by adding the following two categories:

(i)
the capacity of generating units which are able to operate at full capacity on a continuous basis to meet forecast power system load; and

(ii)
an allocation of generation which cannot be generated continuously at the offered capacity of the generating unit for the period covered due to specified energy constraints;

(5)
identification and quantification of:

(i)
any projected violations of power system security;

(ii)
any trading intervals for which low reserve or lack of reserve conditions are forecast to apply;

(iii)
where a projected supply deficit in one region can be supplemented by a surplus in another region (dependent on forecast interconnector transfer capabilities);

(iv)
forecast interconnector transfer capabilities; and

(v)
when and where network constraints may become binding on the dispatch of generation or load.
(i)
In the event that in performing the short-term PASA NEMMCO identifies any projected low reserve or lack of reserve conditions in respect of a participating jurisdiction, then NEMMCO shall use its reasonable endeavours to advise the Jurisdictional Co-ordinator for that participating jurisdiction of any potential requirements during such conditions to shed sensitive loads.
(j) NEMMCO must document the procedure it uses for preparation of the short term PASA and make it available to all Market Participants on a cost recovery basis.

3.13.8
Public Information

(a)
NEMMCO must publish on a daily basis the following information for the previous trading day:

(1)
regional reference price by trading interval;

(2)
power system load for each region referred to the regional reference node by trading interval;

(3)
regional electricity consumption in MWh by trading interval;

(4)
inter-regional power flows by trading interval;

(5)
inter and intra-regional network constraints by trading interval; and

(6)
for each region, the aggregate quantity in MW of load subject to load control notices by trading interval.

(b)
All market information that NEMMCO is required to publish in accordance with the Code shall also be made available by NEMMCO to persons other than Code Participants using the electronic communications system on the fee basis described in clause 8.7.6.  NEMMCO may make the market information available to persons other than Code Participants using a mechanism other than the market information bulletin board on the fee basis described in clause 8.7.6, so long as that information is also available on the market information bulletin board.

(c)
NEMMCO must make available for purchase by any party the statement of opportunities from the date of publication of such statement.

(d)
NEMMCO must retain all information provided to it under the Code for at least 6 years in whatever form it deems appropriate for reasonably easy access.

Schedule 3.6

Load Control Notices:

(a)
A load control notice must be submitted electronically in accordance with the timetable which otherwise applies for a dispatch bid and must be in the form stipulated by NEMMCO.

(b)
A load control notice must specify the following information:
(1)
a node number or other identifier approved by NEMMCO;

(2)
whether the controlled load is to be classified as normally on or normally off;

(3)
for each of the 48 trading intervals in the trading day,:

(i)
an incremental MW amount for each price band being offered; 

(ii)
a MW/min ramp rate capability; or

(iii)
if the load is not price sensitive, the Market Customer’s or Network Service Provider’s, as the case may be, best estimate of the fixed load amount; and

(4)
a price for each price band in dollars and whole cents per MWh and this price is to apply to the price band throughout the trading day.

(a) A load control notice may:

(1) specify the daily energy available for energy constrained controlled loads; and

(2) contain up to a maximum of ten price bands.

(d)
The following requirements apply to a load control notice:

(1)
prices specified for each price band being offered must increase monotonically with an increase in available MWs;

(2)
prices specified are to apply at the controlled load’s connection point and shall be referred to the regional reference node to which that connection point is assigned as follows:

RP = DOP * LF

where

RP
is the price specified in the load control notice when referred to the appropriate regional reference node;

DOP
is the price as specified in the load control notice; and

LF
where the controlled load’s connection point is a transmission connection point, is the intra-regional loss factor at that connection point, or where the controlled load’s connection point is a distribution network connection point, is the product of the distribution loss factor at that connection point multiplied by the intra-regional loss factor at the transmission connection point to which it is assigned;

(3)
MW quantities specified for a price band are to apply at the controlled load’s connection point or at any other point in the Market Customer's or Network Service Provider's, as the case may be, electrical installation or on the network as agreed to by NEMMCO;

(4)
prices specified must be:

 (i)
more than the product of the market floor price multiplied by all intra-regional loss factors between the controlled load’s network connection point and the regional reference node; and

(ii)
less than the product of VoLL multiplied by the intra-regional loss factor at the controlled load’s transmission network connection point;

(5)
if a controlled load is classified in the load control notice as being normally on, the price specified for a price band is to be interpreted in the central dispatch process as the price at or above which the controlled load will reduce electricity consumed by up to the MW increment specified in that price band;

(6)
if a controlled load is classified in the load control notice as being normally off, the price specified for a price band is to be interpreted in the central dispatch process as the price at or below which the controlled load will increase electricity consumed by up to the MW increment specified in that price band;

(7)
the MW capacity quantity specified in each price band in each trading interval must be specified in whole MW; and

(8)
the sum of the MW quantities specified in each price band in any trading interval must not exceed the maximum capacity of the controlled load.

Chapter 10 [add the following definitions]

controlled load

means any collection or group of loads, under the control of a Market Customer or Network Service Provider within a region which:

· individually or collectively total more than 30 MW capacity and which are not otherwise registered as one or more scheduled loads, but may include groups of resistance element heating, lighting, induction heating or water pumping loads; 

· NEMMCO reasonably determines may be capable of being operated either serially or in unison as a group of loads; and

· is reasonably determined by NEMMCO to be within the additional criteria developed in accordance with clause 3.8.4A(b)(i).

controlled load commencement date 

has the meaning given in clause 3. 8.4A(a)

control action

means a deliberate action or actions to increase or decrease the energy consumed by a controlled load by not less than 30MW in any trading interval.

load control notice

means a notice provided, in accordance with clause 3. 8.4A(g), specifying the information set out in schedule 3.6.

National Electricity Code Administrator

September 2000
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The framework for demand-side bidding

Summary of draft Code changes

The following provides a brief summary of the proposed changes that have been made to the Code:

Clause
Comment

2.3.4(e)(iii)
Amendment to require NEMMCO to classify a market load as a scheduled load if the market customer requests that the load be so classified and may only classify it if the market customer has not withdrawn that request.

3.8.9(d)
A new sub-clause has been inserted to enable a default despatch bid or default despatch offer to be submitted in the event that no valid dispatch offer or dispatch bid has been submitted pursuant to 3.8.6, 3.8.6a, or 3.8.7 or 3.8.9(a).

3.8.19(e)
The reference to 'scheduled load' has been deleted so that this clause only deals with the despatch inflexibility profile for a generating unit.

3.8.19(e1)
A new clause has been inserted to make less onerous the requirements for a despatch inflexibility profile for a scheduled load.  

3.8.19(g)
A new clause has been inserted to provide for lodgment of a default despatch inflexibility profile when a market customer or network service provider expects its scheduled load to be inflexible.

3.8.19(h)
A new clause has been inserted to provide for information requirements for a default despatch inflexibility profile.

3.8.23(3)
This clause has been deleted as it is incapable of being breached and merely warns of the possibility of penalties or sanctions for failure to conform to dispatch instructions.  

3.8.23(b)(1)
This clause has been amended to correct a typographical error and removes an extra space between the words 'Scheduled' and 'Network'.

3.8.23(b)(5)
A new clause has been inserted to allow NEMMCO to invoke a default dispatch bid which has been lodged with the relevant Scheduled Generator, Schedule Network Service Provider or Market Customer which has not provided a reason for why the scheduled load or scheduled network service does not comply with a despatch instruction upon request.

3.8.23(f)
A new clause is inserted to allow NEMMCO to take into consideration whether a default despatch inflexibility profile or a default despatch bid has been lodged when assessing a report of non-conformance with a despatch instruction.

Chapter 10 Definitions
A new definition has been inserted for ‘default dispatch bid’.  A default dispatch bid has been defined as a dispatch bid made pursuant to 3.8.9(c).


A new definition has been inserted for ‘default dispatch offer’.  A default dispatch bid has been defined as a dispatch offer made pursuant to 3.8.9(c).


A new definition of 'Default Dispatch Inflexibility Profile' has been inserted.  A default dispatch inflexibility profile is defined as a profile containing the information identified in 3.8.19(h), that being, its MW capacity and time related inflexibilities within a trading interval.  The default dispatch inflexibility profile must be lodged no later than 24 hours prior to the trading interval in which it reasonably expects the scheduled load to be inflexible.

National Electricity Code Administrator

September 2000
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The framework for demand-side bidding  

Draft Code changes

Chapter 2

2.3.4
Market Customer

(a)
If electricity, supplied through the national grid to any person connected at a connection point, is purchased other than from the Local Retailer that load at the connection point may be classified by that person or, with the consent of that person, by some other person as a market load.
(b)
A Customer  is taken to be a Market Customer only in so far as its activities relate to any market load and only while it is also registered with NEMMCO as a Market Customer as described in clause 2.4.

(c)
A Market Customer must purchase all electricity supplied at that connection point from the spot market and make payments to NEMMCO for electricity supplied at the connection point as determined for each trading interval in accordance with the provisions of Chapter 3.

(d)
A Market Customer may request NEMMCO to classify or not classify any of its market loads as a scheduled load.

(e)
NEMMCO must classify a market load as a scheduled load if it is satisfied that the Market Customer has:

(1)
submitted data in accordance with schedule 3.1;

(2) adequate communications and/or telemetry to support the issuing of dispatch instructions and the audit of responses; and
(3) requested that the load be so classified and has not withdrawn that request.

(f)
A Market Customer may submit dispatch bids in respect of scheduled loads in accordance with the provisions of Chapter 3.

(g)
A Market Customer who submits dispatch bids for scheduled loads and makes its scheduled loads available for central dispatch must comply with the dispatch instructions from NEMMCO in accordance with the Code.

(h) A Customer who is also a Local Retailer must classify any connection point which connects its local area to another part of the power system as a market load.
Chapter 3

3.8.9
Standing offers and bids

(a)
Market Participants may submit dispatch offers or dispatch bids in respect of scheduled generating units, scheduled loads or scheduled network services for specified future trading days in advance of the deadline for their submission according to the timetable.

(b) If no change to a dispatch offer or dispatch bid submitted in accordance with clause 3.8.9(a) is made by the Market Participant in respect of a trading day the dispatch offer or dispatch bid will become firm and binding, subject to the rebidding provisions set out in clause 3.8.22, when the deadline for submission of dispatch offers and dispatch bids for that trading day arrives in accordance with the timetable.

(c) Scheduled Generators, Scheduled Network Service Providers and Market Customers may submit a dispatch offer and dispatch bid in respect of scheduled generating units, scheduled loads or scheduled network services that will become firm and binding when the deadline for submission of dispatch offers and dispatch bids for that trading day arrives in accordance with the timetable, if and only if, no valid dispatch offer or dispatch bid has been submitted pursuant to 3.8.6, 3.8.6a, or 3.8.7 or 3.8.9(a).
3.8.19
Dispatch inflexibilities

(a) If a Market Participant reasonably expects one or more of its scheduled generating units, scheduled network services or scheduled loads to be unable to operate in accordance with dispatch instructions in any trading interval, due to abnormal plant conditions or other abnormal operating requirements in respect of that scheduled generating unit, scheduled network service or scheduled load, it must advise NEMMCO through the PASA process or in its dispatch offer or dispatch bid in respect of that scheduled generating unit, scheduled network service or scheduled load, as appropriate under these market rules, that the scheduled generating unit, scheduled network service or scheduled load is inflexible in that trading interval and must specify a fixed loading level at which the scheduled generating unit, scheduled network service or scheduled load is to be operated in that trading interval.

(b) Where a Market Participant advises NEMMCO that a scheduled generating unit, scheduled network service or scheduled load is inflexible in accordance with clause 3.8.19(a):

(1)
it must record and advise NEMMCO of the reason why the scheduled generating unit, scheduled network service or scheduled load is expected to be unable to comply with dispatch instructions and provide NEMMCO with such substantiation of the reason that NEMMCO may reasonably require;

(2)
any Market Participant may request NEMMCO to provide details of the stated reasons for the scheduled generating unit, scheduled network service or scheduled load being declared to be inflexible as well as copies of any substantiating material provided to NEMMCO and NEMMCO must provide the information requested.

(c)
Other than in trading intervals for which it has been specified by a Market Participant in the relevant dispatch offer or dispatch bid for a scheduled generating unit, scheduled network service or scheduled load that the scheduled generating unit or scheduled load is inflexible, then NEMMCO will dispatch the scheduled generating unit, scheduled network service or scheduled load in accordance with the prices and price bands specified in the relevant dispatch offer or dispatch bid.

(d)
In respect of scheduled loads or scheduled generating units which are not slow start generating units, Market Participants may provide NEMMCO, as part of the registered bid and offer data in respect of those scheduled loads or generating units, with a dispatch inflexibility profile.
(e)
A dispatch inflexibility profile for a  scheduled load or generating unit must contain the following parameters to indicate its MW capacity and time related inflexibilities within a trading interval:

(1)
The time, T1, in minutes, following the issue of a dispatch instruction by NEMMCO to increase its loading from 0 MW, which is required for the plant to begin to vary its dispatch level from 0 MW in accordance with the instruction;

(2)
The time, T2, in minutes, that the plant requires after T1 (as specified in (1) above) to reach a specified minimum MW loading level;

(3)
The time, T3, in minutes, that the plant requires to be operated at or above its minimum loading level before it can be reduced below that level;

(4)
The time, T4, in minutes, following the issue of a dispatch instruction by NEMMCO to reduce loading from the minimum loading level (specified under (2) above) to zero, that the plant requires to completely comply with that instruction.

(5) T1, T2, T3 and T4 must all be equal to or greater than zero.

(6) The sum (T1 + T2) must be less than or equal to 30 minutes.

(7)
The sum (T1 + T2 + T3 + T4) must be less than 60 minutes.

(e1)
A dispatch inflexibility profile for a scheduled load must contain parameters to indicate its MW capacity and time related inflexibilities within a trading interval.
(f)
NEMMCO must use reasonable endeavours not to issue a dispatch instruction or load dispatch instruction which is inconsistent with a Market Participant’s dispatch inflexibility profile.

(g)
Market Customers and Network Service Providers may, in respect of a scheduled load, lodge a default dispatch inflexibility profile with NEMMCO no later than 24 hours prior to the trading interval in which it reasonably expects the scheduled load to be inflexible.
(h)
A default dispatch inflexibility profile must include, at a minimum, the information required in sub-clause 3.8.19(e1). 

3.8.23
Failure to conform to dispatch instructions

(a)
If a scheduled generating unit, scheduled network service or scheduled load fails to respond to a dispatch instruction within a tolerable time and accuracy (as determined in NEMMCO's reasonable opinion), then:

(1)
the scheduled generating unit, scheduled network service or scheduled load (as the case may be) is to be declared and identified as non-conforming; and
(2)
the scheduled generating unit, scheduled network service or scheduled load (as the case may be) cannot set spot prices; and.
(3)
the Scheduled Generator, Scheduled Network Service Provider or Market Customer (as the case may be) may face financial penalties or other sanctions imposed under the National Electricity Law for breach of this Code.

(b)
If a scheduled generating unit, scheduled network service or scheduled load is identified as non-conforming under clause 3.8.23(a):

(1)
NEMMCO must advise the Scheduled Generator, Scheduled Network Service Provider or Market Customer that the generating unit, scheduled network service or scheduled load is identified as non-conforming, and request a reason for the non-compliance with the dispatch instruction, which reason is to be logged;

(2)
if in NEMMCO’s opinion modification of plant parameters is necessary or desirable, NEMMCO must request the Scheduled Generator, Scheduled Network Service Provider or Market Customer to submit modified plant parameters to satisfy NEMMCO that a realistic real time dispatch schedule can be carried out; and

(3)
should a Scheduled Generator fail to meet the requests set out in clauses 3.8.23(b)(1) and (2) or if NEMMCO is not satisfied that the generating unit will respond to future dispatch instructions as required, NEMMCO must direct the generating unit's output to follow, as far as is practicable, a specified output profile to be determined at its discretion by NEMMCO.

(4)
should a Scheduled Network Service Provider fail to meet the requests set out in clauses 3.8.23(b)(1) and (2) or if NEMMCO is not satisfied that the scheduled network service will respond to future dispatch instructions as required, NEMMCO must direct the scheduled network service to follow, as far as is practicable, a specified transfer profile to be determined at its discretion by NEMMCO.
(5)
should a scheduled load not meet the requests set out in clauses 3.8.23(b)(1) and (2) within a reasonable time of the request, or if NEMMCO is not satisfied that the scheduled load will respond to future dispatch instructions as required, NEMMCO acting reasonably may invoke a default dispatch bid lodged by the relevant Market Customer in accordance with the procedures developed pursuant to clause 3.8.5(d) or apply constraints as it deems appropriate.

(c)
Until a Scheduled Generator, Scheduled Network Service Provider or Market Customer satisfactorily responds to the requests under clauses 3.8.23(b)(1) and (2) and NEMMCO is satisfied that the generating unit, scheduled network service or scheduled load (as the case may be) will respond to future dispatch instructions as required, the generating unit, scheduled network service or scheduled load (as the case may be) continues to be non-conforming.

(d)
If a generating unit, scheduled network service or scheduled load (as the case may be) continues to be non-conforming after a reasonable period of time, details of the non-conformance must be recorded and the Scheduled Generator, Scheduled Network Service Provider or Market Customer (as the case may be) and NECA must be notified.

(e)
The direction referred to in clauses 3.8.23(b)(3) and 4 is to remain in place until the Scheduled Generator or Scheduled Network Service Provider (whichever is relevant) satisfies NEMMCO of rectification of the cause of the non-conformance.

(f)
In assessing a report of non-conformance with a dispatch instruction by a scheduled load, NECA shall have regard to whether a default dispatch inflexibility profile or a default dispatch bid, had been lodged with NEMMCO and was, or could have reasonably been, applied in the circumstances applicable to that scheduled load.

Chapter 10 [add the following definitions]

default dispatch bid

means a dispatch bid made pursuant to 3.8.9(c).

default dispatch offer

means a dispatch offer made pursuant to 3.8.9(c).

default dispatch inflexibility profile

means a profile containing the information identified in 3.8.19(h).

National Electricity Code Administrator

September 2000
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NATIONAL RETAILERS FORUM

SUBMISSION ON THE CODE CHANGE PROPOSAL TO IMPROVE LOAD FORECASTING

1.0
INTRODUCTION

This submission details the comments of the National Retailers Forum (“the NRF”) to the draft code changes put forward by Hazelwood Power, et al, intended to improve load forecasting by requiring controllable loads above 30MW to be included in pre-dispatch, dispatch and PASA.

The NRF is an independent organisation whose members operate as Retailers of electricity throughout the National Electricity Market.

By way of preliminary comment, the NRF does not support the proposed code changes and concern is expressed that if implemented they will provide additional opportunities for generators to exercise market power.

2.0 JUSTIFICATION FOR CODE CHANGE

It appears that the justification for the proposed code change is on the basis that the market arrangements need to evolve to accommodate changes in participant behaviour.  It is claimed that the changes in participant behaviour since the commencement of the National Electricity Market are a result of Market Customers previously having been seen as having no control over the consumption decisions of their end-use customers, to now exercising control over a significant proportion of demand.  In reality Demand Side Management programs have been in existence since the late eighties and these programs have historically been facilitated and operated by the customer (retail) arm of the electricity supply businesses.

Historically these programs were justified utilising an Integrated Resource Planning (IRP) approach, which aimed at reducing capacity constraints at times of system stress and deferring capital investment in the total supply chain.  In addition to this, localised DSM programs were also developed at the distribution level to defer capital investment in the distribution network.  Some jurisdictions, more than others, adopted this approach to distribution network reinforcement and these programs continue to operate to manage the distribution network investment in those jurisdictions.

The NRF acknowledges that since the commencement of the National Electricity Market, there have been more apparent drivers introduced that have influenced the response of these demand side management programs.  However to claim that participant behaviour has radically changed is erroneous as in most cases Market Customers (retailers) continue to operate these programs with their existing demand side customers.  

It is the NRF’s understanding that high prices in the market are intended to provide appropriate market signals indicating that the system is under stress. There are potentially two market responses to these signals.  Investment in new capacity, generation or transmission, or increased demand side response.  If the market were operating this way then high prices would not arise as a result of opportunistic use of market power to extract monopoly rents from the market, as observed currently.  If the high prices were indeed a market signal that the system need additional capacity, then the current operation of DSM programs in response to this market signal is no different to the DSM programs justified under the IRP approach that was commenced in the late eighties.

3.0 GENERAL COMMENTS

The NRF would like to initially provide some general comments on the proposal, with some more specific comments on aspects of the proposal following under separate headings.

If this Code Change proposal is adopted then there will be market power issues since generators will be able to determine the residual demand if demand side bids are known, providing an increased opportunity to game the market.  This will be a significant issue particularly in South Australia and Queensland (as seen in SA on March 2, where generators were able to re-bid or take volume out of the market to counteract the demand side response and maintain the pool price at levels near VoLL).

If retailers are required to provide advance notice of their demand side response to NEMMCO, then this will create a disincentive for this market to be expanded and indeed will reduce the level of demand side response available.

Customers are not generators and do not have the flexibility and operational capability of generators.  If this proposal was to be accepted and included in the Code, then there would be an asymmetry between the flexibility of customers and generators, allowing generators greater opportunity to rebid into the market.  There is also no need for symmetry in the market rules regulating this area as the conduct of generators in the market is important and needs the current level of regulation since they can rebid and possibly force pool prices up.  Market Customers have entirely different motives for applying DSM and in some jurisdictions it is primarily for managing distribution network loading.  Where it is used as a response to market price signals the net effect is most likely to move pool prices down.

Loads can not be bid in advance as demand side management is put in place based on price signals at a point in time.  Retailers are also disadvantaged because they cannot rebid load as quickly as generators.  Whilst a proportion of demand side response is affected ex-ante, retailers prefer to effect the demand side response ex-post or with very short notice.  This gives certainty in the management and costs of the demand side programs.  If the demand side commitment is required to be made in advance, based on pre-dispatch bid prices or predicted weather and demand, and these do not eventuate then retailers will find themselves committed to paying customers to switch off load during periods when there is no price incentive to do so.  Generators would be able to rebid and game the pre-dispatch bid prices in an attempt to distort price signals to retailers.

The proposed Code changes claim to be a step towards greater symmetry in market arrangements.  If symmetry is an important issue and retailers are required to bid their demand side load then surely they should be treated like generators and paid for providing this service, in the same way as a generator is paid for providing its services to the market.  In the same way that generators incur costs to operate their plant, demand side customers also incur costs when they demand manage.  Demand Side Management could be viewed as a virtual generator.

4.0
BIDDING IN ADVANCE

The proposed Code changes include a new clause 3.2.8(d), which states:

 “…any Controlled Load Customer who has given a Load Control Notice to NEMMCO must take control action at the stated time that is reasonably expected to cause the variation in demand stated in the latest such notice related to that time.”  

Rather than provide market symmetry, this clause is biased against the retailers since generators have rebidding facilities under the current Code arrangements and this clause requires the original demand side bid information to be acted on.

Optimum demand side response is a function of many factors including actual and forecast pool prices and sensitivity, as well as the impact of the reduction on the industrial/commercial load being supplied.  Circumstances need to be assessed on a continuous basis and the demand varied accordingly.  The capacity to reduce demand is usually energy limited, and the demand side response quite often needs to be rationed over time.  The concept of giving notice of a fixed MW reduction commencing and finishing at particular times is not workable and will limit demand side activity to those customers who can work within such rigid constraints.  The concept is also inconsistent with the use of automatic systems for load management, as well as with DSM programs that have been instituted to assist with the management of the distribution network.

The requirement to bid in advance limits the retailer’s ability to manage price spikes caused by plant failure.  This assumes that unless the demand side bid was submitted in accordance with the required timetable, the retailer is not allowed, as per the proposed Code change, to demand manage other than for system security or under direction from NEMMCO.  Similarly a significant number of market events, which require a demand side response, are only known a short time in advance, providing insufficient time for the retailer to give advance notice of their intention to demand manage.  This is particularly important where DSM programs that meet the 30MW threshold are in place to manage distribution network reliability.

5.0
BIDDING OF AGGREGATED LOADS >30MW

It is anticipated that in the future, customers will be offered and will purchase more pool-related contracts.  This will result in customers responding to market signals of their own volition (this is one of the aims of the NEM and is in line with the concept of the Value of Lost Load, VoLL).  Retailers may not be involved in this decision making process and consequently will not be able to bid these loads, as they will be unaware of the potential change in consumption patterns.

Retailers are offering to customers a greater variety of innovative demand side products (including the one discussed above) for small business and residential customers.  This demand side response will be impossible to manage and bid in the manner proposed by the Code changes, once the number of customers taking up such arrangements enters the hundreds or thousands.

6.0
BIDDING OF INDIVIDUAL CUSTOMER LOADS >30MW

As with the aggregated loads, large customers will also be purchasing more pool related contracts in the future.  These customers are likely to individually respond to market price signals with their retailer not being involved in the decision making process.  Consequently the retailer will not be in a position to bid these loads.  If the proposed Code changes continue to require retailers to be involved in the decision making process and bid these loads, this will stifle the development of these types of customer contracts, which place the price signals with the end use customer.

Currently many interruptable contracts are on a best endeavours basis.  Major customers are not generators, their main line of business is producing goods and services, and therefore they do not wish to switch off on all occasions.  Also, a customer whilst committing to demand manage at certain times may have the right to continue to take supply if there are plant problems or production issues.  They must also be allowed to switch back earlier if they wish.  In the case of distribution network DSM programs the ramping off or on of the load is adjusted to match the operational state of the distribution network at the particular point in time.  Consequently, retailers will not be able to accurately predict in advance the load that those customers are going to demand side manage.

At any particular point in time during the production process customer loads may ramp up or down at different rates.  Retailers are not going to be able to factor this variability into their demand bids.  Similarly retailers have difficulty now in accurately predicting what the load of their curtailable customers will be, as many customers are not aware what their likely consumption will be when they are asked to switch off.  These situations could potentially result in non-compliance and penalties under the Code.  This would be an untenable situation for retailers and would only serve to reduce the amount of demand side response that retailers were prepared to put into the market.  This outcome would obviously be counter to the demand side objectives of both NECA and NEMMCO.

7.0 CONCLUSION

In conclusion the NRF is of the view that the proposed Code changes should not proceed any further.  They will only serve to stifle development and reduce the current level of demand side response.  Their application will be difficult to say the least, which could lead to issues of non-compliance and penalties under the Code or a reduction in the current level of demand side response.

The NRF contends that the current market arrangements regarding the provision of information by generators is appropriate and does not produce an unreasonable market asymmetry.  Generators have the ability to rebid forcing pool prices up, where as customers demand side programs have been instituted to cater for a wide range of system and market issues and usually only serve to reduce the pool price.  In fact the proposals create market asymmetry in regard to the current ability of generators to adjust their bids into the market (rebidding) at any time up to real time, yet this proposal provides no such option for the demand side bids.

The NRF believes that retailers should be able to negotiate demand side management based upon market signals and the wishes of their customers.  This position should not be part of the Code.  Retailers as market price takers, should be able to use customer load flexibility, negotiated with customers, as a means to respond to market signals.

The NRF would welcome the opportunity to discuss these issues in greater detail and seeks the opportunity to be involved in any subsequent consultation process.
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Attention: Mr Paul Dunn

Dear Mr Dunn

Discussion Paper for Improved Load Forecasting

I refer to the discussion paper and associated Code changes by Hazelwood Power requiring market customers to participate in load forecasting procedures associated with pre-dispatch, dispatch and PASA where such customers have controllable loads in excess of 30 MW.  The paper has been supported by a number of other generators and posted on the NECA web site for comment by 24 March 2000.

ENERGEX Limited totally rejects this proposal.  The suggestion that market customers with the ability to control load at short notice should only do so after having given notice to the market is totally contrary to the fundamental operation of a market.  Market design must not be codified to the extent that a customer’s right to alter their consumption based on short-term price signals is removed.

However, it is recognised that a number of market customers/network service providers do exist with significant quantities of controllable hot water load (some hundreds of MWs) which can have a significant impact on the operation of the market, both from a financial and system security aspect, if switched indiscriminately.

From the system security aspect, ENERGEX Limited has initiated discussions with NEMMCO over the last couple of months to improve communications between the two organisations with respect to hot water load switching following difficulties encountered in south-east Queensland on 21-22 January 2000 following such switching.  These discussions have led to the development of a draft “Load Control Notice” which may be used to provide forward notice to NEMMCO for ENERGEX’s routine hot water switching schedule.  Such switching is not a function of pool price and forward notice can assist NEMMCO in dispatching the lowest priced generation capacity on offer.  This will promote an optimum outcome for the market.

Any suggestion to limit short-term hot water switching due to pool price signals conflicts with one of NECA’s stated strategic imperatives in their Statement of Corporate Intent to “promote a significantly greater degree of pro-active demand-side participation in the market”.  Due to the market power of generators and the direct impact of generator bidding in setting the pool price, it is natural to expect stringent requirements in the Code for information from the supply side of the market.  The argument that the “total absence of market information on demand-control actions is in stark contrast to supply side requirements” has simply no relevance in this issue.

It is important to appreciate the historical development of hot water switching capability within the market.  ENERGEX Limited recognised many years ago the value of flattening out the daily load curve to improve network utilisation and lower bulk supply charges, which, under the old financial arrangements before the national market was created, were directly related to the maximum demand placed on the system.

The capability was utilised frequently to great effect prior to the present market arrangements, at no charge, to overcome generation and transmission difficulties.  Its value cannot be understated as it can provide up to hundreds of MWs of relief to the system with no visual impact on end-use customers at minimal cost to implement.  Except for the variability of the amount of load available due to time of day, seasonal effects and weather conditions, it is ideally suited to provide competition to generator supplied five minute frequency control ancillary services.

The following dot points summarise ENERGEX Limited’s position on this matter:

· the notion that market participants with the ability to control load at short notice can only do so after having given notice to the market is rejected;

· there is scope for market participants to provide additional information to NEMMCO for routine load control programs where such programs are not a function of pool price;

· no assurance can be given that these programs will proceed as previously advised;

· no liability will be accepted for variations in the program;

· there may be scope to provide short term notice to NEMMCO for pool price initiated load switching but only for system security reasons;

· the proposed Code changes challenge a market customer’s right to vary its load based on market signals which is contrary to the market design and objectives;

· a Market Customer has to retain the right to adjust its load when it sees fit, so long as it does not jeopardise the security of the power system; and

· advice to NEMMCO on the extent and lead times for variations in load which may impact power system security needs further consultation.

(NOTE:  Under the proposed Code changes, a Load Control Notice could be submitted one second before the load is switched and obviously not meet the objectives of the proposed Code changes).

If further information is required on any of these points, please contact Mr Richard Raymond as shown.

Yours sincerely

Richard Raymond
Regulatory Compliance Manager
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Subject:
IMPROVED LOAD FORECASTING

Confidentiality Notice:  The information contained in this communication is confidential to the sender, and is intended only for the use of the addressee.  Unauthorised use, disclosure or copying is strictly prohibited and may be unlawful.  If you have received this communication in error, please call Alison McDonald on 02 9240 9100 and return the original to us by mail.

Dear Stephen,

I refer to the Code Change Panel’s request for comments on a Code change request submitted by Hazelwood Power (“the Hazelwood proposal”) and supported by a number of generators. NEMMCO submits the following comments on the Hazelwood proposal and pursuant to clause 8.3.5(f) of the Code.  This note also confirms recent discussions between myself and NECA personnel on this subject.

Consistent with its objectives under clause 1.6.2 of the Code to promote the ongoing development of the market,  NEMMCO would broadly support the development of appropriate enhancements to the market so that better demand side information is can be available on a timely basis.  A primary aim of such development work would be to enhance the accuracy of market forecasts (such as the pre-dispatch schedule) by providing a way to better forecast the way the consumption of electricity changes with weather, price and possibly other variables.

The Hazelwood proposal involves retailers notifying NEMMCO of absolute variations in their consumption prior to being allowed to affect the variation.  Whilst the suggestion is a good starting point for thinking and discussions, it represents one means of tackling the issue.  It would also represent an as yet unquantified amount of work for retailers and NEMMCO to establish a means of submitting the data (possibly including a bidding system for all retailers), incorporating the data in the central forecasting and dispatch process, and monitoring its performance.  Compliance monitoring has not been considered and would not be trivial.  This is because any load control actions are actually superimposed on an already varying demand pattern and retailer loads are not measured by NEMMCO in real time at this stage.  Additionally, no consideration is given to how a "base" forecast could be obtained such that the controlled load variations are deviations from that base.
As load control decisions are most likely to be taken by customers on the basis of predispatch price forecasts, we believe the Hazelwood proposal is likely to result in load control notices being submitted by the demand side participants as late as possible, probably just prior to dispatch. An outcome such as this would limit any benefits that might be gained through enhancing pre-dispatch process to incorporate the demand side data submissions.

It is also suggested that the Hazelwood proposal does not appear to have canvassed alternative solutions at this stage.  Such alternatives may include:

· Mandatory submissions by retailers of a price elasticity index, which could then be incorporated directly into the dispatch process to modify the demand forecast with price.  Such a process would negate any need for extensive IT development of bidding systems by retailers, and would give a sound method of including the demand variations with price into pre-dispatch and dispatch.  Monitoring of compliance with such a process by retailers could be carried out as part of the market surveillance process.  This option came up in discussions recently with Greg Thorpe.
· Improvements to NEMMCO demand forecasting.  As the market matures, the price elasticity of demand is likely to become better understood and more predictable.  This would be the lowest cost solution, but the prospects of this occurring do not appear to have been considered so far by Hazelwood.
· Use of forecasts provided by retailers.  It may prove more beneficial in the long term for market customers to provide NEMMCO with forecast data, rather than relying on NEMMCO to forecast the aggregate regional demand.
The Hazelwood proposal does not indicate to what extent it has researched this issue or how it is dealt with in overseas markets. We believe a thorough consideration of this issue should investigate overseas experience before a commitment is made in the Australian NEM.

In view of the above comments, NEMMCO would suggest that any development work in this area should take place only after a more fulsome  consideration of the alternatives has taken place.  This should include some form of analysis as to the costs to the industry and the benefits in terms of market efficiency of proceeding with such a significant change.

Development and implementation of detailed proposals should also be coordinated with other significant changes to the market design.  As you are aware there are already a number of major NEM development projects in train, and NEMMCO believes that the addition of significant new development initiatives should take place in a coordinated fashion so that development work can be planned and the industry has a coordinated way forward.  On that basis NEMMCO would suggest that it would be pre-emptive to progress a Code change of this type at this stage and that further work should be carried out on a broad basis before implementation should be considered.  

Should you have any queries regarding the above please do not hesitate to contact me on 
02 9240 9106.

Regards,
Murray Chapman

Head of Market Operations

Email received from SECV Trader on 28/3/2000

From:
Geoff Steer [gsteer@secv.vic.gov.au]

Sent:
Tuesday, 28 March 2000 9:02

To:
'pdunn@neca.com.au'

Subject:
Improved Load Forecasting

Importance:
High

I refer to the proposals put forward by Hazelwood Power and supported by a

number of other generators for improved load forecasting.

I support the submission prepared by the National Retailers Forum and oppose

the proposed load forecasting measures.

The proposed measures will reduce demand side activity associated with over

800 MW of load taken by the two Victorian aluminium smelters, for the

reasons set out particularly in Part 4 of the NRF Submission.

Geoff Steer

Smelter Trader, SECV

Item placed on NECA discussion centre by Ben Skinner, TXU Trading on 9/3/2000.

Dear Code Change Panel,

Thank you for the opportunity to comment on the proposed Hazelwood code change.  This comment is on behalf of TXU Trading, registered in the NEM as customer Eastern Energy Ltd.

Firstly, a word on TXU.  We have one of the broadest portfolios of assets; physical and contractual, upstream and downstream, regulated and competitive of any private company in the NEM.  We also have an extraodinary range of backgrounds in our staff.  This means we have a non-partisan view on most areas, and our overall vested interest is usually just to see a more efficient NEM.

TXU agrees with Hazelwood that we need transparency of information from different categories of participant.  Theoretically, retailers should forecast all demand, and NEMMCO simply add this up in an algorithm and provide non-conformance notices to those who get it wrong.  I suspect this will happen eventually.

For the time being, we must accept our period in this evolutionary process and prefer use NEMMCO's expertise in forecasting price-insensitive demand.

TXU has become concerned however that a substantial amount of price-sensitive load now exists for which NEMMCO has no mechanism of forecasting.  This has caused errors in NEMMCO predispatch forecasting.  This is a loss of efficiency, and has potentially damaged TXU's abilities to optimise its trading at times.

We were particularly concerned when SECV trader removed its very large and dispatchable smelter load from the market scheduling.  We don't criticise them however, as we understand the market systems have been made with infinitely variable supply side options in mind, and NEMMCO has made no serious attempt to accommodate those with block loading issues in their LP dispatch systems.

Given that there are a number on the supply side with the same block-loading issues, and due to code mandation have been forced to accommodate the simplistic NEMMCO systems via re-bidding and self-commitment decisions, we feel that it is probably feasible to enforce the same requirements on customers.

TXU finds the NECA comment extraordinary that uncertainty of residual demand might be good because it reduces a marginal generator's power.  NECA is suggesting the market is better off because of a market inefficiency!  Please NECA, address market power through industry structure and surveillance-not by confusing participants!  Is NECA really suggesting it is good to have reliability put at risk because generators can't get their commitment times right??

NECA's comment "might use its marginal status to exercise market power" has not been thought through!  Is NECA suggesting a generator with a high fuel cost has an advantage over one with a low fuel cost?  Why?  Low fuel cost power stations can bid high too, can't they?

Whilst we support Hazelwood's concept, there are perhaps some practical improvements possible over the suggested processes.  

We suggest using the current bidding software to actually bid, forecast and even dispatch this controlled load, rather like what applies now for dispatchable load.  But aggregated load would not require 5 minute SCADA metering as occurs for all dispatchable load at present.

A controlled load owner would bid, in advance, a period in which he would shutdown and a price he would shutdown (which could be $0 if he was making a block decision).  The SPD 

predispatch would show that forecast reduction in demand as it does now.  It might even show the load setting price.

In dispatch, the controlled load target would move when that price had been breached.  The owner would be expected to comply by shutting off that amount of demand within 5 minutes.  Rather than receiving direct SCADA from the demand, their reduction would be already assumed in the measurement of total demand.  

As per the Hazelwood proposal, NEMMCO could not check dispatch conformance real-time as well as they can for generators with SCADA.  They would need to look at movements in overall demands.  NECA surveillance could review retailers metering statements to check for patterns of conformance.

This method overcomes NECA's concerns of time-delay inflexibilities with the Hazelwood proposal.  The controlled loads could use the same fast rebidding systems that those evil marginal generators use when they react to price forecasts.

It also doesnt require any development by NEMMCO, because bidding systems are well proven, and the facility exists at present to dispatch such loads.

For further discussion, call me on 03 9681 5609.

Regards, Ben Skinner.
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