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Introduction

The AER is required to publish a report covering ¢gircumstances in which the spot price
exceeds $5000/MWhThe report:

. describes the significant factors contributing tee tspot price exceeding
$5000/MWHh, including withdrawal of generation capacand network
availability;

. assesses whether rebidding contributed to thepsfmat exceeding $5000/MWh;

. identifies the marginal scheduled generating uaitst

. identifies all units with offers for the tradingtémval equal to or greater than
$5000/MWh and compares these dispatch offers &vaet dispatch offers in
previous trading intervals.

Summary

On 19 November 2010, the spot price in Tasmaniahezh $12 400/MWh for the 7 am
trading interval, the equal highest spot price exemorded in the National Electricity
Market. The high price resulted from Hydro Tasmania’sdbid strategy and its control of
non-scheduled generation output.

At the time of high prices, there was a step redudby Hydro Tasmania in the availability
of its low-priced capacity, which it replaced withpacity priced at close to the price cap. As
a result, at the time only 450 MW was offered bydky Tasmania at below $50/MWh,
compared to around 1700 MW in surrounding peridde output from Hydro Tasmania’s
non-scheduled generators was also reduced duriagpéniod, which effectively increases
demand.

Imports across BassLink and other Tasmania geparatas insufficient to meet demand.
This meant that only a small amount of Hydro Tagaiarhigh-priced capacity was required
to be dispatched and set the price. Hydro Tasnfasseemployed the same strategy on most
occasions where the price has exceeded $5000/MVWasmania.

Actual and forecast conditions

Figure 1 compares the actual demand and spot prideasmania with that forecast by
AEMO 4 and 12 hours ahead of dispatch.

Figure 1: Actual and forecast demand and spot price

Friday 7 am Actual 4 hr forecast 12 hr forecast
Demand (MW) 1353 1277 1251
Spot Price ($MW/h) 12 400 12 400 32

! Pursuant to clause 3.13.7 (d) of the ElectricityeR.

2 The other occasions were on 7 and 8 August 20I0asmania. The market price cap increased on 1 July
2010 from $10 000/MWh to $12 500/MWh.

% The same strategies were employed by Hydro Tasn@mil0-19 June 2009, 22 May 2010 and 7-8 August
2010. The AER has published $5000 reports covehiege events.



Conditions on the day saw demand around 100 MWehigtan forecast 12 hours ahead and
80 MW higher than forecast four hours ahead. Pnog® as forecast four hours ahead but
much higher than forecast 12 hours ahead.

Initial forecasts (day ahead) showed prices of BIWMWh for the 6.30 am and 7 am
trading intervals. The 12 hour ahead forecast prexuced significantly as a result of
rebidding by Aurora Energy to commit all of its dable plant into service (explained in the
“Generator offers and rebidding” section). At 1 amthe Friday a small increase in forecast
demand saw the forecast price for the 7am traditegval return to very high levels.

Generator offers and rebidding

Around 2267 MW was offered through initial (day-atgoffers. Hydro Tasmania accounted
for around 85 per cent of this capacity, while Aar&nergy offered 346 MW.

Figure 2 showsnitial (day-ahead) offers for Hydro Tasmania. It can be seen thatiBgant
capacity was priced above $5000/MWh for the traditigrvals between 5 am and 7 am on
the morning of 19 November. The initidbrecast prices (RRP) coincident with the
high-priced offers is shown by the grey line.

For the remainder of the day, almost all capaciyg wriced at under $50/MWh (indicated by
the dark green shading).

Figure 2: Initial Hydro Tasmania offers and forecdspot prices for Tasmania
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In response to the high forecast prices, at 4.29lpnday before, Aurora Energy rebid to
commit 138 MW of open cycle gas turbines (at BedlyBrhree and Tamar Valley). This
rebid shifted 138 MW of capacity from prices ab&2900/MWh to zero during the morning
of 19 November. The reason given was “15:26 A matich price forecast”.

This increase in the availability of low-priced eapy resulted in the forecast price for the
7 am trading interval falling to $32/MWh.



There was no available capacity priced betweenM81 and $11 800/MWh for the 7 am
trading interval, so small changes in demand owvos capability had the potential to cause
large swings in prices.

Hydro Tasmania was the only participant with catyapriced at or above $5000/MWh
during the high priced period. Around 1473 MW otittlee 1921 MW offered by Hydro
Tasmania was priced above $11 000/MWh, while timeaieder of the day almost all of its
capacity was offered at prices below $50/MWh.

There was no other significant rebidding.

Three of Hydro Tasmania’s non-scheduled generé@itsy, Paloona and Repulse) reduced
their output prior to the step reduction in lowged capacity The total output of these
generators increased by almost 40 MW soon aften,7vehen the availability of capacity
priced below $50/MWh increased from 448 MW to 188W. Figure 3 shows the change in
output coincident with the changed offer pricese BER has written about the impacts of
non-scheduled generation on high price outcom@sémania in previous repons.

Figure 3: Change in output from Hydro Tasmania’s mescheduled generators
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Hydro Tasmania can raise prices almost at wilhulgh bidding its capacity at high prices. It
can also influence the price by varying the oufgluits non-scheduled generators, which is
treated as a change in demand.

Details on how the price was determined by the etasitstems are iAppendix A.

Australian Energy Regulator
January 2011

* The output from non-scheduled generators is tdeasenegative demand, so any variation in theipuitis
reflected in the demand that must be met by sclkddgknerators. For example, a 10 MW increase from a
non-scheduled generator is treated as a 10 MW aseia demand.

®> $5000 reports covering the events of 10-19 Ju®®202 May 2010, and 7-8 August 2010, and the week!
report for 16-22 May 2010.



Appendix A — Price setters for 19 November 2010

The following table identifies the trading interval which the spot price exceeded
$5000/MWh. Each five-minute dispatch interval praoed the generating units involved in
setting the energy price, as published in the makstems are shown. Also shown is the
energy or ancillary service offer price involved determining the dispatch price together
with the quantity of that service and the contridtto the total energy price. The 30-minute
spot price is the time weighted average of thel&patch interval prices.

Friday 19 November — 7 am

Dispatch Marginal

Time price Participant Unit Service Offer price change Contribution

06:35 $12 400.00 Hydro Tasmania JBUTTERS Energy $12 400.00 $1.00 $12 400.00
06:40 $12 400.00 Hydro Tasmania JBUTTERS Energy $12 400.00 $1.00 $12 400.00
06:45 $12 400.00 Hydro Tasmania JBUTTERS Energy $12 400.00 $1.00 $12 400.00
06:50 $12 400.00 Hydro Tasmania JBUTTERS Energy $12 400.00 $1.00 $12 400.00
06:55 $12 400.00 Hydro Tasmania JBUTTERS Energy $12 400.00 $1.00 $12 400.00
07:00 $12 400.00 Hydro Tasmania JBUTTERS Energy $12 400.00 $1.00 $12 400.00

Spot price $12 400/MWh



