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Executive summary

The National Electricity Rules (Electricity Rulegquire instrument transformers to
be tested every 10 years for accuracy, unlesst@amate test plan has been approved
by the Australian Energy Market Operator (AEMOsthament transformers are
designed to transform the voltages or currentsepites the high voltage transmission
and distribution systems to lower values that cantidised by metering devices. If
an instrument transformer is inaccurate, this déacttthe overall accuracy of the
metering installation.

In 2011, the Australian Energy Regulator (AER) wesle aware of a failure by
industry to test instrument transformers in accocgawith the Electricity Rules. The
AER was also notified by AEMO that industry hadni@d a Current Transformer
Testing working group (CTTWG) to identify an accage sample testing approach.

The AER is concerned by the potential harm unteisigtduments transformers may
have on the National Electricity Market (NEM). Howveg, given the work of the
CTTWG and the current lack of industry guidancedesting methodologies, the AER
has chosen to issue a compliance bulletin. The BEReking that industry
demonstrate a willingness to comply by testingragga of their instrument
transformers over 12 months.



1 Introduction

The AER is responsible for compliance and enforggmath respect to the National
Electricity Law (Electricity Law), the ElectricitRules and associated Regulations.
The AER has detailed its methods for compliancearidrcement in th&ER
Enforcement and Compliance — Statement of Appr{f@aigiement of Approach),
available on the AER’s website. The Statement gfr@pch explains our approach to
monitoring compliance, how we respond to potertiaaches and how we decide
whether to take enforcement action.

Chapter 7 of the Electricity Rules governs the apen of metering arrangements in
the NEM. It contains obligations relating to metgrinstallations used for the
measurement of energy, the collection and proviefanetering data and the
accuracy of metering installations. It also essdi#s the role of the responsible
person (RP), which is the registered participaspoasible for the provision,
installation and maintenance of a metering indialta including the testing of the
metering installatior.

The RP, which is a financially responsible marlkatipipant (eg. Market Generator
or Retailer) or a local network service provideN@P), must ensure that the testing
of the metering installation complies with the regments of the Electricity Rules,
the metrology procedure and procedures authorisddruihe Electricity Rules. This
encompasses all components of a metering instailaticluding instrument
transformers.

Instrument transformer is the collective name giteeaurrent transformers (CTs) and
voltage transformers (VTs). The Electricity Ruleguire CTs and VTs to be tested
every 10 years unless an asset management stretedpeen developed and approved
by the AEMO.

The AER has identified a systemic compliance iselated to testing of low voltage
CTs in accordance with the 10 year timing requingim€éherefore, this compliance
bulletin is focused on the testing requirement®wfvoltage CTs. In future, the AER
may broaden its approach to include other typesstfument transformers if it is
considered necessary to ensure industry compliance.

2 Purpose

The purpose of this compliance bulletin is to edeicagistered participants about
their obligations and set out the AER’s expectatimnrelation to further testing. The

! The RP is also responsible for the validation, suliiin and estimation of metering data for typ® Y
metering installations in accordance with the mety procedure.

2 Under the Electricity Rules anetering installationis defined ashe assembly of components including the
instrument transformer, if any, measurement ele(geand processes, if any, recording and displayiggent,
communications interface, if any, that are condlfor the purpose of metrology and which lie betwben
metering point(s) and the point at or near the metepoint(s) where the energy data is made avaddbt
collection.



AER is not providing immunity or otherwise permitgiany breach of the Electricity
Rules. The AER may choose to take enforcementrasticelation to any breach at
any time.

3 Current levels of compliance

The AER monitors the conduct of relevant particigan the NEM to screen for non-

compliance. Monitoring relies on public data aniimation provided by the AEMO

and other entities. The AER uses this informatmadsess participants’' compliance

with the Electricity Rules. Among other things, ¥hER is responsible to monitor and
enforce compliance with the requirement to tesiemeg installations.

In March 2011, AEMO advised the AER that a numbderBs had failed to test
instrument transformers in accordance with theddr yiming requirement set out in
Table S7.3.2 of chapter 7 of the Electricity Rules.

In July 2011, the AER sent a letter to all thevald RPs to ascertain how many
instrument transformers were overdue for testingtHer, it inquired into the
approach RPs were taking to ensure compliancethatl10 year timing requirement
under the Electricity Rules.

The responses received indicate that while sonporeients had demonstrated a
strong commitment to ensure compliance with thiggakion, others have made
limited attempts to comply. In particular, many Rf2sl failed to test their low
voltage CTs. For example, one RP had not testgafaits 15,000 low voltage CTs
in the last ten years. Further, many RPs who wetgelers did not accurately know
how many instrument transformers they were respés$or or how many were due
for testing. The non-compliance appeared to rgdetearily to those that were
retailers and rely on others to fulfil the obligation their behalf.

4 CT Testing Working Group

As a result of the AER’s concerns and the extemoofcompliance, AEMO’s
Information Exchange Committee (IEC) and Retail k&aiExecutive Committee
(RMEC) formed a CTTWG. The group comprises 12 mamsbepresenting LNSPs,
retailers and metering providers.

The purpose of the CTTWG was to investigate mattdevant to the testing of low
voltage CTs and to develop an industry-wide apgrdadhe testing of low voltage
CTs. This included the development of an appropampling testing methodology.

5 Relevant Rules

This section summarises the provisions of the Etggt Rules that are relevant to
this compliance bulletin.



Chapter 7 of the Electricity Rules governs the apen of metering arrangements in
the NEM, including the relevant rules related te tésting of instrument
transformers.

Rule 7.2.5(d)(2)

Rule 7.2.5(d)(2) of the Electricity Rules requifeBs to ensure the componénts
accuracy and testing of each of its metering itedtah complies with the
requirements of the Electricity Rules, the metrglpgocedure and procedures
authorised under the Electricity Rules. Rule 7(&)3s also a civil penalty provision.

Schedule 7.3.1(a)

Schedule 7.3.1(a) provides that the RP must erlsatequipment comprised in a
purchased metering installation has been testdtetoequired class accuracy with
less than the uncertainties set out in Table Sofdchapter 7 of the Electricity Rules.
Table S7.3.2 requires RPs to test instrumentsfoansrs at least every 10 years.

Schedule 7.3.1 (c)

Schedule 7.3.1(c) provides that the RP (or anyrgiheson arranging for testing)
must ensure that testing of the metering instaltais carried out in accordance with
the testing requirements under the Electricity Bute in accordance with an asset
management strategy that defines an alternatiieggsractice (other than time-
based) determined by the RRd approved by AEMO.

5.1 Rule enforcement

The AER may issue infringement notices or instifuteceedings in a Court in
relation to a breach of the Electricity Rules.

The relevant rule in relation to meter testing iifead above is a civil penalty
provision, so the AER may issue an infringemeniceodf $20,000. The AER may
alternatively initiate proceedings in a Court. Taurts can make a range of orders or
require a civil penalty to be paid. For a body cogbe, the civil penalty can be:

(A) an amount not exceeding $100 000; and
(B) an amount not exceeding $10 000 forydary during which the breach
continues,

6  Approach to compliance

Based on the information provided by AEMO and thgistered participants
responsible for metering installation testing, AR believes that the failure to
comply with the low voltage CT testing requiremenitshe Electricity Rules is
widespread.

3 Metering installation components are defined bieRU3.1 of the Electricity Rules. It includes CTslafTs.
4 Rule 7.6.1(a) of the Electricity Rules
® 5.58 of the Electricity Law



While in many cases metering providers, who aredirettly captured by the Rules,
undertake the actual testing of metering instalfegj the obligation to ensure that
testing occurs ultimately lies with the RP defingaler the Electricity Rules.

As noted above, the AER could instigate enforcemaetion, including seeking civil
penalties. However, given the apparent lack ofrdledustry guidance on an
acceptable approach to sample testing, and test@tigodologies, and the work of the
CTTWG, the AER has decided, at this stage, ondaheviing approach.

In the AER’s view, there are two options availatdldrPs to demonstrate a
willingness to comply. These include:
1. Undertaking an alternative testing practice appidwe AEMO
2. Testing a representative 10% sample of low vol@gs from all family types
over the coming 12 months.

These two approaches are explained further below.

6.1 Alternative testing practice approved by AEMO

As set out above, S7.3.1(c) of the Electricity Ryleovides that the RP may test
metering installations in accordance with an assgtagement strategy that defines
an alternative testing practice (other than timgeebla determined by the Ridd
approved by AEMO.

To date, AEMO has rejected alternative (samplajngpractices for low voltage
CTs proposed by participants, based on the laekngirical evidence supporting
sample testing as a way of validating the accucd@}l instrument transformers.
Coming out of the CTTWG process, AEMO has agrequutdish a guideline

regarding alternative testing practices for insteatrtransformers (the guideline).

The guideline will set out what AEMO deems to beaaneptable alternative testing
practice. For RPs to satisfy the requirements efgiindeline, their asset management
plan will need to include a low voltage CT testpign which is consistent with the
guideline.

Under the guideline, RPs who seek to undertakdtamative testing practice will be
required to submit their test plans to AEMO by ARG12, with the test program
commencing from July 2012.

It should be noted that if a RP adopts this apgratadoesnot affect the AER’s
discretion to take any enforcement action it comsgppropriate at any time prior to
July 2012. Furthermore, the AER may take enforceraetion after July 2012 if there
is ongoing non-compliance (for example, the RPsfaalfulfil the testing practice
approved by AEMO).

6.2 12 month instrument transformer testing

If the RP fails to have an alternative testing pcacapproved by AEMO, the RP
should test at least a representative 10 per eemple of its low voltage CTs from all
family types which are due for testing between ¥ 2012 and 30 June 2013. Where
records of historical test results are not avadaBRPs should assume that the
instrument transformer in question has not bededda accordance with the timing
requirement in the Electricity Rules.



Before the commencement of tests, the RP shouldde@ copy of their test plan to
AEMO. The plan should list those low voltage CTatttine RP proposes to test within
the next 12 months and the proposed dates foetts. tPlans should be provided to
AEMO by April 2012.

Test results should be provided to AEMO within 122month period or upon a
request from AEMO. AEMO will record this information a central depository and
will report the results back to the AER.

It should be noted that if a RP satisfies the lI0cpat threshold as set out above, this
doesnot affect the AER's discretion to take any enforcenagtion it considers
appropriate at any time in relation to any RPspéaf/éhere is a single instance of non-
compliance. However, the AER will have regardhe tact that a RP has satisfied or
proposes to satisfy the 10 per cent threshold vdeerding whether to take
enforcement action.

This 12 month instrument transformer testing optgan interim solution. At the end
of the 12 month period, the AER will assess wheéhferrther 10%, or another sample
size of low voltage CTs, should be tested by RPs adve adopted this approach.

6.3 Next steps

In July 2012, the AER will seek advice from AEMO thre number of RPs which
have not provided AEMO with a low voltage CT telstrp Through 2012-13, the
AER will monitor closely the extent of test resudtdbomitted to AEMO.

In July 2013, the AER will seek advice from AEMO whether any RPs have not

met the 10 per cent threshold or complied withrthiernative testing regime agreed
with AEMO.
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