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Manager – Energy Market Reform Team
National Energy Market Branch
Department of Industry, Tourism and Resources

GPO Box 9839

Canberra  ACT  2601
28 January 2005
Re: National Electricity Rules
A3P – Australian Plantation Products and Paper Industry Council appreciates the opportunity to make a submission on the National Electricity Rules.  A3P’s membership includes significant energy users involved in the manufacture of paper products, reconstituted wood products and sawntimber.  The combined energy use of the industry is approximately 2.0% of the total Australian energy consumption of both gas and electricity.

A3P is a member of the Energy Users Association of Australia and supports their submission.  This letter outlines some issues of particular significance to A3P members.
Background

The plantation products and paper industry produces and sells more than $12 billion of product each year. It employs 50 000 people in plantation operations, sawmills and paper manufacturing plants, mainly in rural and regional areas.  The industry produces 15 million tonnes of wood annually, and processes this wood into products including 3 million tonnes of paper and 3 million cubic metres of sawn timber.  
The industry is heavily trade exposed, depending on competitively priced energy to maintain a commercial edge and is unable to readily pass added costs through to customers.  Energy supply and pricing is critical in the formula that determines industry growth and investment.
A3P supports the completion of the Council of Australian Governments’ program to make energy markets truly efficient, delivering reliable energy supplies at prices that enable energy-intensive industries to remain internationally competitive.  We welcome the opportunity to provide comment on the draft National Electricity Rules given their importance in controlling the operation of the market.
A3P has maintained an active and constructive role in the energy market reform program on behalf of its members.  We believe the maximum benefit will be achieved if the policy and regulatory processes effectively integrate end users and facilitate more constructive engagement between energy users and energy suppliers.

Comments
Consultation Timeline
Given the content and significance of the National Electricity Rules, A3P believes the timeframe for consultation has been unreasonably short.  The desire to pass legislation establishing new regulatory bodies is acknowledged and A3P supports the timely progress of energy market reform.  However this should not occur at a pace that reduces the involvement and support of market participants.

One of the key objectives of energy market reform is to encourage the informed involvement of users in the market.  The constrained consultation process on the National Electricity Rules has done little to achieve this objective.

In this context, A3P is heavily reliant on commitments made by the Standing Committee of Officials that no changes have been made to the substantive rights and obligations of market participants in translating the current code into the National Electricity Rules.
Advocacy Panel (Clause 8.10)
A3P is concerned about the inclusion of clause 8.10.4 in the proposed rules (obligation of the AEMC to fund the Advocacy Panel ceases on 30 June 2006).  We understand that the intention is to develop an alternative funding model before this time and then amend the rules to implement the new funding arrangement.
It is inappropriate to include a sunset clause in the Rules for the current funding arrangement before any alternative has been outlined.  A3P proposes that clause 8.10.4 should be removed from the Rules and, when an alternative funding model has been agreed, the rules be amended to implement the new arrangement and end the AEMC’s funding obligation.

Reliability Panel (Clause 8.8)
The proposed composition of the Reliability Panel includes a single representative for each of Generators, Market Customers, Transmission Network Service Providers, Distribution Network Service Providers and end users.
The apparent ‘balance’ from including a representative of each group is illusory given that there are four representatives of the supply side and only a single representative of users.  As with most issues in the energy market, reliability is intended to serve the needs of users and it is users who ultimately deal with the ramifications of any deficiencies.

This issue could be addressed by including an additional user representative, allowing one representative each for domestic and business end-users, as with the Advocacy Panel.  Alternatively, the voting arrangements within the Reliability Panel could be adjusted to allow effective user representation on particular issues.
Furthermore, the ability of the AEMC to remove the user representative from the Reliability Panel “at any time for any reason” allows too much latitude and is at odds with constraints on removing other panel members.  While it would not be possible to consult all users before removing their representative, there should be some measure to protect against unwarranted removal.  A3P propose that it should only be possible to remove the user representative(s) on the Reliability Panel with the prior written approval of the Ministerial Council on Energy.

Load Shedding Schedules (Clause 4.3.2)

Clause 4.3.2 of the proposed rules requires each Jurisdictional System Security Coordinator to prepare schedules of sensitive loads and the order in which other loads may be shed if required.
Given the importance of these schedules in determining the likelihood of supply interruptions, A3P considers that, as a minimum, the Jurisdictional System Security Coordinator should seek submissions, consult and take the submissions into account when developing the schedules.

Once again, thank you for the opportunity to comment on the National Electricity Rules.  If you have any queries please contact me at the address above or e-mail miles.prosser@a3p.asn.au.
Yours sincerely
Miles Prosser
Senior Policy Analyst
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Summary


A3P proposes:


that clause 8.10.4 (obligation of the AEMC to fund the Advocacy Panel ceases on 30 June 2006) should be removed from the Rules and, when an alternative funding model has been agreed, the rules be amended to implement the new arrangement and end the AEMC’s funding obligation.


an additional user representative should be added to the Reliability Panel, allowing one representative each for domestic and business end-users, as with the Advocacy Panel.  


it should only be possible to remove the user representative(s) on the Reliability Panel with the prior written approval of the Ministerial Council on Energy.


each Jurisdictional System Security Coordinator should seek submissions, consult and take the submissions into account when developing the schedules of sensitive loads and the order in which other loads may be shed if required.








