
AGENDA ITEM 3. PRE MARKET RULE CHANGE DISCUSSIONS
Proposed Action
It is proposed that MAC members support the discussion of each proposed change with the IMO before it is formally submitted.

Background

The Market Rules set the timelines for processing a rule or procedure change proposal. This means that the Rules set a limit on the time MAC, and any MAC appointed Working Group, has to meet and assess any proposals the IMO refers to MAC. 
The standard rule change process requires MAC to advise the IMO before a draft report is produced and published. In practical terms, this means MAC and any appointed Working Group will have to meet and consider a proposed change early in the six week submission period, in order to deliver a recommendation to the IMO before the IMO prepares and publishes the draft rule change report. 
The process in the Rules, and thus every timeline, for processing a change proposal is activated as soon as a formal proposal is received by the IMO. Once a proposal is submitted by a Participant, the IMO can not, without publishing a formal time extension notice, alter any timeline to, for example, allow MAC to analyse a proposal during a scheduled MAC meeting. In the situation where many rule change proposals are submitted to the IMO at random intervals, the timelines in the Market Rules may require MAC to meet quite frequently.

In order to achieve better market rule outcomes, the IMO recommends that Rule Participants contact the IMO and discuss a suggested change before submitting a formal proposal.  This will enable complex issues to be thoroughly assessed without being confined by time limits. 
The IMO will also endeavour to discuss potential rule changes with MAC prior to formally commencing a rule change process.  This will also help participants to be informed of potential changes proposed by the IMO early in the process and thereby have more opportunity to influence the nature of the change when it is formally considered. 
Early discussions, in particular detailed discussions and analysis regarding the issue that needs to be addressed, should assist in the development of sustainable rule or procedure changes that meet the needs of participants and further the achievement of the Market Objectives. 
The MAC nominated Working Groups, as discussed in Agenda Item 4, are one way to fully explore issues and potential options to address problem areas prior to commencement of the formal rule change process.

AGENDA ITEM 4. MAC WORKING GROUPS
Proposed Action
It is proposed that MAC establish three Working Groups, to assist MAC in advising the IMO about changes relating to each Group’s area of expertise. The three proposed Working Groups are:
· Reserve Capacity Refund Mechanism Group

· IMO Procedure Change and Development Group
· System Management Procedure Change and Development Group

It is proposed that MAC approves the suggested terms of reference for each group, endorses the industry composition, and nominates suitable persons to form the Working Groups. 
Background
The Reserve Capacity Refund Mechanism Group

A number of shortcomings have been identified with the Reserve Capacity Refund arrangements within the present Market Rules.  In particular, the current arrangements do not send the correct incentive to Market Participants regarding plant availability. 
The objective of the Reserve Capacity Refund Mechanism Group will be to recommend to MAC a revised arrangement for the Reserve Capacity Refund Mechanism which is better aligned with the Market Objectives and the original intent of the Reserve Capacity Refund concept.  Specifically, the focus of this group will be the level of refunds that should be applied during any particular trading interval, or through any day.  
The Working Group will have a 2 month timeframe, with the objective to deliver a report proposing an alternative set of refund arrangements at the end of April 2007.
The Procedure Change and Development Working Groups

Procedure changes are often of a detailed nature and require a thorough technical analysis before a suitable recommendation can be made.  It is proposed that the IMO and System Management Procedure Change and Development Groups will discuss, assess and develop proposed changes to procedures, and submit these to MAC to assist MAC in advising the IMO on procedure changes. 
These groups will have an ongoing role being convened as needed whenever procedure changes relating to their respective areas are proposed.
General

It is envisaged that each of the Working Groups will represent all classes of Rule Participants; Generators, Retailers, System Management, Network Operators and the IMO. 
The Working Group’s will have a Chairperson, who convenes the group upon request from the MAC Chairperson, or as required to complete its Scope of Work within the required timeframes. 
MAC will determine which rule and procedure change proposals require more detailed assessment by a Working Group before MAC provides advice to the IMO.  MAC may appoint additional Working Groups to assist in assessing rule changes in areas not covered by the established Working Groups.
Appendix A provides suggested terms of reference for the Working Groups and potential members for each of the groups.  The proposed composition of the Working Groups has been derived from the previous Working Groups that assisted in the development of the Wholesale Electricity Market Rules and Procedures; the Market Procedures Working Group, the Operating Procedures Working Group and the ACAP Mechanism Expert Team.

Appendix A 

Terms of Reference

The Reserve Capacity Refund Mechanism Group
SCOPE
The Reserve Capacity Refund arrangements need to be better aligned with the Market Objectives and the original intent of the Reserve Capacity Refund concept.  The IMO has prepared a discussion paper that outlines the issues with the current Market Rule provisions and has put forward some alternative arrangements for consideration.
In order to propose an alternative set of refund arrangements, the Working Group is requested to:

· Assess and propose key drivers for the Capacity Refund Mechanism.
· Assess, amend and propose a set of Outage Scenarios to be used for a quantitative analysis.

· Conduct quantitative analysis of Outage Scenarios against the Capacity Cost Refund mechanism alternatives.

· Complete preliminary qualitative analysis of each Capacity Refund mechanism alternative.
· Assess and propose an alternative Capacity Refund mechanism.

· Prepare a report proposing a revised refund arrangement, by end April 2007.

The output of the Working Group will be a Report to MAC which provides a recommended refund arrangement and demonstrates that the proposed change will further the achievement of the Wholesale Market Objectives.  
MEMBERSHIP AND PROCESS
· Members of the Working Group are appointed and substituted by MAC.

· The members of the Working Group are:
Patrick Peake (Chair)
-
IMO

Brendan Clarke
-
System Management (former Chair of the ACAP Group)
Phil Kelloway
-
System Management
Mark McKinnon
-
Industry Representative, Alinta

Paul Keay

-
Industry Representative, Premier Power 

Ky Cao

-
Industry Representative, Perth Energy
Andrew Sutherland
-
Industry Representative, Transalta
Sarah Kok

-
Synergy Representative

Brad Huppatz
-
Verve Representative
Dora Guzeleva
-
IMO 

· The Working Group must meet the timeframes set by the MAC Chairperson, including by providing a report proposing a revised refund arrangement, by end April 2007.
· The Working Group will focus on Market Rules 4.26.1 and 4.26.3

· The Working Group will refer any other issues the Group encounters during its operation back to MAC for consideration
· Members are expected to attend as many Working Group meetings as practicable.

· MAC may review, amend and extend these terms of reference, as necessary.

Terms of Reference

The IMO Procedure Change and Development Group

SCOPE

The Working Group’s scope of work includes consideration; assessment and development of changes to IMO Market Procedures which the Market Rules require the IMO to develop.  A Report on each Procedure Change proposed by the Working Group will be provided to MAC which demonstrates that the proposed change is consistent with the Wholesale Market Objectives and the Market Rules.  
TERMS OF REFERENCE
· Members of the Working Group are appointed and substituted by MAC.

· The members of the Working Group are:



Dora Guzeleva (Chair)
-
IMO



Rachael Smith
-
Industry Representative Alinta Limited



Yin Heng
-
Industry Representative, Perth Energy



Alistair Butcher
-
System Management Representative



Jenny Conroy
-
Synergy Representative



Debbie Billingham
-
Verve Representative



Troy Forward
-
IMO 

· An issue can be referred to the Working Group for consideration by MAC or the IMO.  Generally, issues referred to the Working Group will relate to proposed Procedure Changes.
· The Working Group will be convened by the Chair upon request from the MAC Chairperson, or as required to complete its Scope of Work within the required timeframes.

· The Working Group will meet as required to provide MAC and the IMO with a detailed analysis and advice regarding the issue referred to them.

· The Working Group will consider and develop, where appropriate, Procedure changes within the timeframes set by the Chair with respect to each proposed Procedure change.

· Procedure Changes proposed by the Working Group must be consistent with the Wholesale Market Objectives and the Market Rules

· Members are expected to attend as many Working Group meetings as practicable.

· MAC may review, amend and extend these terms of reference, as necessary.
Terms of Reference

The System Management Procedure Change and Development Group

SCOPE

The Working Group’s scope of work includes consideration; assessment and development of changes to System Management Market Procedures which the Market Rules require System Management to develop.  A Report on each Procedure Change proposed by the Working Group will be provided to MAC which demonstrates that the proposed change is consistent with the Wholesale Market Objectives and the Market Rules.  

MEMBERSHIP AND PROCESS
· Members of the Working Group are appointed and substituted by MAC.

· The members of the Working Group are:


Murray Caston (Chair)
-
System Management 


Christopher McDonagh
-
Industry Representative, Alinta Limited


Shane Cremin

-
Industry Representative, The Griffin Group


Yin Heng

-
Industry Representative, Perth Energy


Bill Bowyer

-
Industry Representative, Renewable Power Ventures


Debbie Billingham
-
Verve Representative


Jenny Conroy

-
Synergy Representative

Alistair Butcher

-
System Management


Dora Guzeleva

-
IMO 


Troy Forward

-
IMO
· An issue can be referred to the Working Group for consideration by MAC or the IMO.  Generally, issues referred to the Working Group will relate to proposed Procedure Changes.

· The Working Group will meet as required to provide MAC and the IMO with a detailed analysis and advice regarding the issue referred to them.

· The Working Group will consider and develop, where appropriate, Procedure changes within the timeframes set by the Chair with respect to each proposed Procedure change.

· Procedure Changes proposed by the Working Group must be consistent with the Wholesale Market Objectives and the Market Rules

· Members are expected to attend as many Working Group meetings as practicable.

· MAC may review, amend and extend these terms of reference, as necessary.
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