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Meeting Agenda 

Meeting Title: Market Advisory Committee 

Meeting Number: 2017-03 

Date: Wednesday 12 July 2017 

Time: 1:00 pm – 4:00 pm 

Location: 
Training Room No. 1, Albert Facey House 

469 Wellington Street, Perth 

 

Item Item Responsibility Duration 

1 Welcome  Chair 5 min 

2 Meeting Apologies/Attendance Chair 5 min 

3 Minutes from Previous Meeting Chair 5 min 

4 Actions Arising Chair 5 min 

5 Market Rules 

 a) Overview of Rule Change Proposals Laura Koziol 10 min 

 b) Pre Rule Change Proposal RC_2017_06 
Reduction of the prudential exposure in the 
Reserve Capacity Mechanism 

AEMO 30 min 

 c) Pre Rule Change Proposal RC_2017_07 
Reserve Capacity Mechanism – Transitional 
Rules 

AEMO 15 min 

 d) RC_2017_02: Implementation of 30-Minute 
Balancing Gate Closure – Presentation and 
Discussion 

Chair 40 min 

 e) Rule Change Prioritisation and Scheduling 
Framework 

Laura Koziol 45 min 

6 Update on AEMO’s Market Procedures AEMO 10 min 

7 General Business Chair 10 min 

Next Meeting: 16 August 2017 

Please note this meeting will be recorded. 
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Minutes 

Meeting Title: Market Advisory Committee (MAC) 

Meeting No: 2017-02 

Date: 14 June 2017 

Time: 1:00 pm – 2:45 pm 

Location: Training Room No. 1, Albert Facey House 

469 Wellington Street, Perth 

 

Attendees Class Comment 

Rajat Sarawat Chair  

Martin Maticka AEMO  

Dean Sharafi System Management  

Will Bargmann Synergy  

Matthew Martin Minister’s Appointee – Small-Use Consumer 
Representative 

 

Geoff Gaston Market Customers  

Steve Gould Market Customers  

Shane Cremin Market Generators  

Wendy Ng Market Generators  

Peter Huxtable Contestable Customers  

Sara O’Connor Economic Regulation Authority (ERA) 
Observer 

 

 

Apologies Class Comment 

Margaret Pyrchla Western Power  

 

Also in attendance From Comment 

Stuart MacDougall AEMO Presenter 

Mark Katsikandarakis AEMO Observer 

Jacinda Papps Alinta Energy Observer 

Ignatius Chin Bluewaters Power Observer 
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Patrick Peake Perth Energy Observer 

Angelina Cox Synergy Observer 

Jenny Laidlaw RCP Support Presenter 

Laura Koziol RCP Support Presenter 

Rebecca Herbener RCP Support Minutes 

 

Item Subject Action 

1 Welcome 

The Chair welcomed MAC members and observers to MAC 
meeting 2017-02. 

 

2 Meeting Apologies/Attendance 

The following apologies were noted: 

 Margaret Pyrchla – Western Power 

 

3 Minutes from Previous Meeting 

The minutes of the previous MAC meeting held on 1 May 2017 
were circulated on 23 May 2017.  

Mr Will Bargmann noted that the comment attributed to him in 
the second complete dot point on page 8 of the draft minutes 
does not reflect Synergy’s view and requested that this 
clarification be documented.  (Note: the comment has been 
removed from the final version of the minutes.) 

Subject to Mr Bargmann’s request the minutes were accepted as 
a true record of the meeting. 

Action: RCP Support to review the minutes of MAC meeting 
2017-01 with respect to Mr Bargmann’s request for 
clarification and then publish the minutes as final. 

 

 

 

 

 

 

 

 

 

RCP Support 

4 Actions Arising 

The Chair provided an overview of the open action items. 

Action 2/2017: RCP Support intends to provide a draft 
assessment framework for discussion at the next MAC meeting 
before submitting it to the Rule Change Panel. The objective is to 
agree on a framework for assessing and prioritising the 
progression of the 10 IMO Rule Change Proposals and any new 
Rule Change Proposals received by the Rule Change Panel. 

Action 3/2017: proposed drafting for changes to the Market 
Procedure: Procedure Administration would be discussed under 
Agenda Item 7. 

Action 4/2017: the draft terms of reference for the new AEMO 
Procedure Change Working Group would be discussed under 
Agenda Item 7. 
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5a Overview of Rule Change Proposals 

Ms Laura Koziol provided an update on the open Rule Change 
Proposals. The following key points were discussed. 

Ms Koziol noted that since the circulation of the meeting papers 
the first submission period for the Rule Change Proposal: 
Implementation of 30-Minute Balancing Gate Closure 
(RC_2017_02) had closed. The Rule Change Panel received six 
submissions on the proposal.  

Mr Martin Maticka asked if RCP Support intended to maintain a 
log of issues to be addressed in the Market Rules. Ms Koziol 
answered that RCP Support was maintaining a log for minor and 
typographical errors but the Rule Change Panel could not 
propose any rule changes beyond that scope. Mr Maticka 
suggested that a central issues log might assist stakeholders to 
coordinate the development of Rule Change Proposals and 
avoid doubling up on work.  

There was some discussion about the logs maintained by the 
IMO in the past (minor and typographical, problem, 
enhancement and the Market Rules Evolution Plan) and the 
potential roles of AEMO, the Public Utilities Office (PUO), the 
ERA and RCP Support in capturing and addressing Market 
Rules issues. Mr Matthew Martin suggested that these parties 
discuss the matter further off-line and report back to the MAC at 
a later date.  

Action: AEMO, the PUO, the ERA and RCP Support to discuss 
options to log and coordinate the management of problems 
with, and proposed enhancements to, the Market Rules and 
report back to the MAC on a proposed approach. 

Mr Will Bargmann asked if RCP Support could include Amending 
Rules gazetted by the Government but yet to commence in the 
Rule Change Proposal Overview, as this would increase 
transparency. The MAC agreed that this would provide useful 
information and that links to the relevant gazettal notices should 
also be provided on the Rule Change Panel’s website. 

Action: RCP Support to include details of Amending Rules 
gazetted by the Minister but yet to commence in the Rule 
Change Proposal Overview. 

Action: RCP Support to provide links to gazettal notices 
containing Amending Rules made by the Minister on the Rule 
Change Panel’s website. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

AEMO/PUO/ 
ERA/ RCP 
Support 

 

 

 

 

RCP Support 

 

RCP Support 

5b Pre Rule Change Proposal RC_2017_05: AEMO Role in 
Market Development 

Mr Maticka provided an overview of the Pre Rule Change 
Proposal. The following key points were discussed. 

Mrs Jacinda Papps and Mr Martin agreed that AEMO had an 
important role to play in the development of the market and 
AEMO’s market development function should be funded 
appropriately.  
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Mrs Papps noted that the recent Vertigan and Finkel Reviews 
both raised concerns about a lack of clarity regarding AEMO’s 
role in the National Electricity Market (NEM). Both reviews 
recommended the development of a Statement of Role for 
AEMO, to provide greater clarity on its role than is given in the 
National Electricity Law (NEL). Mrs Papps noted that the 
proposed rule drafting was taken from the NEL and suggested 
AEMO should avoid introducing a similar uncertainty into the 
WEM.   

Mr Maticka agreed that a tighter definition (e.g. to clarify what 
constituted the “operation” of the market) was needed to help 
distinguish between the roles of AEMO and the PUO. Mr Martin 
agreed on the need to develop greater clarity about the market 
development roles of each organisation.  

Ms Laidlaw noted that previously the IMO had an obligation 
under the Market Rules to develop Rule Change Proposals in 
some situations and that currently no party had a similar 
obligation. Mr Maticka advised that AEMO would continue to 
develop Rule Change Proposals where it became aware of 
material operational issues.  

In response to a question from Mr Shane Cremin, Mr Maticka 
noted that when it took over the operation of the WEM AEMO 
had 4.5 full time equivalent resources assigned to market 
development. The resources were later allocated to energy 
market reform, but as the reform program had slowed down 
AEMO proposed to redirect resources to business as usual 
market development activities. There was some discussion 
about the challenges of predicting AEMO’s resource needs for its 
market development functions.  

Mr Bargmann asked for clarification on the budget approval 
process for AEMO’s market development function. The Chair 
replied that AEMO’s Allowable Revenue, including its budget for 
any market development role, was assessed and approved by 
the ERA. The Chair noted that it was therefore critical to develop 
wording that clarified AEMO’s market development role, as 
without such clarity it would be difficult for the ERA to assess 
AEMO’s budget submissions. The Chair also suggested that 
giving new roles to different institutions constituted an 
institutional reform and so the Government would need to be 
comfortable with the proposed changes.  

Mr Dean Sharafi noted that the Finkel Review had also 
recommended a system planning function for AEMO, and AEMO 
was currently assessing the need to undertake the same function 
in the WEM. In response to a question from Mr Bargmann, Mr 
Sharafi clarified that this system planning function was not yet 
performed in the WEM.  

Mr Maticka advised that AEMO would consider how to provide 
greater clarity in the proposal about AEMO’s market 
development role, before submitting the proposal formally to the 
Rule Change Panel.  
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The MAC supported the progression of the Rule Change Proposal 
into the formal rule change process.  

5c Discussion of Rule Change Proposal Addressing Issues 
with Prudential Requirements 

Mr Stuart MacDougall gave an overview of the status of the Rule 
Change Proposal currently under development. A copy of 
AEMO’s presentation is available on the Rule Change Panel’s 
website. 

The following key points were discussed.  

Mr MacDougall noted that as a result of AEMO’s stakeholder 
consultation it now proposed to: 

 publish the final Individual Reserve Capacity Requirements 
(IRCRs) and the applicable ratios five Business Days before 
the relevant Interval Meter Deadline; 

 not change the Peak Trading Intervals for a Hot Season or 
Trading Month after their initial determination; 

 allow Market Participants whose Capacity Credits were 
reduced two Business Days to resolve any resulting 
over-allocation before reversing any remaining over-allocation 
on a proportional basis; and 

 purchase any over-allocation of Capacity Credits to a Market 
Customer at the Reserve Capacity Price. 

Mr MacDougall noted that the associated changes to the 
Outstanding Amount calculation would be the subject of a 
separate Procedure Change Proposal. Mrs Papps commended 
the level of consultation undertaken by AEMO on the Rule 
Change Proposal and noted it would be beneficial if AEMO 
consulted in a similar manner on the Procedure Change 
Proposal, given the potential effects of changes to the 
Outstanding Amount calculation on Market Participants. Mr Mark 
Katsikandarakis confirmed AEMO’s intention to engage 
extensively with stakeholders on the Procedure Change 
Proposal to ensure that the amended Outstanding Amount 
calculation was fair and robust. 

Mr Geoff Gaston asked if over-allocations to Market Customers 
arising from the recalculation of IRCRs for settlement 
adjustments would be managed in the same way. 
Mr MacDougall confirmed that this was AEMO’s intention. 

MAC members agreed that: 

 once AEMO has completed its internal review process RCP 
Support should, on AEMO’s behalf, circulate the Pre Rule 
Change Proposal to MAC members and the current meeting 
observers for a 1-2 week out of session review; and  

 after consideration of any feedback AEMO should submit the 
proposal into the formal rule change process. 

In response to a question from Mr Ignatius Chin, 
Mr Katsikandarakis advised that the Rule Change Proposal and 
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Procedure Change Proposal could be progressed concurrently 
and were proposed to be implemented at the same time. Once 
the Rule Change Proposal was in the formal process AEMO 
intended to start consulting with stakeholders about the 
proposed changes to the Outstanding Amount calculation. 

Action: RCP Support to circulate AEMO’s Pre Rule Change 
Proposal addressing issues with prudential requirements to 
MAC members and Meeting 2017-02 observers for out of 
session review. 

 

 

 

 

RCP Support 

6 Update on AEMO’s Market Procedures 

Mr Maticka and Mr Sharafi provided an overview on AEMO’s 
Procedure Change Proposals. The following key points were 
discussed. 

Market Procedures 

The Procedure Change Proposal: Determination of Expected 
DSM Dispatch Quantity and DSM Activation Price (PC_2017_01) 
has now commenced.  

The consultation period for the Procedure Change Proposal: 
Determination of DSM Dispatch Payment Tranches and 
Adjustments (AEPC_2017_03) was currently open and would 
close on 3 July 2017. 

A workshop was scheduled on 26 June 2017 to discuss changes 
to the following Market Procedures before the formal initiation of 
Procedure Change Proposals: 

 Undertaking the Long Term PASA and conducting a review of 
the Planning Criterion (minor changes); 

 Certification of Reserve Capacity - to facilitate the upcoming 
changes to the Market Rules; and 

 Reserve Capacity Performance Monitoring. 

Power System Operation Procedures (PSOPs) 

AEMO is developing a Procedure Change Proposal to amend 
the Dispatch PSOP to allow AEMO to get current consumption 
details from Demand Side Programme (DSP) providers, to 
support calculation of the amount by which a DSP was 
requested to reduce its consumption. This Procedure Change 
Proposal is required by 1 October 2017. 

AEMO also has a consultant working on the development of IMS 
Protocol and Network data modelling PSOPs in consultation 
Western Power. The PSOPs are targeted for completion before 
System Management’s move into AEMO’s new office.  

 

7 Proposed Terms of Reference for AEMO Procedure Change 
Working Group 

Ms Laidlaw provided an overview of the proposed Terms of 
Reference for the new AEMO Procedure Change Working Group 
(APCWG) and associated proposed amendments to the Market 
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Procedure: Procedure Administration. The following key points 
were discussed. 

Terms of Reference 

Mrs Papps noted that the proposed 10 Business Day deadline 
for the publication of final meeting minutes would not provide 
AEMO with sufficient time to consider stakeholder feedback. 
MAC members agreed that the deadline should be extended to 
11 Business Days. 

Mr Bargmann considered that participants should be able to 
request a standing invitation to APCWG meetings so they would 
not have to register for each individual meeting. Mr Maticka 
proposed that the Terms of Reference be amended to include 
the option for a standing nomination. 

MAC members also agreed to Mr Peter Huxtable’s suggestion to 
remove the explicit webpage address in section 7 of the Terms 
of Reference. 

Mr Chin asked if the meeting papers could be circulated more 
than five Business Days before each meeting. Mr Maticka noted 
that the timeframe was consistent with the timeframe for the 
circulation of MAC papers. MAC members agreed that five 
Business Days were sufficient. 

The MAC approved: 

 the establishment of the APCWG; and  

 the Terms of Reference for the new Working Group, subject to 
RCP Support and AEMO making the minor amendments 
requested by MAC members. 

Action: RCP Support and AEMO to make the changes 
requested by the MAC to the Terms of Reference for the 
AEMO Procedure Change Working Group and publish the 
amended Terms of Reference on the Rule Change Panel’s 
website. 

Mr Dean Sharafi advised that Mr Greg Ruthven would be the 
Chair of the APCWG.  

Market Procedure: Procedure Administration 

Ms Laidlaw sought feedback from MAC members on the 
proposed amendments to the Market Procedure. 

Mrs Papps considered that the reference to the Maximum 
Reserve Capacity Price Working Group was confusing as the 
Maximum Reserve Capacity Price was now called the 
Benchmark Reserve Capacity Price. The MAC agreed that the 
example should be removed from the Market Procedure. 

The MAC supported Mr Chin’s suggestion to replace the term 
“current existing active Working Groups” in step 2.2.4 with 
“active Working Groups”.  

The MAC raised no other concerns with the proposed 
amendments and made no further suggestions for changes to 
the Market Procedure.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

RCP Support/ 
AEMO 
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Ms Laidlaw noted that the Rule Change Panel intended to 
develop a Procedure Change Proposal to progress the proposed 
changes to the Market Procedure. 

8 General Business 

Upcoming Rule Change Proposal 

Mr Maticka noted that AEMO was developing a Rule Change 
Proposal to address a manifest error relating to the upcoming 
commencement of the Amending Rules 2016, Schedule B Part 3 
on 1 October 2017. The proposed amendments are transitional 
provisions required to ensure various market calculations are 
calculated correctly before and from 1 October 2017. 

RC_2017_02 

Mr Sharafi advised that the results of AEMO’s analysis on 
RC_2017_02 were documented in its submission on the 
proposal. Ms Laidlaw noted that RCP Support was reviewing the 
submissions and would be contacting AEMO to clarify some 
aspects of AEMO’s submission and discuss various options to 
address the ramping issues identified by AEMO.  

There was some discussion about whether the planned 
implementation of Generator Interim Access (GIA) would affect 
the time needed by controllers to prepare for a Trading Interval 
after Balancing Gate Closure. In response to a question from Ms 
Wendy Ng, Mr Sharafi confirmed that the GIA implementation 
would not hold up the progression of RC_2017_02.  

There was also some discussion about the circumstances under 
which a change to a Balancing Submission could trigger the 
need for AEMO to undertake additional contingency analyses. 

Mr Cremin asked about the next steps for the Rule Change 
Proposal. The Chair advised that RCP Support would first 
consider the issues raised in submissions before undertaking 
further consultation and analysis as needed. Ms Laidlaw 
indicated that a workshop was one of several mechanisms that 
might be used to consult further with MAC members and other 
stakeholders on the proposal. 

Electricity Market Review 

Ms Ng sought an update on the status of the Electricity Market 
Review reforms. Mr Martin advised that no further information 
was available as the matter was still under discussion with 
Government.  

 

The meeting closed at 2:45 pm. 
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Agenda Item 4: MAC Action Items 

Meeting 2017-03 12 July 2017 

 

Shaded Shaded action items are actions that have been completed since the last MAC meeting. 

Unshaded Unshaded action items are still being progressed. 

Missing Action items missing in sequence have been completed from previous meetings and subsequently removed from log. 

 

Item Action Responsibility Meeting arising Status/progress 

2/2017 The Rule Change Panel to assess how to progress the ten open 
Rule Change Proposals initiated by the IMO 

Rule Change Panel May 2017 Underway – proposed 
prioritisation framework to be 
discussed in Agenda Item 5e. 

3/2017 The Rule Change Panel to develop a Procedure Change Proposal 
to reflect the changes to MAC Working Groups in the Market 
Procedure: Procedure Administration 

Rule Change Panel May 2017 Underway 

4/2017 RCP Support to prepare draft terms of reference for the new 
Working Group for consideration at the next MAC meeting 

RCP Support May 2017 Closed 

5/2017 RCP Support to review the minutes of MAC meeting 2017-01 with 
respect to Mr Bargmann’s request for clarification and then publish 
the minutes as final. 

RCP Support June 2017 Closed 

6/2017 AEMO, the PUO, the ERA and RCP Support to discuss options to 
log and coordinate the management of problems with, and proposed 
enhancements to, the Market Rules and report back to the MAC on 
a proposed approach. 

AEMO/PUO/ ERA/ 
RCP Support 

June 2017 Open 
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Item Action Responsibility Meeting arising Status/progress 

7/2017 RCP Support to include details of Amending Rules gazetted by the 
Minister but yet to commence in the Rule Change Proposal 
Overview. 

RCP Support June 2017 Closed 

8/2017 RCP Support to provide links to gazettal notices containing 
Amending Rules made by the Minister on the Rule Change Panel’s 
website. 

RCP Support June 2017 Open 

9/2017 RCP Support to circulate AEMO’s Pre Rule Change Proposal 
addressing issues with prudential requirements to MAC members 
and Meeting 2017-02 observers for out of session review. 

RCP Support June 2017 Closed 

10/2017 RCP Support and AEMO to make the changes requested by the 
MAC to the Terms of Reference for the AEMO Procedure Change 
Working Group and publish the amended Terms of Reference on 
the Rule Change Panel’s website. 

RCP Support/ 

AEMO 

June 2017 Closed 
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Agenda Item 5a: Overview of Rule Change Proposals 

Meeting 2017-03 12 July 2017 

Pre Rule Change Proposals 

Reference MAC meeting 
discussed 

Proponent Title 

RC_2017_07 12/07/2017 AEMO Reserve Capacity Mechanism - Transitional Rules 

RC_2017_06 12/07/2017 AEMO Reduction of the prudential exposure in the Reserve Capacity Mechanism 

RC_2017_05 14/06/2017 AEMO AEMO Role In Market Development 

Formally Submitted Rule Change Proposals (as at 5 July 2017) 

Reference Submitted Proponent Title Next step Date 

Rule Change Proposals formally submitted and awaiting a decision on their progression 

RC_2017_04 05/07/2017 Public Utilities 
Office 

Reserve Capacity Mechanism -  Minor Changes 2017 Rule Change Panel decides 
whether to progress 

12/07/2017 

Standard Rule Change Proposals with first submission period closed 

RC_2017_02 04/04/2017 Perth Energy Implementation of 30-Minute Balancing Gate Closure Publication of Draft Rule 
Change Report 

25/07/2017 
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RC_2015_03 27/03/2015 IMO Formalisation of the Process for Maintenance 
Requests 

Publication of Draft Rule 
Change Report  

29/12/2017 

RC_2015_01 03/03/2015 IMO Removal of Market Operation Market Procedures  Publication of Draft Rule 
Change Report  

29/12/2017 

RC_2014_09 13/03/2015 IMO Managing Market Information Publication of Draft Rule 
Change Report  

29/12/2017 

RC_2014_06 28/01/2015 IMO Removal of Resource Plans and Dispatchable Loads Publication of Draft Rule 
Change Report  

29/12/2017 

RC_2014_05 02/12/2014 IMO Reduced Frequency of the Review of the Energy 
Price Limits and the Maximum Reserve Capacity 
Price 

Publication of Draft Rule 
Change Report 

29/12/2017 

RC_2014_03 27/01/2014 IMO Administrative Improvements to the Outage Process Publication of Draft Rule 
Change Report  

29/12/2017 

RC_2013_15 24/12/2013 IMO Outage Planning Phase 2 – Outage Process 
Refinements 

Publication of Draft Rule 
Change Report  

29/12/2017 

Standard Rule Change Proposals with second submission period closed 

RC_2014_10 13/01/2015 IMO Provision of Network Information to System 
Management  

Publication of Final Rule 
Change Report 

29/12/2017 

RC_2014_07 22/12/2014 IMO Omnibus Rule Change Publication of Final Rule 
Change Report 

29/12/2017 

RC_2013_21 10/01/2014 IMO Limit to Early Entry Capacity Payments Publication of Final Rule 
Change Report 

29/12/2017 

Rule Change Proposals awaiting commencement 

RC_2017_01 20/04/2017 Public Utilities 
Office 

Reserve Capacity Mechanism - Manifest Errors 2017 Commencement 01/10/2017 
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Gazetted Rule Changes not yet Commenced 

Gazette Gazettal 
date 

Content Commencement date 

2016/89 31/05/2016 Wholesale Electricity Market Amending Rules 2016, Schedule B, Part 3 
Changes to the Reserve Capacity Mechanism 

1/10/2017 

2016/89 31/05/2016 Wholesale Electricity Market Amending Rules 2016, Schedule B, Part 4 
Further changes to the Reserve Capacity Mechanism involving Reviewable Decisions 

A time specified by the 
Minister in a notice 
published in the Gazette 

Gazetted Rule Changes Commenced since the Last MAC Meeting 

Gazette Gazettal 
Date 

Content Commencement date 

2017/132 30/06/2017 Wholesale Electricity Market Amending Rules 2017 (No. 3) 
Provision of Facility Modelling Data to AEMO 

1/07/2017 

2017/130 29/06/2017 Wholesale Electricity Market Amending Rules 2017 (No. 2) 
Deferral of dates for the 2016 and 2017 Reserve Capacity Cycles 

30/06/2017 

2017/125 23/06/2017 Wholesale Electricity Market Amending Rules 2017 
Reserve Capacity Certification for Constrained Access Facilities 

24/06/2017 
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Agenda Item 5b: Pre Rule Change Proposal 
RC_2017_06: Reduction of the prudential exposure 
in the Reserve Capacity Mechanism 

Meeting 2017-03 12 July 2017 

1. The Proposal 

AEMO has identified a prudential risk in the Wholesale Electricity Market (WEM) that has not 
been accounted for in the Market Rules. The Credit Support held for any Market Customer 
with an Individual Reserve Capacity Requirement (IRCR), as required by the Market Rules, 
is unlikely to be sufficient to cover all prospective amounts owed to AEMO in the event of 
default under section 9.23 of the Market Rules. In that situation, the defaulting Market 
Customer’s liabilities would be recovered from all of the other non-defaulting Market 
Participants, as required by the Market Rules. 

AEMO has undertaken extensive stakeholder consultation (including a presentation to the 
MAC on 14 June 2017) on the problem and possible solutions. Based on the stakeholder 
consultation AEMO has developed this Pre Rule Change Proposal. 

RCP Support, acting on AEMO’s behalf, circulated the Pre Rule Change Proposal to MAC 
members on 3 July 2017.  AEMO has requested feedback from the MAC regarding the 
proposed implementation, including the drafting of the proposed Amending Rules, of the 
preferred solutions identified in the consultation process. 

AEMO has requested any email feedback be provided by 5:00pm on Friday 15 July 2017. 

2. Recommendation 

It is recommended that the MAC discusses AEMO’s Pre Rule Change Proposal and the 
proposed Amending Rules, focussing on the implementation of the identified solutions. 
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Wholesale Electricity Market Pre Rule Change Proposal  
 
 
Rule Change Proposal ID: PRC_2017_06 
Date received:   [to be filled in by the RCP] 
 
Change requested by:  
  

Name: Audrey Zibelman 

Phone: [#] 

Email: audrey.zibelman@aemo.com.au 

Organisation: AEMO  

Address: Level 17, 197 St Georges Tce, Perth WA 6000 

Date submitted: [#] 

Urgency: High 

Rule Change Proposal title: Reduction of the prudential exposure in the Reserve 

Capacity Mechanism 

Market Rule(s) affected: 1.21.1, 1.21.2, 1.21.3, 4.1.23A, 4.1.23B, 4.1.23C, 4.1.24, 

4.1.28, 4.28.2, 4.28.3, 4.28.7B, 4.28.11, 4.28.11A, 4.28.11B, 

4.29.5, 4.29.6, 9.4.1, 9.4.2, 9.4.3, 9.4.4, 9.4.5, 9.4.6, 9.4.7, 

9.4.8, 9.4.9, 9.4.10, 9.4.11, 9.4.12, 9.4.13, 9.4.14, 9.4A.1, 

9.4A.2, 9.4A.3, 9.5.1, 9.5.2, 9.5.3, 9.7.1A, 9.7.1B, 9.16.2, 

10.5.1, Chapter 11 (Glossary), Appendix 5 and Appendix 5A. 

 
Introduction 

Clause 2.5.1 of the Wholesale Electricity Market (WEM) Rules (WEM Rules) provides that 

any person may make a Rule Change Proposal by completing a Rule Change Proposal form 
that must be submitted to the Rule Change Panel.   

This Rule Change Proposal can be sent by: 

Email to: rcp.secretariat@rcpwa.com.au 

Post to:  Rule Change Panel 
Attn: Executive Officer 
C/o Economic Regulation Authority 
PO Box 8469 
PERTH  BC  WA  6849 

The Rule Change Panel will assess the proposal and, within 5 Business Days of receiving this 
Rule Change Proposal form, will notify you whether the Rule Change Proposal will be further 
progressed.  

 

MAC Meeting 2017-03 Papers (Page 16  of 62)

mailto:rcp.secretariat@rcpwa.com.au


 

Wholesale Electricity Market Pre Rule Change Proposal Page 2 of 37 

In order for the proposal to be progressed, all fields below must be completed and the change 
proposal must explain how it will enable the WEM Rules to better contribute to the achievement 
of the Wholesale Market Objectives.   

The objectives of the market are: 

(a) to promote the economically efficient, safe and reliable production and supply of 
electricity and electricity related services in the South West interconnected system; 

(b) to encourage competition among generators and retailers in the South West 
interconnected system, including by facilitating efficient entry of new competitors; 

(c) to avoid discrimination in that market against particular energy options and 
technologies, including sustainable energy options and technologies such as those that 
make use of renewable resources or that reduce overall greenhouse gas emissions; 

(d) to minimise the long-term cost of electricity supplied to customers from the South West 
interconnected system; and 

(e) to encourage the taking of measures to manage the amount of electricity used and 
when it is used. 

 

 

Details of the Proposed Rule Change 
 

1. Describe the concern with the existing WEM Rules that is to be addressed by the 
proposed rule change: 

Issues overview 

In this Rule Change Proposal, terms that are capitalized but not defined have the 
meaning in the WEM Rules.  

The Australian Energy Market Operator (AEMO) has identified a prudential risk in the 
Wholesale Electricity Market (WEM) that has not been accounted for in the WEM Rules. The 

Credit Support held for any Market Customer with an Individual Reserve Capacity Requirement 
(IRCR), as required by the WEM Rules, is unlikely to be sufficient to cover all prospective 

amounts owed to AEMO in the event of default under section 9.23 of the WEM Rules. In that 
situation, the defaulting Market Customer’s liabilities would be recovered from all of the other 
non-defaulting Market Participants, as required by the WEM Rules. 

The prudential requirements, detailed in Chapter 2 of the WEM Rules, only ensure sufficient 
Credit Support is held by AEMO when a Market Participant’s Outstanding Amount accurately 
represents the amount it would owe in the event of default.   

The Outstanding Amount calculation in clause 2.40.1 of the WEM Rules underestimates 
prospective amounts a Market Participant would owe in respect of Reserve Capacity 
Mechanism (RCM) related payments on any given day for the following two reasons: 

1. following the date it defaults, a Market Customer will continue to incur RCM related 
charges for up to approximately 160 days instead of approximately 70 days as covered 
by the prudential requirements1; and 

2. the Outstanding Amount calculation assumes the level of historical bilateral Capacity 

                                                 
1 See ‘Background’ in this Rule Change Proposal and clause 2.40.1 of the WEM Rules.  
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Credit Allocations will remain the same. This may not be the case for a number of 
reasons.2  

While a change to the WEM Rules to require Market Participants to provide additional Credit 
Support would mitigate the identified prudential risk, it would also tie up additional working 
capital, representing a cost to Market Participants and ultimately consumers.  

This Rule Change Proposal eliminates the need for additional Credit Support by proposing 
changes to the RCM settlement processes. These changes will decrease the prospective 
amounts owed by Market Participants. To complement these changes and to improve the 
responsiveness of the Outstanding Amount calculation, a subsequent Procedure Change 
Proposal relating to the Market Procedure: Prudential Requirements will be progressed by 
AEMO. AEMO will ensure that Market Participants have sufficient time to adjust to changes in 
Outstanding Amount calculation.  

Background 

WEM Prudential Requirements 

In the WEM, liabilities are incurred in real time; however, due to the settlement cycle timeline 
in section 9.16 of the WEM Rules, charges are not settled until at least two months 
(approximately 70 days) after they are incurred.  

Clause 9.24.5 of the WEM Rules requires that in the case of a Payment Default by a Market 
Participant, if five Business Days following default, AEMO is yet to recover the full overdue 
amount, the unpaid amounts are recovered from all other Market Participants based on their 
share of consumption and generation through a Default Levy. The prudential requirements in 
the WEM are intended to minimise the risk of Default Levies.  

The prudential requirements in the WEM are summarised as follows: 

 AEMO must determine a Credit Limit for each Market Participant in accordance with 
clause 2.37.4 of the WEM Rules, which must be sufficient to cover the maximum net 
amount likely to be owed to AEMO in a 70-day period and is based on historical 
settlement amounts. The 70-day period reflects the maximum time lag between the 
occurrence of a liability and its settlement. In accordance with clause 2.37.5 of the 
WEM Rules, when determining the Credit Limit AEMO must take into account (amongst 
other factors) the Market Participant’s historical level of Reserve Capacity settlement 
payments.3 

 A Market Participant must ensure that, at all times, AEMO holds the benefit of Credit 
Support that is an amount not less than the most recently determined Credit Limit in 
accordance with clause 2.38.1 of the WEM Rules.  

 AEMO then calculates a Trading Limit for each Market Participant in accordance with 
section 2.39 of the WEM Rules, which is set to 87% of the Credit Support amount.  

 AEMO calculates a Market Participant’s Outstanding Amount on a daily basis in 
accordance with clause 2.40.1 of the WEM Rules. The Outstanding Amount calculation 
involves actual amounts for which Settlement Statements have been issued along with 
AEMO’s reasonable estimates of how much a Market Participant owes to AEMO in 
relation to other amounts, at any point in time.4  

                                                 
2 See clause 5.1.1(b)(ii) of the Market Procedure: Prudential Requirements.  
3 See clause 2.37.5(d) of the WEM Rules.  
4 See clause 2.40.2 of the WEM Rules.  
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 A Market Participant must ensure that its Outstanding Amount is below its Trading Limit 
at all times, otherwise AEMO may issue a Margin Call in order to protect the market 
from prudential risk in a default event.5  

 

Outstanding Amount 

The prudential requirements in the WEM Rules will only ensure sufficient prudential security is 
held by AEMO if a Market Participant’s Outstanding Amount accurately represents the amount 
it would owe in the event of default. The Outstanding Amount calculation significantly 
underestimates prospective amounts a Market Participant would owe in respect of RCM-
related payments on any given day. 

Under clause 2.40.1 of the WEM Rules and section 5.1 of the Market Procedure: Prudential 
Requirements, the Outstanding Amount of a Market Participant is calculated as the sum of: 

 any unpaid invoices representing the sum of all invoices payable by the Market 
Participant to AEMO that have been issued to the Market Participant but remain unpaid 
on the current date, after subtracting any cleared voluntary prepayments; and  

 an estimate of accrued exposure representing all transactions in relation to STEM and 
Non-STEM Settlement that have occurred but have not yet been invoiced to the Market 
Participant. 

The estimate of accrued exposure for Non-STEM Settlement is calculated by multiplying the 
number of Non-STEM days that have occurred and not been invoiced by the average daily 
Non-STEM Settlement amount based on the last issued Non-STEM Invoice. There are two 
implicit assumptions in this calculation: 

1. a Market Participant is only exposed for the number of days in the past for which a 
Non-STEM Settlement Statement has not been issued (this is at most approximately 
70 days); and 

2. the level of historical bilateral Capacity Credits Allocations that form the basis of the 
estimate will remain the same. 

The following sections will challenge the validity of these assumptions and how they relate to 
the RCM.  

RCM Related Payments 

Through the RCM, Capacity Credits are assigned to Facilities following a certification process 
run by AEMO.6 To fund Capacity Credits each Market Customer is allocated an IRCR under 
clauses 4.28.7 and 4.28.11 of the WEM Rules.  

Under clause 4.28.7 of the WEM Rules, a Market Customer’s IRCR is determined and 
published initially for a Capacity Year. A Capacity Year is the 12–month period commencing 
on the 1 October Trading Day and ending on 1 October the following calendar year.7 The IRCR 
is then ‘updated’ on a monthly basis.8 In effect, each month a ‘new’ IRCR is published with 
updated values. Updating IRCRs in this context has no connection to the settlement 
Adjustment Process under clause 9.16.3 of the WEM Rules.  

                                                 
5 See clauses 2.41.1 and 2.42.1 of the WEM Rules.  
6 See sections 4.7 to 4.12 and 4.20 of the WEM Rules.  
7 See definition of Capacity Year in Chapter 11 (Glossary) of the WEM Rules.  
8 See clauses 4.1.28 and 4.28.11 of the WEM Rules.  
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A Market Customer’s IRCR is calculated using the methodology specified in Appendix 5 of the 
WEM Rules for each Trading Month and is based on Meter Registry data (including details of 
the responsible party for each meter) and the associated energy data for the month that is 
three months prior to that Trading Month. This is referred to as month ‘n-3’. This means that 
for every day a meter is attributed to a Market Customer as the responsible party, it incurs 
IRCR liabilities9 with a time lag of three calendar months. Due to the settlement cycle timeline 
this liability gets settled another two months later.10 In total, an IRCR liability is held for up to 
approximately 160 days (the liability that exists, based on responsible party details from 1 May, 
is settled approximately 10 days into October). This is different to the first implicit assumption 
outlined above, that a Market Participant will only be exposed to liabilities (including IRCR 
related liabilities) for a maximum period of approximately 70 days. 

Under clause 4.14.2 of the WEM Rules, Market Customers can offset part of their IRCR 
liabilities by ‘trading bilaterally’ their allocation of Capacity Credits with other Market 
Participants. When this occurs a Market Customer’s IRCR liabilities and the amount settled 
through AEMO are reduced by the amount that has been allocated bilaterally. Bilateral 
allocation of Capacity Credits is a monthly process.11  

The Capacity Credit Allocation Submission timeline is provided for in clause 9.16.2(b) of the 
WEM Rules. Currently, the window for Capacity Credit Allocation Submissions opens after the 
month in which the IRCR liability is attributed and closes before the final Settlement Statement 
Date for this month is issued. As a result, the Market Customer’s IRCR liabilities are not offset 
by Capacity Credit Allocations for approximately 130 days. This is inconsistent with the second 
implicit assumption outlined above, that the IRCR liability assumes that the level of historical 
Capacity Credit Allocations will remain the same. In the event of a Market Customer default, 
the WEM Rules do not require a Market Generator to make Capacity Credit Allocations to the 
defaulting Market Customer and a Market Generator may be unlikely to do so. This means that 
the IRCR liabilities will not be offset, exposing the market to greater prudential risk.  

For example, consider a Market Customer with an IRCR of 100MW, Capacity Credit 
Allocations of 80MW and a Reserve Capacity Price of $120k/MW/year. The calculations below 
show the monthly IRCR liability before and after Capacity Credit Allocations are submitted. 

𝐼𝑅𝐶𝑅 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑦 𝑏𝑒𝑓𝑜𝑟𝑒 𝑎𝑙𝑙𝑜𝑐𝑎𝑡𝑖𝑜𝑛𝑠 =  
$120𝑘/𝑦𝑒𝑎𝑟

12 𝑚𝑜𝑛𝑡ℎ𝑠/𝑦𝑒𝑎𝑟
× (100𝑀𝑊 − 0𝑀𝑊) = $1𝑀 

𝐼𝑅𝐶𝑅 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑦 𝑎𝑓𝑡𝑒𝑟 𝑎𝑙𝑙𝑜𝑐𝑎𝑡𝑖𝑜𝑛𝑠 =  
$120𝑘/𝑦𝑒𝑎𝑟

12 𝑚𝑜𝑛𝑡ℎ𝑠/𝑦𝑒𝑎𝑟
× (100𝑀𝑊 − 80𝑀𝑊) = $200𝑘 

Figure 1 illustrates the period of time the IRCR liability is held without any Capacity Credit 
Allocations (solid grey) and the period of time the IRCR liability is held with Capacity Credit 
Allocations (hatched grey). 

                                                 
9 In the context of this Rule Change Proposal, liability represents the charges that a Market Customer 

has incurred and will incur in respect of the WEM, including those charges which have been 
calculated in a Settlement Statement but not yet paid and those which have not yet been calculated 
in a subsequent Settlement Statement but for which a charge will occur.  

10 See section 9.16 of the WEM Rules.  
11 See clause 4.28.1(a) of the WEM Rules.  

MAC Meeting 2017-03 Papers (Page 20  of 62)



 

Wholesale Electricity Market Pre Rule Change Proposal Page 6 of 37 

Figure 1 

 

 

 

 

 

 

 

Consultation 

In the course of the Electricity Market Review, the Public Utilities Office has investigated 
reducing the time lag between a Market Customer becoming the responsible party for a meter 
and attributing an IRCR in relation to that meter. This would reduce the financial risk associated 
with customer churn for retailers.  

In preparation of this Rule Change Proposal, AEMO has engaged with the Public Utilities Office 
to best reflect the outcome of its discussions with stakeholders and the current status of other 
reforms expected as a result of the Electricity Market Review.  

AEMO has also engaged directly with stakeholders to collect feedback on the different options 
to address the issues outlined above. On 7 February 2017 and 4 April 2017, AEMO discussed 
this matter with Market Participants at its WA Electricity Consultative Forums.12 On 
3 March 2017, AEMO held a specific workshop that was attended by representatives of 12 
Market Participants.13 At this workshop, AEMO welcomed written feedback from Market 
Participants. AEMO has received and responded to written feedback from five Market 
Participants.14  

All feedback received from the Public Utilities Office and Market Participants has been 
thoroughly considered and incorporated into this Rule Change Proposal, including the 
following Rule Change Proposal objectives:     

 mitigation of the RCM prudential risk in a timely manner; 

 minimising any increase in prudential security requirements for Market Customers; 

 minimising changes to existing rules, systems and processes; and  

 consistency with the Wholesale Market Objectives.  

Furthermore, feedback from consultation showed a preference for the following principles: 

                                                 
12 Minutes of these meetings are available here: https://www.aemo.com.au/Stakeholder-
Consultation/Industry-forums-and-working-groups/WA-Forums/WA-Electricity-Consultative-Forum-
WAECF.  
13 Presentation used for discussion at this workshop is available here: 
https://www.aemo.com.au/Stakeholder-Consultation/Industry-forums-and-working-groups/WA-Forums.  
14 This feedback and AEMO’s response has been provided to the Rule Change Panel for its 
consideration. 
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 no changes to the 12 and 4 peak SWIS Trading Intervals during the settlement 
Adjustment Process; 

 last provided meter data used to determine a meter’s consumption during the peak 
Trading Intervals; and 

 when a Market Customer receives Capacity Credit Allocations that exceed its IRCR, 
settling the over-allocation at the Reserve Capacity Price. 

AEMO has considered and incorporated the above principles, which will be discussed in 
subsequent sections of this Rule Change Proposal.  

Addressing the Issue – Options Considered 

There are two aspects to addressing this issue: 

1. reducing Market Participant exposure; and 

2. accurately accounting for a Market Participant’s exposure. 

Reducing Exposure Incurred through the RCM 

The following options to reduce the exposure incurred through the RCM were considered: 

1. reduce n-3 lag in Meter Registry data, particularly responsible party information; 

2. allow Capacity Credit Allocation Submissions to be provided before month n; 

3. review Settlement Cycle Timelines to move to a shorter settlement cycle (e.g. weekly 
settlement); and  

4. move to a daily IRCR with monetary reallocations instead of Capacity Credit 
Allocations. 

AEMO considers that items 3 and 4 above would minimise increases in prudential security 
requirements and would be consistent with the Wholesale Market Objectives and market 
reform. However, these items will require more significant changes to the WEM Rules and 
systems and, given the immediate impact of the prudential risk, these options were discounted 
at this time. Further, AEMO understands these items are under consideration as part of the 
Energy Market Operations and Processes project under the Electricity Market Review and may 
be raised as a separate rule change in the future.15   

AEMO considers that items 1 and 2 would also minimise increases in prudential security 
requirements and would be consistent with the Wholesale Market Objectives and market 
reform. In contrast to items 3 and 4, these items would require minimal changes to the existing 
WEM Rules and systems. These items allow for timely implementation to mitigate the RCM 
prudential risk.  

Progressing these changes will require changes to the WEM Rules as outlined in subsequent 
sections.  

                                                 
15 As discussed in the Position Paper: Design Recommendations for Wholesale Energy and Ancillary 
Services Market Reforms available here: 
https://www.finance.wa.gov.au/cms/Public_Utilities_Office/Electricity_Market_Review/Wholesale_Elect
ricity_Market_Improvements.aspx.  
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Accurately Accounting for a Market Participant’s Exposure 

The following options to accurately represent or account for a Market Participant’s exposure 
were considered: 

1. improve the Outstanding Amount calculation in section 5.1 of the Market Procedure: 
Prudential Requirements to more accurately estimate exposure in real time; and 

2. amend the Credit Limit determination methodology outlined in clause 2.37.4 of the 
WEM Rules. 

AEMO considers that item 2 would significantly increase prudential security requirements for 
Market Participants if it were to mitigate the risk identified in this Rule Change Proposal. As 
this would tie up additional working capital, representing a cost to Market Participants and 
ultimately consumers, the option was considered inconsistent with the Wholesale Market 
Objectives and was discounted by AEMO.  

AEMO considers that item 1, when combined with the existing prudential security requirements 
in the WEM Rules, will ensure that the market is adequately protected in the event of a Market 
Participant default. AEMO believes this option will not require changes to the WEM Rules and 
can be implemented in the Market Procedure: Prudential Requirements.  

AEMO will propose a subsequent Procedure Change Proposal to amend the Outstanding 
Amount calculation methodology in the Market Procedure: Prudential Requirements to 
accurately represent Market Participants’ IRCR liabilities. AEMO will propose a new 
Outstanding Amount calculation methodology that will ensure no assumptions about Capacity 
Credit Allocations will be made in the calculation. Specifically, exposure will be based on the 
Capacity Credit Allocations that have been made at the time of calculation. As stated 
previously, this Rule Change Proposal will permit Capacity Credit Allocations to be made prior 
to the Trading Month, allowing them to be taken into account in the Outstanding Amount 
calculation that will be proposed by AEMO.   

Market Participants will have the opportunity to provide feedback on these changes as part of 
the development of the Procedure Change Proposal and then subsequently through the formal 
consultation process under clause 2.10.7 of the WEM Rules.  

Proposed WEM Rule Amendments 

Summary 

At a high level, this Rule Change Proposal incorporates the following changes: 

1. Target month – Change the target month for Meter Registry data in the IRCR 
calculation to move the responsible party reference month from month n-3 to month n. 
This reduces the period of time an IRCR liability is held by three months. 

2. Capacity Credit Allocation process – Amendments to the Capacity Credit Allocation 
process will allow multiple Capacity Credit Allocations to be made (by Market 
Generators) and subsequently accepted (by Market Customers) prior to the Market 
Customer incurring the IRCR liability. These Capacity Credit Allocations cannot be 
reversed by AEMO without consideration of the prudential implications. 

Consequently, additional changes are necessary:  

3. IRCR publication timelines – The IRCR and Capacity Credit Allocation timeline will be 
amended as follows: 
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 the IRCR for month n will now be published 5 Business Days prior to the Interval 
Meter Deadline for month n; 

 an indicative IRCR will be published prior to month n; and 

 the window for Capacity Credit Allocations to be submitted and accepted will 
remain open until the meter data deadline. 

4. Recalculation of IRCR – This Rule Change Proposal proposes to recalculate the IRCR 
in line with adjustments made under the settlement cycle timeline to compensate for 
the reduced accuracy in Meter Registry data (as a result of moving from month n-3 to 
month n). 

5. Market Customer over-allocations – Currently, a Market Customer cannot receive more 
Capacity Credit Allocations than its IRCR. Under this Rule Change Proposal, Market 
Customers who receive more Capacity Credit Allocations than their IRCR will be paid 
for the additional Capacity Credit Allocations at the Reserve Capacity Price. 

6. Market Generator over-allocations – Under this Rule Change Proposal, Market 
Generators who have made more Capacity Credit Allocations than the number of their 
held Capacity Credits (as a result of their Capacity Credits being reduced) are given 
two Business Days to nominate Capacity Credit Allocations that are to be reduced. If 
the Market Generator fails to make a nomination, all Capacity Credit Allocations will be 
proportionally reduced by AEMO. 

The following subsections discuss each of these items in detail.  

1. Target Month 

Under this Rule Change Proposal, the target month for Meter Registry data, including 
responsible party data, Loss Factor information and all other meter Standing Data in the IRCR 
calculation will change from month n-3 to month n. This is required to reduce the period of time 
that an IRCR liability is held by a Market Participant by three months. This change is 
fundamental in order to address the risk identified in this Rule Change Proposal. 

To effect this change, Appendix 5 is amended to remove the time lag for Meter Registry data 
in the IRCR calculation. 

Currently, under Step 5 of Appendix 5 of the WEM Rules, the IRCR calculation for a meter that 
was not registered with AEMO during one or more of the 12 peak SWIS Trading Intervals in 
the preceding Hot Season, but which was registered by the end of Trading Month n-3, is based 
on the new meter’s meter data during Trading Month n-3. A new meter that starts consuming 
in Trading Month m will not have an IRCR until m+3. Market Customers are therefore not liable 
to pay IRCR in respect of new meters for the first three months. However, these three ‘free’ 
months are required to be ‘paid back’ when the meter ceases to exist. 

If the time lag for Meter Registry data in the IRCR calculation is removed, as proposed in this 
Rule Change Proposal, then the free three months will no longer be recovered from the 
responsible party. The first three months will be paid for by all Market Participants with an 
IRCR, as the total ratio will now be higher. Changing the meter data reference month from 
month ‘n-3’ to month ‘n’ would avoid sharing new meter charges among all Market Customers; 
however AEMO is not proposing this change as Market Customers would no longer have 
certainty over their IRCR before on-billing their customers. 

On average, the total ratio would have increased by on average by 0.55% to cover the first 
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three months for new meters over the period October 2016 to June 2017, inclusive.  

2. Capacity Credit Allocation process 

An improved Outstanding Amount calculation methodology developed as part of the Procedure 
Change Proposal discussed above will, at a minimum, be based on accepted Capacity Credit 
Allocations in AEMO’s system. This will only be effective at ensuring the market is protected 
from a prudential perspective if the Trading Limits of Market Participants’ are considered prior 
to reversing any Capacity Credit Allocations. As this Rule Change Proposal will ensure there 
are additional checks prior to reversing a Capacity Credit Allocation, AEMO considers it 
important to introduce a mechanism where both parties agree to the Capacity Credit Allocation 
before it is accepted. 

This Rule Change Proposal proposes to: 

 provide a mechanism where Market Generators make individual Capacity Credit 
Allocations to Market Customers, who then have the ability to accept the Capacity 
Credit Allocation; and 

 ensure that a Capacity Credit Allocation and acceptance can only be reversed by 
AEMO if the Market Customer’s Trading Limit (as determined under section 2.39 of the 
WEM Rules) will be positive after the reversal. 

To effect this change the following WEM Rules are amended: 

 section 9.4 has been re-written to: 

o allow more than one Capacity Credit Allocation Submission; 

o require AEMO to check the Market Generator’s Trading Margin before 
approving a Capacity Credit Allocation Submission; 

o introduce the concept of a Capacity Credit Allocation Acceptance; 

o require AEMO to consider the Market Generator’s Trading Margin 
before approving a Capacity Credit Allocation Acceptance; and 

o require AEMO to consider the Market Customer’s Trading Margin 
before reversing a Capacity Credit Allocation; 

 clauses 9.16.2(b)(i) and 9.16.2(b)(ii) are amended to adjust the Capacity Credit 
Allocation Submission and Acceptance window; 

 clause 9.5.1 is amended to accommodate Capacity Credit Allocation Submissions 
being between one Market Generator and one Market Customer; 

 clause 9.5.3 is amended to outline when AEMO will reject a Capacity Credit Allocation 
Submission, rather than when it will be approved; 

 the Glossary in Chapter 11 is updated to add the defined term ‘Capacity Credit 
Allocation Acceptance’; and 

 the Glossary in Chapter 11 is updated to amend the terms ‘Capacity Credit Allocation 
Submission’ and ‘Capacity Credit Allocation’. 

3. Timelines 
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This Rule Change Proposal proposes to require AEMO to: 

 publish the (initial or updated) IRCR for month n, five Business Days prior to the Interval 
Meter Deadline for month n;  

 publish the Indicative IRCR 10 Business Days prior to month n, which is to be 
calculated on the assumption that the responsible party for each meter at the time of 
calculation remains the responsible party for the entirety of month n; and 

 open the window for Capacity Credit Allocations and Capacity Credit Allocation 
Acceptances at least 10 Business Days prior to the beginning of the Trading Month 
and close the window on the Interval Meter Deadline. 

As the IRCR calculation now uses Meter Registry data from month n, the calculation would be 
more accurate if the IRCR was published later. This Rule Change Proposal amends clauses 
4.1.24 and 4.1.28 of the WEM Rules to delay the publication of IRCR while still providing five 
Business Days for Market Participants to manage Capacity Credit Allocations after the IRCR 
is published.  

To provide Market Customers with an indication of the IRCR, an 'Indicative IRCR’ will be 
provided 10 Business Days prior to the beginning of the Trading Month. 

To address the prudential risk identified in this Rule Change Proposal, AEMO intends to 
undertake the Procedure Change Process to update the Outstanding Amount calculation 
methodology in the Market Procedure: Prudential Requirements to consider the actual 
Capacity Credit Allocations made and accepted at any point in time.  

To give Market Customers the ability to manage their IRCR exposure, they must be given the 
opportunity to offset their IRCR liability through bilateral trades. Therefore, this Rule Change 
Proposal proposes to amend clause 9.16.2(b) to open the Capacity Credit Allocation window 
10 Business Days prior to the start of the Trading Month to which the Capacity Credit Allocation 
Submission relates, and close the window on the Interval Meter Deadline. 

To effect this change the following rules are amended: 

 clause 4.1.23C is amended to specify the publishing time for the Indicative IRCR; 

 clause 10.5.1(f) is amended to explicitly require the publishing of TDL Ratios and NTDL 
Ratios used in the Indicative Individual Reserve Capacity Requirement; 

 clauses 4.28.7B, 4.28.11A and Appendix 5 are amended to specify the methodology 
for Indicative IRCR calculations (assumptions must be made relating to which Market 
Customer meters are registered and the Non-Interval Meter Growth rate); 

 the Glossary in Chapter 11 is amended to add the new defined term ‘Indicative IRCR’; 
and 

 clauses 4.1.24(b), 4.1.28 and 4.28.11(b) are amended to state and accommodate the 
new publication dates for the initial IRCR and updated IRCR. 

4. Recalculation of IRCR  

This Rule Change Proposal proposes to: 

 require AEMO to recalculate the IRCR in line with adjustments made under the 
settlement cycle timeline to compensate for the reduced accuracy in Meter Registry 
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data; and 

 use the same 12 and 4 Peak SWIS Trading Intervals for the IRCR recalculation as part 
of each settlement Adjustment Process. 

The green shaded area in Figure 2 illustrates that the IRCR for month n is published after the 
Interval Meter Deadline for month n-3 (the data which AEMO uses in the IRCR calculation) 
under the current rules. 

Figure 2 

 

The red shaded area in Figure 3 illustrates that the IRCR for month n is published prior to the 
Interval Meter Deadline for month n (the Meter Registry data which it uses in the calculation) 
under the proposed rules. 

 

Figure 3 

 

As a result of the proposed amendments to change the Meter Registry data from month n-3 to 
month n, and the IRCR publication dates, there is likely to be reduced accuracy in the IRCR 
calculation. This is caused by the time required for the processing of Meter Registry changes 
by the Metering Data Agent and the delivery of meter data to AEMO. This is shown by 
comparing the two figures above. 

AEMO proposes to introduce the recalculation of the IRCR in the Settlement Adjustment 
Process to compensate for the reduced accuracy in the IRCR calculations used in the initial 
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Non-STEM Settlement Statement. 

Through consultation, Market Participants provided feedback that they preferred certainty in 
relation to which Trading Intervals will be used to define the 12 peak SWIS Trading Intervals 
during the Hot Season, and the 4 peak SWIS Trading Intervals for each Trading Month. 
Therefore, this Rule Change Proposal intends to use the same 12 and 4 peak SWIS Trading 
Intervals for the IRCR recalculation for each Settlement Adjustment Process. 

IRCR is currently not subject to the Settlement Adjustment Process as it is only calculated 
once. Therefore, this Rule Change Proposal proposes to insert a new clause 4.28.11B that 
requires AEMO to recalculate the IRCR in line with the Settlement Adjustment Process.  

To ensure the 12 peak SWIS Trading Intervals and 4 peak SWIS Trading Intervals do not 
change, the following rules are amended: 

 clauses 4.1.23A and 4.1.23B are added to specify when AEMO must publish the 4 and 
12 peak SWIS Trading Intervals; 

 clauses 4.29.5 and 4.29.6 are added to define the 4 and 12 peak SWIS Trading 
Intervals; and 

 Appendices 5 and 5A are amended to refer to the published 4 and 12 peak SWIS 
Trading Intervals when calculating IRCR. 

5. Market Customer Over-allocations 

This Rule Change Proposal proposes to settle any Market Customer over-allocations at the 
Reserve Capacity Price.  

Under clause 9.4.10 of the WEM Rules, if a Market Customer receives more Capacity Credit 
Allocations than its IRCR it is given the opportunity to reduce its Capacity Credit Allocations. If 
it fails to do so, AEMO under clause 9.4.12 of the WEM Rules, must revoke or disregard the 
Capacity Credit Allocations. The revocation of Capacity Credit Allocations without 
consideration for a Market Participant’s Trading Margin heightens the prudential risk identified 
in this Rule Change Proposal, leading to reconsideration of the merits of the current approach.  

AEMO’s initial proposal to stakeholders was to maintain a mechanism that allowed Market 
Customers to first reduce their Capacity Credit Allocations. If Market Customers failed to make 
reductions within the required time, a proportional reduction of Capacity Credit Allocations 
would occur, rather than the revocation currently provided for in clause 9.4.12 of the WEM 
Rules. During consultation, Market Participants suggested settling any over-allocations at the 
Reserve Capacity Price. AEMO has considered this proposal and considers it is appropriate. 
Therefore, this approach has been proposed in this Rule Change Proposal. 

To effect this change: 

 clauses 9.4.9, 9.4.10, 9.4.11, 9.4.12, 9.4.13, 9.16.2(b)(iii), 9.16.2(b)(iv) and 9.16.2(b)(v) 
are deleted to remove the existing process of handling over-allocations; 

 clauses 4.28.2 and 4.28.3 have been amended to ensure that Capacity Credit 
Allocations in excess of a Market Customer’s Individual Reserve Capacity Requirement 
do not distort the Targeted Reserve Capacity Cost and how it is allocated to Market 
Customers; 

 clauses 9.7.1A and 9.7.1B are amended to settle over-allocations at the Reserve 
Capacity Price.  

MAC Meeting 2017-03 Papers (Page 28  of 62)



 

Wholesale Electricity Market Pre Rule Change Proposal Page 14 of 37 

6. Market Generator over-allocations 

Under the current rules, a Market Generator makes Capacity Credit Allocations for month n 
after the month.16 This allows Capacity Credit Allocation Submissions to be validated to 
prevent Market Generators from making more Capacity Credit Allocations than the Capacity 
Credits it holds.  

Due to the above changes, a holder of Capacity Credits (a Market Generator) may submit 
Capacity Credit Allocations for month n, 10 Business Days prior to the Trading Month. Where 
a Market Generator subsequently has its Capacity Credits reduced, a situation may arise 
where the Market Generator has submitted more Capacity Credit Allocations than the Capacity 
Credits it holds. This reduction can occur either due to a voluntary application or by AEMO in 
accordance with its powers under the WEM Rules. As IT systems can no longer ensure a 
Market Generator has sufficient Capacity Credits to allocate, this Rule Change Proposal seeks 
to introduce a mechanism to address this situation. 

This Rule Change Proposal proposes that holders of Capacity Credits have two Business Days 
to reduce their Capacity Credit Allocations to equal the number of Capacity Credits that they 
hold. Failing to do so will result in the proportional reduction of all Capacity Credit Allocations 
by AEMO. 

As part of consultation, AEMO proposed a number of options including a first-in first-out 
reduction, last-in first-out reduction and a proportional reduction of Capacity Credit Allocations. 
Market Participants in their feedback suggested a hybrid option which would give the holder of 
Capacity Credits a short period of time to nominate a reduction, after which a proportional 
reduction would be made by AEMO. This approach has been proposed in this Rule Change 
Proposal. 

To effect this change the following rules are amended: 

 clause 9.4A.1 is inserted to require AEMO to notify the holder of Capacity Credits within 
one Business Day of the over-allocation;  

 clause 9.4A.2 is inserted to allow the holder of Capacity Credits to nominate the 
Capacity Credit Allocations that are to be reduced within two Business Days. The 
holder of Capacity Credits cannot reduce the Capacity Credit Allocations any more than 
is required to resolve the over-allocation. Further reductions could be used to the 
holder’s advantage (and the market’s detriment). For example, if the holder wanted to 
retract a Capacity Credit Allocation with a Market Customer that has become insolvent; 
and 

 clause 9.4A.3 is inserted requiring AEMO to reduce Capacity Credit Allocations in 
accordance with a Market Procedure, if a holder of Capacity Credits fails to make a 
reduction according to clause 9.4A.2. 

Transitional Provisions 

Due to the proposed amendments to move the target month from month n-3 to month n for 
Meter Registry data, transitional arrangements are required.  

For example, assume this Rule Change Proposal is progressed and results in Amending Rules 
that commence on 1 October. For September (m) the IRCR will be calculated using the existing 
rules and will be based on Meter Registry data in June (m-3). Without transitional measures in 

                                                 
16 See clause 9.16.2 of the WEM Rules.  
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October, the IRCR will be calculated based on Meter Registry data in October (n) and there 
will be no consideration of the responsible party in July, August and September. 

AEMO considered three options with regard to transitional measures: 

1. propose transitional rules to account for four months of responsible party data in the 
IRCR calculations for the first Trading Month after the proposed Amending Rules come 
into effect; 

2. propose transitional rules to spread the responsible party data for the three affected 
months over a larger number of Trading Months; and 

3. do not propose any transitional measures (e.g. In the above example, July, August and 
September responsible party information would be ignored).  

After considering positive feedback from Market Participants and the operational impacts, 
AEMO has decided to progress with option 1 as part of this Rule Change Proposal. See 
changes in Appendix 1 to this Rule Change Proposal. 

This Rule Change Proposal also proposes additional transitional measures to ensure that the 
4 peak SWIS Trading Intervals, 12 peak SWIS Trading Intervals and the settlement cycle 
timeline will be published on or before the Amending Rules for this Rule Change Proposal take 
effect and will apply on the commencement date of the Amending Rules. To effect these 
transitional measures clauses 1.21.1, 1.21.2 and 1.21.3 have been added. 

AEMO proposes that changes to the Market Procedure detailing the Outstanding Amount 
calculation are implemented one month after this Rule Change Proposal is implemented. This 
allows Market Customers the opportunity to receive Capacity Credit Allocations prior to being 
impacted by changes to the Outstanding Amount calculation. 

Civil penalty provisions, Reviewable Decisions and Protected Provisions 

There are no civil penalty provisions or Reviewable Decisions affected by this Rule Change 
Proposal. Clause 4.1.24 is a Protected Provision. 
  

2. Explain the reason for the degree of urgency: 

As indicated above, Credit Support held for any Market Customer with an IRCR is unlikely to 

be sufficient to cover all prospective amounts owed to AEMO in the case of its default under 

section 9.23 of the WEM Rules. This means that a material share of a defaulting Market 

Customer’s prospective amounts owed to AEMO would be recovered from other Market 

Participants as a Default Levy under clause 9.24.5 of the WEM Rules.17  

The risk that the prudential security held by AEMO will not be sufficient to cover a defaulting 

Market Customer’s IRCR liabilities should be resolved as soon as possible.  

 

3. Provide any proposed specific changes to particular WEM Rules: (for clarity, 

please use the current wording of the rules and place a strikethrough where words are 
deleted and underline words added)  

                                                 
17 AEMO can provide further information to the Rule Change Panel on the potential size of Default 
Levies. However, due to confidentiality restrictions under the WEM Rules, this is not provided within 
the Rule Change Proposal 
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Please see proposed changes in Appendix 1 to this Rule Change Proposal.  

 

4. Describe how the proposed rule change would allow the WEM Rules to better 
address the Wholesale Market Objectives: 

AEMO considers that the proposed amendments will better address the following Wholesale 
Market Objectives (a), (b) and (d). 

(a) to promote the economically efficient, safe and reliable production and supply of 
electricity and electricity related services in the South West interconnected system; 

(b) to encourage competition among generators and retailers in the South West 
interconnected system, including by facilitating efficient entry of new competitors; 

(d) to minimise the long-term cost of electricity supplied to customers from the South 
West interconnected system; 

This Rule Change Proposal seeks to minimise the prudential risk arising from a defaulting 
Market Customer’s IRCR liabilities.  

The prudential framework set out in Chapter 2 of the WEM Rules directly affects all Market 
Participants (and ultimately consumers) who pay the required Credit Support and are subject 
to the Default Levy under clause 9.24.5 of the WEM Rules in the event of a Payment Default 
by a Market Participant. Therefore the prudential framework aims to facilitate an efficient 
balance between costs and risk mitigation to provide the necessary security for Market 
Participants.   

The current WEM Rules do not take into account a significant share of Market Customers’ 
expected IRCR liabilities and therefore underestimate the prudential risk to the market. 

Market Customers currently experience issues relating to customer churn due to the three 
month lag in responsible party data. This Rule Change Proposal removes this lag in 
responsible party data and therefore will reduce the complexity of the customer churn process. 

AEMO considers that reducing the prudential risk and correctly accounting for the reduced risk 
in the prudential requirements through the changes proposed to the target month and Capacity 
Credit Allocation process promotes economic efficiency and assists in minimising the long term 
cost of electricity supplied to customers.  

 

5. Provide any identifiable costs and benefits of the change: 

Benefits 

The proposed amendments in this Rule Change Proposal will improve the effectiveness of the 
WEM by ensuring the robustness of the prudential framework. The proposed amendments to 
the Outstanding Amount calculation methodology as part of the subsequent Procedure 
Change Proposal will provide a more accurate estimate of all Market Participants’ prudential 
exposure in near real time, providing a more effective and responsive prudential framework in 
the WEM.  

Implementation  

MAC Meeting 2017-03 Papers (Page 31  of 62)



 

Wholesale Electricity Market Pre Rule Change Proposal Page 17 of 37 

AEMO has considered the high level impact of this Rule Change Proposal and the subsequent 
Procedure Change Proposal on the market systems and processes.  

Minimising the change to existing WEM Rules, systems and processes in order to minimise 
costs and result in a timely implementation, has been a key consideration when developing 
this Rule Change Proposal.  

Market Procedure Changes 

This Rule Change Proposal will require amendments to the following Market Procedures: 

 Capacity Credit Allocation; 

 Prudential Requirements; 

 Settlement; and  

 Individual Reserve Capacity Requirements. 

This Rule Change Proposal will also require amendments to the Settlement Cycle Timeline 
provided for in section 9.16 of the WEM Rules. 

Implementation Impact to Market Participants 

AEMO anticipates that there will be minor system or process changes required by Market 
Participants such as: 

 minor changes to processes that govern the Capacity Credit Allocation process, which 
will continue to be managed through the WEMS Market Participant Interface (MPI); 

 minor changes to processes to adjust to the new timelines, which may include minor 
changes to systems utilising web services; and 

 existing bilateral contracts may be impacted; however, AEMO sought feedback from 
Market Participants on this matter and no concerns were raised.  

AEMO anticipates that there will be no changes from a prudential perspective as AEMO’s 
market systems will continue to provide Market Participants with the information required to 
manage their prudential position on a daily basis. 

AEMO Market System Changes 

AEMO has identified that the following changes will be required to ensure compliance of the 
market systems: 

 Development, functional testing and independent certification of the new Outstanding 
Amount calculation in the Wholesale Electricity Market System (WEMS). This will 
replace the existing calculation, which uses past invoice amounts to estimate current 
exposure, with an updated calculation which uses more accurate information, such as 
Capacity Credit Allocations.  

 Development, functional testing and independent certification of the updated IRCR and 
Capacity Credit Allocation processes in the WEMS. Systems that include the IRCR and 
Capacity Credit Allocation functionality are currently under development by AEMO in 
preparation for the Amending Rules that take effect on 1 October 2017. It is 
recommended that the Amending Rules arising out of this proposal commence after 
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the 1 October 2017 Amending Rules have taken effect so that the current system 
development process is not disrupted.  

 Development, functional testing and independent certification of the updates to the 
WEMS settlement and metering systems. Minor updates to the settlements and 
metering systems will be required to reflect changes to the settlement equations, 
accommodate the recalculated IRCR as part of the settlement Adjustment Process and 
change the target month for the IRCR calculation.  

AEMO will ensure that the changes proposed minimise the volume and complexity of system 
changes in order to minimise cost and time of implementation.  

Implementation Time 

AEMO estimates that development, testing and certification of market system changes and 
processing procedure changes will take approximately four months. Commencement of this 
work will depend on the availability of resources.  
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Appendix 1 – Proposed Rules  

... 

1.21. Transitional calculation of Individual Reserve Capacity Requirements  

1.21.1 In this section 1.21: 

New Rules means the Amending Rules made by the Prudential Exposure Final 

Rule Change Report (other than the Amending Rule with respect to this clause 

1.21). 

Post-Amended Rules means the Market Rules as in force immediately after the 

New Rules come into effect.  

Pre-Amended Rules means the Market Rules as in force immediately before the 

New Rules come into effect. 

Prudential Exposure Final Rule Change Report means the Rule Change 

Panel’s Final Rule Change Report for the Rule Change Proposal: Reduction of the 

prudential exposure in the Reserve Capacity Mechanism. 

Rule Change Commencement Day: means the Trading Day when the New Rules 

come into effect (as determined by the Rule Change Panel under clause 2.8.12). 

1.21.2 Before 8:00 AM on the Rule Change Commencement Day, notwithstanding that 

the Pre-Amended Rules continue to apply, each Rule Participant must perform all 

obligations imposed on that Rule Participant under the Post-Amended Rules, in 

relation to the Rule Change Commencement Day and subsequent Trading Days, 

that, if the Post-Amended Rules were in force, the Rule Participant would have 

been required to perform under the Post-Amended Rules. This includes but is not 

limited to obligations relating to: 

(a) publication of the 12 peak SWIS Trading Intervals in the preceding Hot 

Season(s) under clause 4.1.23A of the Post-Amended Rules;  

(b) publication of the 4 peak SWIS Trading Intervals in the Trading Month three 

months prior to the first Trading Month after the Post-Amended Rules come 

into effect under clause 4.1.23B of the Post-Amended Rules; and 

(c) publication of an updated settlement cycle timeline under clause 9.16.2 of 

the Post-Amended Rules with respect to the period: 

(i) starting on the Trading Day when the Post-Amended Rules come into 

effect; and 

(ii) ending on the last Trading Day of the relevant Financial Year. 

MAC Meeting 2017-03 Papers (Page 34  of 62)



 

Wholesale Electricity Market Pre Rule Change Proposal Page 20 of 37 

1.21.3 For the first Trading Month during which the Post-Amended Rules come into effect, 

the references to “Trading Month n” in relation to d(u,i) and d(v,i) values in Step 6 

of Appendix 5 are to be read as “Trading Months n-3, n-2, n-1 and n”. 

… 

4.1.23A. AEMO must publish the 12 peak SWIS Trading Intervals during the Hot Season 

preceding the initial calculation of Individual Reserve Capacity Requirement, as 

defined in clause 4.29.5, by the date referred to in clause 9.16.2(c) for the Trading 

Month of March. 

4.1.23B. AEMO must publish the 4 peak SWIS Trading Intervals for each Trading Month, as 

defined in clause 4.29.6, by the date referred to in clause 9.16.2(c) for the relevant 

Trading Month. 

4.1.23C. AEMO must publish the Indicative Individual Reserve Capacity Requirement for 

each Market Customer in accordance with clause 4.28.7B by 5:00 PM on the 

Business Day that is 10 Business Days prior to the Trading Month from which the 

Indicative Individual Reserve Capacity Requirements will apply. 

4.1.24. AEMO must publish the initial Individual Reserve Capacity Requirement for each 

Market Customer in accordance with clause 4.28.7 by: 

(a) in the case of the first Reserve Capacity Cycle, 5:00 PM on the Business 

Day being 10 Business Days prior to the day on which the Initial Time 

occurs; and 

(b) in the case of a subsequent Reserve Capacity Cycle, by 5:00 PM on the 

Business Day being five Business Days prior to the Interval Meter Deadline 

for October last Business Day falling on or before 10 September of Year 3 

of that cycle. 

… 

4.1.28. Every Trading mMonth between 1 October November of Year 3 and 30 September 

of Year 4 of a Reserve Capacity Cycle after the first Reserve Capacity Cycle and 

every month between Energy Market Commencement and 30 September of Year 

4 of the first Reserve Capacity Cycle: 

(a) AEMO must update the values of each Market Participant’s Individual 

Reserve Capacity Requirement in accordance with clause 4.28.11; and 

(b) AEMO must publish updated Individual Reserve Capacity Requirements no 

later than by 5:00 PM on the Business Day being five Business Days prior 

to the commencement Interval Meter Deadline for the Trading Month from 

which the updated Individual Reserve Capacity Requirements will apply.   

… 

4.28.2. For these purposes of clause 4.28.1: 
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(a) AEMO is taken to have acquired a Capacity Credit held by a Market 

Participant in respect of a Trading Month if that Capacity Credit has not 

been allocated by that Market Participant to another Market Participant for 

settlement purposes under sections 9.4 and 9.5;  

(aA) without limiting clause 4.28.2(a), AEMO is taken to have acquired all DSM 

Capacity Credits;  

(b) [Blank] any Capacity Credits that have been allocated to a Market 

Customer in excess of that Market Customer’s Individual Reserve Capacity 

Requirement are: 

(i) deemed to be Capacity Credits acquired by AEMO from the Market 

Customer; 

(ii) not counted as Capacity Credits traded bilaterally; and 

(iii) are valued at the Reserve Capacity Price; 

(c) the cost of a Capacity Credit acquired by AEMO which is covered by a 

Short Term Special Price Arrangement is the Special Reserve Capacity 

Price determined in accordance with clause 4.21.1(b);  

(cA) the monthly cost of a DSM Capacity Credit is the DSM Reserve Capacity 

Price divided by 12; and  

(d) the cost of each other Capacity Credit acquired by AEMO is the Monthly 

Reserve Capacity Price determined in accordance with clause 4.29.1.  

4.28.3. For each Trading Month, AEMO must calculate the Targeted Reserve Capacity 

Cost, being the cost defined under clause 4.28.1(a), and must allocate this cost to 

Market Customers in accordance with section 9.7. and AEMO must allocate this 

total cost to Market Customers in proportion to each Market Customer’s Individual 

Reserve Capacity Requirement less the quantity of Capacity Credits allocated to 

that Market Customer in accordance with clauses 9.4 and 9.5. 

… 

4.28.7B. AEMO must determine and publish an Indicative Individual Reserve Capacity 

Requirement for each Market Customer by the date and time specified in clause 

4.1.23C where this Indicative Individual Reserve Capacity Requirement: 

(a) is determined using the methodology described in Appendix 5 and clause 

4.28.7A; and 

(b) is calculated using data that may be modified in accordance with clause 

4.28.11A. 

… 

4.28.11. AEMO must determine and publish an updated Individual Reserve Capacity 

Requirement for each Market Customer by the date and time specified in clause 

4.1.28(b) where this Individual Reserve Capacity Requirement: 
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(a) is determined using the methodology described in Appendix 5 and based 

on Individual Reserve Capacity Requirements for Intermittent Loads 

determined for each Trading Month in accordance with Appendix 4A; 

(aA) is calculated using data that may be modified in accordance with clause 

4.28.11A; and   

(b) applies from the commencement of the first Trading Month commencing 

after ending before the date of publication of the updated Individual 

Reserve Capacity Requirement. 

4.28.11A. For the purpose of the calculation of the Indicative Individual Reserve Capacity 

Requirements and the Individual Reserve Capacity Requirements described in 

Appendix 4A and Appendix 5, other than for step 10 of Appendix 5, where those 

calculations make use of the Reserve Capacity Requirement and the peak 

demand associated with that Reserve Capacity Requirement specified in clause 

4.6.2 AEMO may apply different values provided it preserves the ratio of the latter 

to the former so as to ensure that the total Individual Reserve Capacity 

Requirement across all Market Customers does not exceed the total number of 

Capacity Credits during that Trading Month. 

4.28.11B AEMO must recalculate and publish the initial Individual Reserve Capacity 

Requirement or the updated Individual Reserve Capacity Requirements for a 

Trading Month when undertaking the Adjustment Process for that Trading Month 

under clause 9.16.3 in accordance with the settlement cycle timeline. This only 

applies to Trading Months after the Post-Amended Rules defined in section 1.21 

come into effect. 

… 

4.29.5. For the purposes of clause 4.1.23A, the 12 peak SWIS Trading Intervals in a Hot 

Season are defined as the 3 Trading Intervals with the largest Total Sent Out 

Generation on each of the 4 Trading Days with the highest maximum demand in 

that Hot Season. The maximum demand for a Trading Day is the highest Total 

Sent Out Generation for any Trading Interval in that Trading Day.  

4.29.6. For the purposes of clause 4.1.23B, the 4 peak SWIS Trading Intervals in each 

Trading Month are defined as the 4 Trading Intervals in that Trading Month with 

the largest Total Sent Out Generation.  

... 

9.4. Capacity Credit Allocation Process 

9.4.1. Subject to clause 9.4.1A, a Market Participant holding Capacity Credits may make 

a single Capacity Credit Allocation Submission applicable for a full Trading Month 

to AEMO between the dates and times specified in clauses 9.16.2(b)(i) and 

9.16.2(b)(ii).   
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9.4.1A. A Capacity Credit Allocation Submission must not include DSM Capacity Credits. 

9.4.2. AEMO must prescribe a Capacity Credit Allocation Submission form and publish it 

on the Market Web Site. 

9.4.3. A Market Participant making a Capacity Credit Allocation Submission must provide 

to AEMO the information specified in clause 9.5.1 using the form prescribed by 

AEMO and the method prescribed in the Settlement Procedure.   

9.4.4. By making a Capacity Credit Allocation Submission, a Market Participant 

acknowledges that:   

(a) it is acting with the permission of all affected Market Participants; and 

(b) AEMO has the right to reverse any Capacity Credit Allocations if either or 

both of— 

i.  any affected Market Participant, other than the submitting Market 

Participant, objects to the allocation prior to the deadline for disputes in 

relation to Non-STEM Settlement Statements; or 

ii.  the Capacity Credit Allocation Submission includes DSM Capacity 

Credits. 

9.4.5. As soon as practicable, and not later than noon on the Business Day following 

receipt of a Capacity Credit Allocation Submission, AEMO must notify the 

submitting Market Participant:  

(a) that the Capacity Credit Allocation Submission has been received; and 

(b) whether the Capacity Credit Allocation Submission has been accepted or 

rejected, including reasons for rejecting the submission (if appropriate).  

9.4.6. If a submitting Market Participant does not receive a notice in accordance with 

clause 9.4.5, or is notified that the submission is rejected, then the submitting 

Market Participant must arrange with AEMO to provide a valid Capacity Credit 

Allocation Submission, by mutually agreed means, not later than the date and time 

specified in clause 9.16.2(b)(ii).  

9.4.7. AEMO must confirm receipt, by telephone, of a Capacity Credit Allocation 

Submission from a Market Participant made in accordance with clause 9.4.6 within 

30 minutes of receiving the submission, indicating the matters referred to in 

paragraphs 9.4.5(a) and (b). 

9.4.8. AEMO must accept a Capacity Credit Allocation Submission unless the 

submission is not consistent with the requirements of clauses 9.4.1A or 9.5. 

9.4.9. Once all Capacity Credit Allocation Submissions have been received by AEMO it 

must identify each Market Participant which has had more Capacity Credits 

allocated to it than are required to cover its Individual Reserve Capacity 

Requirements. 
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9.4.10. AEMO must, by the time and date specified in clause 9.16.2(b)(iii) contact any 

Market Participant referred to in clause 9.4.9 and request the Market Participant to 

nominate modifications to the total number of Capacity Credits allocated to it under 

each individual Capacity Credit Allocation Submission to ensure that the total 

Capacity Credits allocated do not exceed the Market Participant’s Individual 

Reserve Capacity Requirement.   

9.4.11. A Market Participant requested to nominate modifications in accordance with 

clause 9.4.10 must respond by the time and date specified in clause 9.16.2(b)(iv).  

9.4.12. If a Market Participant requested to nominate modifications in accordance with 

clause 9.4.10 does not comply with clause 9.4.11, all Capacity Credit Allocation 

Submissions, insofar as they allocate Capacity Credits to that Market Participant, 

will be revoked and will be disregarded by AEMO. 

9.4.13. By the time and date specified in clause 9.16.2(b)(v), AEMO must notify each 

Market Participant from which AEMO has received a Capacity Credit Allocation 

Submission which has been accepted of the following information (for each Market 

Participant allocated Capacity Credits in the submission): 

(a) the Capacity Credits allocations accepted as submitted; and 

(b) if AEMO has contacted the Market Participant under clause 9.4.10: 

i. the Capacity Credit allocations that have been reduced in 

accordance with responses made by that Market Participant under 

clause 9.4.11, where AEMO must allocate reductions between the 

sets of Capacity Credits specified in clause 9.5.1(c) so as to 

maximise the settlement payments to be made by AEMO for the 

unallocated Capacity Credits held by the submitting Market 

Participant. 

ii. the Capacity Credit allocations that have been revoked in 

accordance with clause 9.4.12 due to AEMO not receiving a 

response from a Market Participant. 

 

9.4.1. Subject to clause 9.4.2, a Market Generator may submit one or more Capacity 

Credit Allocation Submissions for a full Trading Month to AEMO between the dates 

and times specified in clauses 9.16.2(b)(i) and 9.16.2(b)(ii). 

9.4.2. Capacity Credit Allocation Submissions must not include DSM Capacity Credits. 

9.4.3. Capacity Credit Allocation Submissions must be submitted in the form specified by 

AEMO and must include the information specified in clause 9.5.1. 

9.4.4. AEMO must reject a Capacity Credit Allocation Submission if: 

(a) it is inconsistent with clause 9.4.2; 

(b) it is inconsistent with section 9.5; or 
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(c) if AEMO reasonably considers that the Trading Margin of the submitting 

Market Generator is likely to be negative after allocating the Capacity 

Credits as outlined in the Capacity Credit Allocation Submission, 

and must otherwise approve the Capacity Credit Allocation Submission. 

9.4.5. As soon as practicable, following receipt of a Capacity Credit Allocation 

Submission, AEMO must notify the submitting Market Generator whether the 

Capacity Credit Allocation Submission has been approved or rejected and include 

reason for rejecting the submission under clause 9.4.4. 

9.4.6. As soon as practicable, following the approval of a Capacity Credit Allocation 

Submission, AEMO must notify the Market Customer specified as the receiver of 

Capacity Credits that the Capacity Credit Allocation Submission has been 

approved. 

9.4.7. Once AEMO has approved a Capacity Credit Allocation Submission, the Market 

Customer specified as the receiver of the Capacity Credits may accept the 

Capacity Credits specified in the Capacity Credit Allocation Submission by 

submitting a Capacity Credit Allocation Acceptance by the date and time specified 

in clause 9.16.2(b)(ii). 

9.4.8. Capacity Credit Allocation Acceptances must be submitted in the form specified by 

AEMO. 

9.4.9. A Market Generator may withdraw a Capacity Credit Allocation Submission if at 

the time of withdrawal, AEMO has not received a Capacity Credit Allocation 

Acceptance under clause 9.4.7 from the Market Customer specified as the receiver 

of Capacity Credits. 

9.4.10. AEMO must reject a Capacity Credit Allocation Acceptance if AEMO reasonably 

considers that the Trading Margin of the Market Generator specified as the 

provider of Capacity Credits is likely to be negative after allocating the Capacity 

Credits as outlined in the Capacity Credit Allocation Submission. 

9.4.11. If a Capacity Credit Allocation Acceptance is not rejected under clause 9.4.10, 

AEMO must approve the Capacity Credit Allocation Acceptance. 

9.4.12. As soon as practicable, following receipt of a Capacity Credit Allocation 

Acceptance, AEMO must notify the submitting Market Customer and the Market 

Generator that submitted the corresponding Capacity Credit Allocation Submission 

whether the Capacity Credit Allocation Acceptance has been approved or rejected 

(for the reason specified in clause 9.4.10). 

9.4.13. AEMO must reverse a Capacity Credit Allocation if (and only if) both of the 

following apply: 

(a) AEMO receives a request from the Market Generator and Market Customer 

involved; and 
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(b) AEMO reasonably considers that the Trading Margin of the Market 

Customer specified as the receiver of Capacity Credits is not likely to be 

negative after the reversal. 

9.4.14. AEMO must develop a Market Procedure dealing with: 

(a) Capacity Credit Allocations; and 

(b) other matters relating to sections 9.4, 9.4A and 9.5, 

and Market Participants and AEMO must comply with that Market Procedure.  

 

9.4A. Reduction of Capacity Credit Allocations  

9.4A.1. If a Capacity Credit is terminated for any reason during a Trading Month resulting 

in: 

(a) the total number of Capacity Credits allocated in accordance with clause 

9.5.1(c)(i) for a Trading Month exceeding the number of Capacity Credits 

specified that are covered by a Special Price Arrangement but which are 

allowed to be traded bilaterally under clause 4.14.9, for the Market 

Participant for the Trading Month; or 

(b) the total number of Capacity Credits allocated in accordance with clause 

9.5.1(c)(ii) for a Trading Month exceeding the number of Capacity Credits 

which are allowed to be traded bilaterally under clause 4.14.9 that are not 

covered by Special Price Arrangements for the Market Participant for the 

Trading Month,  

then AEMO must notify the Market Participant that had its Capacity Credits 

reduced, within 1 Business Day of the termination.   

9.4A.2. The Market Participant may, within 2 Business Days following receipt of the notice 

in clause 9.4A.1, reduce one or both of the following: 

(a) the number of Capacity Credit Allocations by the amount exceeded in 

clause 9.4A.1(a) in order to eliminate the excess in clause 9.4A.1(a); and 

(b) the number of Capacity Credit Allocations by the amount exceeded in  

clause 9.4A.1(b) in order to eliminate the excess in clause 9.4A.1(b). 

9.4A.3. If a Market Participant does not make a reduction under clause 9.4A.2, AEMO 

must reduce one or both of the following: 

(a) the number of Capacity Credit Allocations by the amount exceeded in 

clause 9.4A.1(a) in order to eliminate the excess in clause 9.4A.1(a); and 

(b) the number of Capacity Credit Allocations by the amount exceeded in 

clause 9.4A.1(b) in order to eliminate the excess in clause 9.4A.1(b), 

in line with the Market Procedure specified in 9.4.14. 
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9.5. Format of Capacity Credit Allocation Submissions 

9.5.1. A Capacity Credit Allocation Submission must set out: 

(a) the identity of the submitting Market Participant Generator, which must be 

the holder of Capacity Credits; 

(b) the identity of each the Market Participant Customer to which the Capacity 

Credits are to be allocated for settlement purposes, which may include the 

submitting Market Participant;  

(c) the number of Capacity Credits to be allocated for settlement purposes to 

each other Market Participant the Market Customer from each of the 

following sets: 

i. the set consisting of Capacity Credits held by the submitting Market 

Participant that are covered by Special Price Arrangements but 

which are allowed to be traded under clause 4.14.9, where the total 

number of Capacity Credits in this set is the number of Capacity 

Credits specified under clause 4.29.3(d)(iii), less the number of 

Capacity Credits specified under clause 4.29.3(d)(ii), for the Market 

Participant for the Trading Month; and 

ii. the set consisting of Capacity Credits held by the submitting Market 

Participant which are allowed to be traded under clause 4.14.9 that 

are neither DSM Capacity Credits nor covered by Special Price 

Arrangements, as specified under clause 4.29.3(d)(iv) for the 

Market Participant for the Trading Month. 

9.5.2. A Capacity Credit Allocation Submission may allocate part of a Capacity Credit 

provided that the number of Capacity Credits allocated is specified to a precision 

of 0.001 MW.  

9.5.3. A Capacity Credit Allocation Submission will only be accepted must be rejected by 

AEMO if:  

(a) the total number of Capacity Credits allocated in accordance with clause 

9.5.1(c)(i) for a Trading Month does not exceeds the number of Capacity 

Credits specified under clause 4.29.3(d)(iii), less the number of Capacity 

Credits specified under clause 4.29.3(d)(ii), for the Market Participant for 

the Trading Month; and or 

(b) the total number of Capacity Credits allocated in accordance with clause 

9.5.1(c)(ii) for a Trading Month does not exceeds the number of Capacity 

Credits specified under clause 4.29.3(d)(iv) for the Market Participant for 

the Trading Month. 

… 

9.7.1A.  For the purposes of clause 9.7.1, Capacity Provider Payment (p,m) is— 

CCP(p,m) = Participant Capacity Rebate(p,m) 
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+ Non_Allocated_ Gen_Capacity_Payments (p,m) 

+ Non_Allocated_SPA_Payments (p,m) 

– Intermittent Load Refund(p,m) 

+ Supplementary Capacity Payment(p,m) 

+ DSM_Capacity_Payments (p,m) 

+ Tranche 2 DSM Dispatch Payments (p,m) 

– Capacity Cost Refund(p,m) 

+ Over Allocation Cost(p,m) 

Where— 

Non_Allocated_Gen_Capacity_Payments = 

Monthly Reserve Capacity Price(m) x (CC_NSPA(p,m)—

CC_ANSPA(p,m)) 

Where— 

Monthly Reserve Capacity Price(m) is the Monthly Reserve 

Capacity Price which applies for Trading Day d defined in 

accordance with clause 4.29.1; 

CC_NSPA(p,m) is the number of Capacity Credits held by 

Market Participant p in Trading Month m that are not covered 

by Special Price Arrangements and are not DSM Capacity 

Credits; 

CC_ANSPA(p,m) is the number of Capacity Credits held by 

Market Participant p in Trading Month m that are not covered 

by Special Price Arrangements and which are allocated to 

other Market Participants; 

Non_Allocated_SPA_Payments = 

Sum(a ∈ A, Monthly Special Price(p,m,a) × (CC_SPA(p,m,a)—

(CC_ASPA(p,m,a))) 

Where— 

Monthly Special Price(p,m,a) is the Monthly Special Reserve 

Capacity Price for Special Price Arrangement a for Market 

Participant p defined in accordance with clause 4.29.2 which 

applies for Trading Day d; 

CC_SPA(p,m,a) is the number of Capacity Credits held by 

Market Participant p in Trading Month m that are covered by 

Special Price Arrangement a; 
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CC_ASPA(p,m,a) is the number of Capacity Credits held by 

Market Participant p in Trading Month m that are covered by 

Special Price Arrangement a and which are allocated to 

other Market Participants for Trading Month m under 

sections 9.4 and 9.5; 

DSM_Capacity_Payments (p,m) = 

DSM Capacity Credits (p,m) x Monthly DSM Reserve Capacity Price 

(m); 

Monthly DSM Reserve Capacity Price (m) is the DSM Reserve Capacity 

Price divided by 12; 

Tranche 2 DSM Dispatch Payments (p,m) are the Tranche 2 DSM Dispatch 

Payments for Market Participant p for month m; 

Capacity Cost Refund(p,m) is the Capacity Cost Refund payable to AEMO 

by Market Participant p in respect of that Market Participant’s Capacity 

Credits for Trading Month m, as specified in clause 4.29.3(d)(vi); 

Intermittent Load Refund(p,m) is the sum over all of Market Participant p’s 

Intermittent Loads of the Intermittent Load Refund payable to AEMO by 

Market Participant p in respect of each of its Intermittent Loads for Trading 

Month m, as specified in clause 4.28A.1; 

Supplementary Capacity Payment(p,m) is the net payment to be made by 

AEMO under a Supplementary Capacity Contract to Market Participant p 

for Trading Month m, as specified by AEMO in accordance with clause 

4.29.3(e)(i); 

Participant Capacity Rebate(p,m) is the Participant Capacity Rebate 

payable to the Market Participant p for all Trading Intervals in Trading 

Month m, as determined in accordance with clause 4.29.3(d)(vii); 

Over-allocation Payment (p,m) = 

max (0, Allocated Capacity Credits(p,m)— IRCR(p,m)) x Reserve 

Capacity Price 

Where— 

IRCR(p,m) is the Individual Reserve Capacity Requirement 

for Market Participant p and Trading Month m expressed in 

units of MW; 

Allocated Capacity Credits (p,m) equals the Capacity Credits 

allocated to Market Participant p in month m in accordance 

with sections 9.4 and 9.5. 

A is the set of all Special Price Arrangements associated with a Facility 

where “a” is used to refer to a member of that set; 

P is the set of all Market Participants where p is a member of that set. 
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9.7.1B.  For the purposes of clause 9.7.1, Capacity Purchaser Payment is— 

CPP(p,m) = 

Targeted Reserve Capacity costs(p,m) 

+ Shared Reserve capacity costs (p,m) 

- LF_Capacity_Cost(p,m) 

Where— 

Targeted Reserve Capacity costs(p,m) = 

Targeted Reserve Capacity Cost(m)  Shortfall Share(p,m) 

Where— 

Targeted Reserve Capacity Cost(m) is the cost of Reserve 

Capacity to be shared amongst those Market Participants 

who have not had sufficient Capacity Credits allocated to 

them for Trading Month m where this cost is specified for 

Trading Month m under clause 4.29.3(b); 

Shortfall Share(p,m) = 

(max(0, IRCR(p,m)—Allocated Capacity Credits(p,m))) / 

Sum(p ∈ P, (max(0, IRCR(p,m)—Allocated Capacity 

Credits(p,m))) 

Where— 

IRCR(p,m) is the Individual Reserve Capacity 

Requirement for Market Participant p and Trading 

Month m expressed in units of MW; 

Allocated Capacity Credits (p,m) equals the capacity 

credits allocated to Market Participant p in month m 

in accordance with sections 9.4 and 9.5; 

Shared Reserve Capacity Cost(p,m) = 

Shared Reserve Capacity Cost(m)  Capacity Share(p,m) 

Where— 

Shared Reserve Capacity Cost(m) is the cost of Reserve 

Capacity to be shared amongst all Market Participant for 

Trading Month m where this cost is specified for Trading 

Month m under clause 4.29.3(c); 

Capacity Share(p,m) = 

IRCR(p,m) / Sum(p ∈ P, IRCR(p,m)) 

LF_Capacity_Cost(p,m) 
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LF_Capacity_Cost(m) × Capacity Share (p,m)) 

Where— 

LF_Capacity_Cost(m) is the total Load Following Service 

capacity payment cost for Trading Month m as specified in 

clause 9.9.2(q); 

P is the set of all Market Participants where p is a member of that set. 

... 

9.16.2. For all Financial Years other than the first Financial Year of energy market 

operations, the settlement cycle timeline for settlement of other amounts payable 

under these Market Rules for all Trading Days within a Financial Year must be 

published by AEMO at least one calendar month prior to the commencement of 

that Financial Year.  For the first Financial Year of energy market operation, the 

settlement cycle timeline must be published one calendar month prior to Energy 

Market Commencement.  This settlement cycle timeline must include for each 

settlement cycle: 

(a) The Interval Meter Deadline, being the Business Day by which Meter Data 

Submissions for a Trading Month must be provided to AEMO.  This date 

must be the first Business Day of the second month following the month in 

which the Trading Month commenced. 

(b) The Capacity Credit Allocation Submission and Capacity Credit Allocation 

Acceptance timeline, including: 

i. the earliest date and time at which Capacity Credit Allocation 

Submissions or Capacity Credit Allocation Acceptances for a 

Trading Month can be made submitted, where this is to be a 

Business Day after the end of the Trading Month to which the 

Capacity Credit Allocation Submission relates but not less than 10 

Business Days prior to the start of the Trading Month to which the 

Capacity Credit Allocation Submission relates Non STEM 

Settlement Statement Date; 

ii. the latest date and time at which Capacity Credit Allocation 

Submissions or Capacity Credit Allocation Acceptances for a 

Trading Month can be made to AEMO, where this is to be not less 

than five Business Days prior to the Non-STEM Settlement 

Statement Date the Interval Meter Deadline as specified in clause 

9.16.2(a) for the Trading Month to which the Capacity Credit 

Allocation Submission relates; 

iii. the time and date by which AEMO must contact any Market 

Participant identified under clause 9.4.9 where this is to be not less 

than four Business Days prior to the Non-STEM Settlement 

Statement Date; 
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iv. the time and date by which a Market Participant must respond to 

any request made by AEMO in accordance with clause 9.4.10 

where this is to be not less than two Business Days prior to the 

Non-STEM Settlement Statement Date; and 

v. the time and date by which AEMO will notify Market Participants 

from which AEMO has accepted Capacity Credit Allocation 

Submissions where this is to be not less than two Business Days 

prior to the Non-STEM Settlement Statement, but later than the time 

specified in clause 9.16.2(b)(iv). 

… 

10.5.1. AEMO must set the class of confidentiality status for the following information 

under clause 10.2.1, as Public and AEMO must make each item of information 

available from or via the Market Web Site after that item of information becomes 

available to AEMO: 

… 

(f) the following Reserve Capacity information (if applicable): 

i. Requests for Expressions of Interest described in clause 4.2.3 for 

the previous five Reserve Capacity Cycles; 

ii. the summary of Requests for Expressions of Interest described in 

clause 4.2.7 for the previous five Reserve Capacity Cycles; 

iii. the Reserve Capacity Information Pack published in accordance 

with clause 4.7.2 for the previous five Reserve Capacity Cycles; 

iiiA. for each Market Participant that was assigned Certified Reserve 

Capacity, the level of Certified Reserve Capacity assigned to each 

to Facility for each Reserve Capacity Cycle; 

iv. for each Market Participant holding Capacity Credits, the Capacity 

Credits provided by each Facility for each Reserve Capacity Cycle; 

v. the identity of each Market Participant from which AEMO procured 

Capacity Credits in the most recent Reserve Capacity Auction, and 

the total amount procured, where this information is to be published 

by January 7th of the year following the Reserve Capacity Auction; 

vi. for each Special Price Arrangement for each Registered Facility: 

1. the amount of Reserve Capacity covered; 

2. the term of the Special Price Arrangement; and 

3. the Special Reserve Capacity Price applicable to the Special 
Price Arrangement,  

where this information is to be current as at, and published on, 
January 7th of each year; 
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vii. all Reserve Capacity Offer quantities and prices, including details of 

the bidder and facility, for a Reserve Capacity Auction, where this 

information is to be published by January 7th of the year following 

the Reserve Capacity Auction; 

viii. reports summarising the outcomes of Reserve Capacity Tests and 

reasons for delays in those tests, as required by clause 4.25.11; 

and 

ix. the following annually calculated and monthly adjusted ratios 

(including those determined when publishing the Indicative 

Individual Reserve Capacity Requirement in accordance with clause 

4.28.7B): 

1. NTDL_Ratio as calculated in accordance with Appendix 5, STEP 
8; 

2. TDL_Ratio as calculated in accordance with Appendix 5, STEP 
8; and 

3. Total_Ratio as calculated in accordance with Appendix 5, STEP 
10; and 

… 

… 

11 Glossary 

… 

Capacity Credit Allocation: The number of Capacity Credits allocated to a Market Participant 
Customer for settlement purposes through the allocation process in clauses 9.4 and 9.5 as a 
result of an approved Capacity Credit Allocation Submission and approved Capacity Credit 
Allocation Acceptance. 

Capacity Credit Allocation Acceptance: A submission from a Market Customer to AEMO 

to accept a Capacity Credit Allocation Submission in accordance with clause 9.4.1. 

Capacity Credit Allocation Submission: A submission from a Market Participant Generator 

to AEMO in accordance with clause 9.4.1 to allocate Capacity Credits to a single Market 

Customer with respect to a specific Trading Month. 

… 

Indicative Individual Reserve Capacity Requirement: Means the estimate of a Market 

Customer’s Individual Reserve Capacity Requirement published in accordance with clause 

4.1.23C.  

… 
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Appendix 5: Individual Reserve Capacity 
Requirements 

This Appendix presents the method for annually setting and monthly adjusting Individual 

Reserve Capacity Requirements.   

For the purpose of this Appendix: 

 Steps 1 to 10 are repeated every month. 

 All references, apart from those in Step 5A, to meters are interval meters. 

 The Notional Wholesale Meter is to be treated as a registered interval meter 

measuring Temperature Dependent Load.  This meter is denoted by 

Temperature Dependent Load meter v=v*. 

 The New Notional Wholesale Meter, determined in accordance with Step 5A, 

is to be treated as a registered interval meter measuring Temperature 

Dependent Load. 

 The meter registration data to be used in the calculations is to be the most 

current complete set of meter registration data as at the time of commencing 

the calculations. 

 The values of RR (the Reserve Capacity Requirement) and FL (forecast 

peak demand associated with that Reserve Capacity Requirement as 

specified in clause 4.6.2) may be modified from their standard values in 

accordance with clause 4.28.11A. 

 In the case of the first Reserve Capacity Cycle, AEMO may use meter data 

relating to periods prior to Energy Market Commencement as if the energy 

market had commenced prior to the time periods covered by that meter data. 

 In Steps 1 and 5 the demand in a Trading Interval is measured as the Total 

Sent Out Generation in that Trading Interval. 

 In Step 1 the maximum demand for a Trading Day is the highest demand 

measured for any Trading Interval in that Trading Day.  

 The 12 peak SWIS Trading Intervals are defined in clause 4.29.5. 

 The 4 peak SWIS Trading Intervals for a Trading Month are defined in 

clause 4.29.6.  

 When calculating the Indicative Individual Reserve Capacity Requirement it 

is assumed that all meters registered to a Market Customer on the day of 

calculation remain registered to that Market Customer for the entirety of the 

Trading Month. 

 When calculating the Indicative Individual Reserve Capacity Requirement it 

is assumed that the “Non-Interval Meter Growth” referred to in Step 5A is 

zero. 
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STEP 1:  Define the 12 peak SWIS Trading Intervals during the Hot Season preceding the 

initial calculation of Individual Reserve Capacity Requirements for a Reserve Capacity Cycle 

(the “preceding Hot Season”) as corresponding to the 3 highest demand Trading Intervals on 

each of the 4 Trading Days with the highest maximum demand. [Blank] 

… 

STEP 5:  When determining the Individual Reserve Capacity Requirements for Trading 

Month n identify meters that were not registered with AEMO during one or more of the 12 

peak SWIS Trading Intervals in the preceding Hot Season but which were registered by the 

end of Trading Month n-3. 

Identify the 4 peak SWIS Trading Intervals of Trading Month n-3, being the 4 

highest demand Trading Intervals in that Trading Month.   

For a new meter u that measures Non-Temperature Dependent Load set 

NMNTCR(u) to be 1.1 times the MW figure formed by doubling the median value 

of the metered consumption for that meter during the 4 peak SWIS Trading 

Intervals of Trading Month n-3. 

For a new meter v that measures Temperature Dependent Load set NMTDCR(v) 

to be 1.3 times the MW figure formed by doubling the median value of the metered 

consumption for that meter during the 4 peak SWIS Trading Intervals of Trading 

Month n-3. 

For a new meter w that measures Intermittent Load set IILRCR(w) in accordance 

with Appendix 4A to the value applicable to Trading Month n. 

STEP 5A:  When determining the Individual Reserve Capacity Requirements for Trading 

Month n. 

Find the MW figure formed by doubling the median value of the metered 

consumption for the Notional Wholesale Meter v*, during the 4 peak SWIS Trading 

Intervals of Trading Month n-3 (“Median Notional Wholesale Meter”). 

Divide the Median Notional Wholesale Meter by the number of non-interval or 

accumulation meters that existed at the end of Trading Month n-3 (“Average Non-

Interval Meter”). 

Subtract the number of non-interval or accumulation meters disconnected during 

Trading Month n-3 from the number of non-interval or accumulation meters 

connected during Trading Month n-3 (“Non-Interval Meter Growth”). 

Multiply the Non-Interval Meter Growth and the Average Non-Interval Meter. (“New 

Notional Wholesale Meter”). 

For the New Notional Wholesale Meter set NMTDCR(v) equal to be 1.3 times the 

New Notional Wholesale Meter.  

STEP 6: Calculate the values of d(u,i) for Non-Temperature Dependent Load, d(v,i) for 

Temperature Dependent Loads and d(w,i) for Intermittent Loads such that: 
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 d(u,i) has a value of zero if meter u measures Intermittent Load or was not 

registered to Market Customer i during Trading Month n-3, otherwise it has a 

value equal to the number of full Trading Days the meter was registered to 

Market Customer i in Trading Month n-3 divided by the number of days in 

Trading Month n-3. 

 d(v,i) has a value of zero if meter v measures Intermittent Load or was not 

registered to Market Customer i during Trading Month n-3, otherwise it has a 

value equal to the number of full Trading Days the meter was registered to 

Market Customer i in Trading Month n-3 divided by the number of days in 

Trading Month n-3. 

 d(w,i) has a value of zero if meter w was not registered to Market Customer i 

during Trading Month n, otherwise it has a value of one if Market Customer i 

nominated capacity for the Intermittent Load measured by meter w in 

accordance with clause 4.28.8(c), with the exception that if the Intermittent 

Load was for Load at a meter registered to Market Customer i for only part of 

Trading Month n, then it has a value equal to the number of full Trading Days 

that meter was registered to Market Customer i in Trading Month n divided 

by the number of days in Trading Month n. 

STEP 7: Identify the set NM of all those new meters v that measured consumption that was 

measured by meter v=v* during the preceding Hot Season and set TDLn(v) for meter v=v* to 

equal: 

TDLn(v*) = TDL(v*) – Sum(vNW, NMTDCR(v) x d(v,q)) 

Where  

q denotes a Market Customer to which the new meter is associated. 

d(v,q) is the number of days the new meter is registered to Market 

Participant q divide by number of days in the Trading Month n-3. 

… 

Appendix 5A: Non-Temperature Dependent 
Load Requirements 

This Appendix presents the method and requirements for accepting, in accordance with 

clause 4.28.9, a load measured by an interval meter in the list provided in accordance with 

clause 4.28.8(a) as a Non-Temperature Dependent Load.   

For the purpose of this Appendix:  

 the meter data to be used in any calculations is to be the most current set of 

meter data as at the time of commencing the calculations; and 

 the 4 peak SWIS Trading Intervals for a Trading Month are defined in clause 

4.29.6. the 4 peak SWIS Trading Intervals in a Trading Month are the 4 

highest demand Trading Intervals in that Trading Month, where the demand 
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in a Trading Interval is measured as the Total Sent Out Generation in that 

Trading Interval. 

AEMO must perform the following steps in deciding whether to accept, in accordance with 

clause 4.28.9, a load measured by an interval meter in the list provided in accordance with 

clause 4.28.8(a) as a Non-Temperature Dependent Load:   

… 
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Agenda Item 5c: Pre Rule Change Proposal 
RC_2017_07: Reserve Capacity Mechanism – 
Transitional Rules 

Meeting 2017-03 12 July 2017 

1. The Proposal 

AEMO has developed a Pre Rule Change Proposal for discussion by the MAC. The proposal 
seeks to introduce transitional provisions to facilitate the upcoming changes to the Reserve 
Capacity Mechanism commencing on 1 October 2017. 

In the proposal AEMO identifies a manifest error in Schedule B, Part 3 of the Wholesale 
Electricity Market Amending Rules 2016 gazetted on 31 May 2016 (Amending Rules). The 
Amending Rules are to commence at 8:00am on 1 October 2017. However, the Amending 
Rules provide no transitional provisions in relation to obligations in the Amending Rules that 
require tasks to be performed prior to the Amending Rules’ commencement. This will result 
in AEMO being in technical breach of the Market Rules when it performs these tasks prior to 
this date. 

AEMO therefore proposes transitional provisions commencing certain obligations that are 
being introduced by the Amending Rules regarding the operation of the Reserve Capacity 
Mechanism before the commencement of the Amending Rules.  

2. Recommendation 

It is recommended that the MAC discusses AEMO’s Pre Rule Change Proposal. 
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Wholesale Electricity Market Pre Rule Change Proposal  
 
 
Rule Change Proposal ID: PRC_2017_07 
Date received:   [to be filled in by the RCP] 
 
Change requested by:  
  

Name: Martin Maticka 

Phone: +61 8 9254 4340        

Email: Martin.Maticka@aemo.com.au 

Organisation: Australian Energy Market Operator 

Address: GPO Box 2008 Melbourne VIC 3001 

Date submitted: 3 July 2017  

Urgency: 3 - High 

Rule Change Proposal title: Reserve Capacity Mechanism – Transitional Rules 

Market Rule(s) affected: New clause 1.24 

 
Introduction 

Clause 2.5.1 of the Wholesale Electricity Market (WEM) Rules (WEM Rules) provides that 

any person may make a Rule Change Proposal by completing a Rule Change Proposal form 
that must be submitted to the Rule Change Panel.   

This Rule Change Proposal can be sent by: 

Email to: rcp.secretariat@rcpwa.com.au 

Post to:  Rule Change Panel 
Attn: Executive Officer 
C/o Economic Regulation Authority 
PO Box 8469 
PERTH  BC  WA  6849 

The Rule Change Panel will assess the proposal and, within 5 Business Days of receiving this 
Rule Change Proposal form, will notify you whether the Rule Change Proposal will be further 
progressed.  
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In order for the proposal to be progressed, all fields below must be completed and the change 
proposal must explain how it will enable the Market Rules to better contribute to the 
achievement of the Wholesale Market Objectives.   

The objectives of the market are: 

(a) to promote the economically efficient, safe and reliable production and supply of 
electricity and electricity related services in the South West interconnected system; 

(b) to encourage competition among generators and retailers in the South West 
interconnected system, including by facilitating efficient entry of new competitors; 

(c) to avoid discrimination in that market against particular energy options and 
technologies, including sustainable energy options and technologies such as those that 
make use of renewable resources or that reduce overall greenhouse gas emissions; 

(d) to minimise the long-term cost of electricity supplied to customers from the South West 
interconnected system; and 

(e) to encourage the taking of measures to manage the amount of electricity used and 
when it is used. 

 

 

Details of the Proposed Rule Change 
 

1. Describe the concern with the existing Market Rules that is to be addressed by 
the proposed rule change: 

Following approval by the previous Minister for Energy, the Public Utilities Office progressed 
amendments to the WEM Rules through gazettal of the Wholesale Electricity Market Amending 
Rules 2016 made under regulation 7(4) of the Electricity Industry (Wholesale Electricity 
Market) Regulations 2004 (2016 WEM Amending Rules) on 31 May 2016.   
 
The amendments implemented transitional reforms to the Reserve Capacity Mechanism and 
the transfer of System Management functions from Western Power to the Australian Energy 
Market Operator (AEMO).  
 
AEMO has subsequently identified a manifest error in Schedule B, Part 3 of the 2016 WEM 
Amending Rules. Item 4 of the 2016 WEM Amending Rules provides that the amending rules 
set out in Schedule B, Part 3 (Amending Rules) are to commence at 8:00 am (WST) on 1 
October 2017. However, the 2016 WEM Amending Rules provide no transitional provisions in 
relation to obligations in the Amending Rules that require tasks to be performed prior to the 
Amending Rules commencement. This will result in AEMO being in technical breach of the 
WEM Rules when it performs these tasks prior to this date. 
 
Specifically, the proposed amendments outlined in this Rule Change Proposal seek to 
introduce three transitional provisions in the WEM Rules which clarify that: 

 before 1 October 2017, Rule Participants are required to perform the following 
obligations (notwithstanding that the current WEM Rules are in force) that arise under 
the Amending Rules (see new clause 1.24.2 in section 3 of this Rule Change Proposal);  

 
o Market Participants to provide Standing Data required to determine the Non-

Balancing Dispatch Merit Order (NBDMO) for the 1 October 2017 Trading Day 
prior to 30 September 2017, under clause 2.34 of the WEM Rules; 
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o AEMO to calculate the Reserve Capacity Obligation Quantity (RCOQ) for each 
Facility for the 1 October 2017 Trading Day on 30 September 2017, under 
clause 4.12 of the WEM Rules;  

 
o AEMO to calculate the Individual Reserve Capacity Requirement (IRCR) for 

each Market Customer for the October 2017 Trading Month in September 2017, 
under clause 4.28.8 of the WEM Rules;  

 
o AEMO to calculate the NBDMO for the 1 October 2017 Trading Day on 30 

September 2017, under clause 6.12 of the WEM Rules;  
 

o System Management to issue Dispatch Instructions for the 1 October 2017 
Trading Day on 30 September 2017, under Chapter 7 of the WEM Rules;  

 
o System Management to issue Dispatch Advisories for events expected to occur 

on the 1 October 2017 Trading Day on 30 September 2017 under clause 7.11 
of the WEM Rules; and  

 
o AEMO to calculate the Relevant Demand for each Demand Side Programme 

for the 1 October 2017 Trading Day on 30 September 2017, under Appendix 
10.;  

 

 because Rule Participants are required to perform the above obligations under the 
Amending Rules, they are not required to perform the same obligations under the 
current WEM Rules on the Scheduling Day (30 September 2017) relating to the 1 
October 2017 Trading Day (see new clause 1.24.3 in section 3 of this Rule Change 
Proposal); and  

 after 1 October 2017, Rule Participants are required to perform the following obligations 
(notwithstanding the Amending Rules will be in force) that arise under the current WEM 
Rules in respect of Trading Days that occurred up to 30 September 2017 (see new 
clause 1.24.4 in section 3 of this Rule Change Proposal):    

 
o administration of the Market under Chapter 2. Actions that occurred prior to 1 

October 2017 are to be enforced and administered using the WEM Rules that 
were in force as at that date; 

 
o AEMO to calculate the RCOQ under clause 4.12. Any update after 1 October 

2017 to the RCOQ in respect of a Trading Day prior to 1 October 2017 should 
occur under the current WEM Rules; 

 
o Dispatch under Chapter 7. Obligations, such as those relating to the preparation 

of data after 1 October 2017, in respect of a Trading Day prior to 1 October 
2017, should occur under the current WEM Rules; 

 
o settlement under Chapter 9. Obligations, such as adjustments made after 1 

October 2017 to settlement data, in respect of a Trading Day prior to 1 October 
2017, should occur under the current WEM Rules; and 

 
o treatment of information under Chapter 10. Obligations, such as the publication 

of data after 1 October 2017, in respect of a Trading Day prior to 1 October 
2017, should occur under the current WEM Rules.  

 
 

MAC Meeting 2017-03 Papers (Page 56  of 62)



 

Wholesale Electricity Market Pre Rule Change Proposal Page 4 of 6 

 

2. Explain the reason for the degree of urgency: 

The proposed amendments in this Rule Change Proposal correct a manifest error by inserting 

transitional provisions to ensure that AEMO is able to fulfil its obligations under the WEM. It is 

noted that this Rule Change Proposal does not modify or introduce any new concepts or 

obligations into the Market Rules. 

 

In absence of these proposed amendments, AEMO will be in technical breach of the Market 

Rules in relation to calculations defined in Section 1. 

 

In addition, the proposed amendments ensure the compliant and reliable operation of the WEM 

by clarifying Rule Participants’ obligations introduced in the 2016 WEM Amending Rules that 

are required to be performed: 

 prior to Trading Day 1 October 2017 (under the Amending Rules); 

 prior to Trading Day 1 October 2017 (under the current WEM Rules); and  

 post 1 October 2017 in respect of Trading Days up to 1 October 2017 (under the current 
WEM Rules). (see section 1).  

 

Due to the tight timeframes, the Standard Rule Change Process will likely extend beyond when 

the proposed amendments are required to be in place.  

 

On this basis, AEMO considers the proposed amendments meet the criteria set out in clause 

2.5.9 (b) and (c) of the WEM Rules and, as such, proposes to have this Rule Change Proposal 

under the Fast Track Rule Change Process described in section 2.6 of the Market Rules. 

 

Clause 2.5.9 states: 

The Rule Change Panel may subject a Rule Change Proposal to the Fast Track Rule 

Change Process if, in its opinion, the Rule Change Proposal: 

(a) is of a minor or procedural nature; or 

(b) is required to correct a manifest error; or 

(c) is urgently required and is essential for the safe, effective and reliable operation of 

the market or the SWIS. 

 

3. Provide any proposed specific changes to particular Market Rules: (for clarity, 
please use the current wording of the rules and place a strikethrough where words are 
deleted and underline words added)  

 

1.22 Specific Transition Provisions – 2017 Capacity Year 

1.22.1. In this clause 1.20: 

RCM Amendments means the amending rules in Schedule B, Part 3 of the 

Wholesale Electricity Market Amending Rules 2016 made under regulation 7(4) of 

the Electricity Industry (Wholesale Electricity Market) Regulations 2004, gazetted 

on 31 May 2016. 
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RCM Amendments Commencement Day means the Trading Day commencing 

at 8:00 AM on 1 October 2017. 

Pre-Amended Rules: Means the Market Rules as in force immediately before the 

RCM Amendments come into effect. 

Post-Amended Rules: Means the Market Rules as in force immediately after the 

RCM Amendments come into effect. 

1.22.2. Before 8:00 AM on the RCM Amendments Commencement Day, notwithstanding 

that the Pre-Amended Rules continue to apply, each Rule Participant must perform 

all obligations imposed on that Rule Participant under the Post-Amended Rules, in 

relation to the RCM Amendments Commencement Day and subsequent Trading 

Days, that, if the Post-Amended Rules were in force, the Rule Participant would 

have been required to perform under the Post-Amended Rules. This includes but 

is not limited to obligations relating to: 

(a)  updated Standing Data under clause 2.34; 

(b)  Reserve Capacity Obligation Quantity under clause 4.12; 

(c)  Individual Reserve Capacity Requirement under clause 4.28.8; 

(d)  a Non-Balancing Dispatch Merit Order under clause 6.12; 

(e)  a Dispatch Instruction under Chapter 7; 

(f)  a Dispatch Advisory under clause 7.11; and 

(g)  Relevant Demand under Appendix 10; 

1.22.3. On the Scheduling Day relating to the RCM Amendments Commencement Day, 

notwithstanding that the Pre-Amended Rules continue to apply, Rule Participants 

are not required to perform obligations under the following Pre-Amended Rules: 

(a)  updated Standing Data under clause 2.34; 

(b)  Reserve Capacity Obligation Quantity under clause 4.12; 

(c)  Individual Reserve Capacity Requirement under clause 4.28.8; 

(d)  a Non-Balancing Dispatch Merit Order under clause 6.12; 

(e)  Dispatch under clause 7.6; 

(f)  Dispatch Instructions under clauses 7.7 and 7.8, 

(g)  Relevant Demand under Appendix 10; 

but only to the extent that these obligations relate to the Trading Day that is also 

the RCM Amendments Commencement Day or subsequent Trading Days. 

1.22.4. After 8:00 AM on the RCM Amendments Commencement Day, notwithstanding 

that the Post-Amended Rules apply, each Rule Participant must perform all 

obligations imposed on that Rule Participant under the Pre-Amended Rules, 

arising in relation to each Trading Day (or part of a Trading Day) up to but excluding 

the RCM Amendments Commencement Day, that, if the Pre-Amended Rules were 

in force, the Rule Participant would have been required to perform under the Pre-

Amended Rules. This includes, but is not limited to, obligations relating to: 

 (a)  administration of the Market under Chapter 2; 
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(b) Reserve Capacity Obligation Quantity under clause 4.12; 

(c)  Dispatch under Chapter 7; 

(d)  settlement under Chapter 9; and 

(e)  treatment of information under Chapter 10. 

 

4. Describe how the proposed rule change would allow the Market Rules to better 
address the Wholesale Market Objectives: 

The proposed amendments seek to clarify the intent of the reforms introduced in the Order 
and to ensure consistency in the drafting of the WEM Rules. AEMO considers that the WEM 
Rules effective 1 October 2017 are intended to impact all calculations and processes 
applicable for Trading Day 1 October 2017 onwards, irrespective of when the calculations are 
performed.  

The proposed amendments will better achieve the Wholesale Market Objectives (a) and (d) by 
removing: 

 ambiguity around Rule Participant obligations effective from 1 October 2017; and  

 compliance costs in absence of the proposed amendments. 

 

5. Provide any identifiable costs and benefits of the change: 

Costs: 

No costs associated with implementing these proposed changes to AEMO or Market 

Participant systems have been identified. 

Benefits: 

The proposed changes will: 

 improve the clarity of the WEM Rules by introducing transitional provisions that will 

ensure that the WEM Rules function as intended; and 

 remove costs associated in the administration of non-compliance breaches incurred by 

all Rule Participants. 
 

MAC Meeting 2017-03 Papers (Page 59  of 62)



 

MARKET ADVISORY COMMITTEE MEETING 12 JULY 2017 AGENDA ITEM: 6 PAGE 1 OF 3 

MARKET ADVISORY COMMITTEE MEETING, 12 JULY 2017  

FOR NOTING 

SUBJECT: UPDATE ON AEMO’S MARKET PROCEDURES 

AGENDA ITEM: 6 

1. PURPOSE 

Provide a status update on the activities of the AEMO Procedure Change Working Group and AEMO Procedure Change Proposals. 

2. AEMO PROCEDURE CHANGE WORKING GROUP (APCWG) 

The first meeting of the APCWG will be held on 18 July 2017. AEMO previously conducted ad hoc Procedure Change workshops to provide 
advice on draft amendments to Market Procedures, the last of which was held on 26 June 2017. While this workshop was not a meeting of 
the APCWG, the details are described below under ‘Most recent meeting’. 

 Most recent meeting Next meeting Future meetings 

Date 26 June 2017 18 July 2017 TBA 

Market Procedures for 
discussion 

Market Procedure: Individual Reserve 
Capacity Requirements 

Market Procedure: Undertaking the Long 
Term PASA and conducting a review of the 
Planning Criterion 

IMS Interface Market Procedure – Network 
Operators and AEMO 

Power System Operation Procedure: Network 
Modelling Data 

Market Procedure: Reserve Capacity 
Performance Monitoring 

Power System Operation Procedure: 
Dispatch 

Market Procedure: Notices and 
Communications 
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3. AEMO PROCEDURE CHANGE PROPOSALS 

The status of AEMO Procedure Change Proposals is described below, current as at 4 July 2017. 

ID Summary of changes Status Next steps Date 

AEPC_2017_03: 
Determination of DSM 
Dispatch Payment Tranches 
and Adjustments 

New procedure required by Amending Rules 
gazetted by the Minister for Energy on 31 May 2016 

Submissions closed 
3 July 2017.  
No submissions 
received. 

Publish Procedure 
Change Report 

22 Aug 2017 

AEPC_2017_04: Certification 
of Reserve Capacity 

The proposed updates are to reflect Amending Rules 
gazetted by the Minister for Energy on 31 May 2016 

Consultation open Submissions close 25 Jul 2017 

AEPC_2017_05: Individual 
Reserve Capacity 
Requirements 

The proposed updates are to reflect Amending Rules 
gazetted by the Minister for Energy on 31 May 2016 

Discussed at 
Procedure Change 
workshop on 26 Jun 
2017 

Publish Procedure 
Change Proposal 
and Call for 
Submissions 

6 Jul 2017 

AEPC_2017_06: Undertaking 
the Long Term PASA and 
conducting a review of the 
Planning Criterion 

The proposed updates are to reflect Amending Rules 
gazetted by the Minister for Energy on 31 May 2016 

Discussed at 
Procedure Change 
workshop on 26 Jun 
2017 

Publish Procedure 
Change Proposal 
and Call for 
Submissions 

6 Jul 2017 

AEPC_2017_07: IMS Interface New procedure required by Amending Rules 
gazetted by the Minister for Energy on 31 May 2016 

Discussed at 
Procedure Change 
workshop on 26 Jun 
2017 

Publish Procedure 
Change Proposal 
and Call for 
Submissions 

19 Jul 2017 

AEPC_2017_08: Network 
modelling data 

New procedure required by Amending Rules 
gazetted by the Minister for Energy on 31 May 2016 

Discussed at 
Procedure Change 
workshop on 26 Jun 
2017 

Publish Procedure 
Change Proposal 
and Call for 
Submissions 

19 Jul 2017 

AEPC_2017_09: Reserve 
Capacity Performance 
Monitoring  

The proposed updates are to reflect Amending Rules 
gazetted by the Minister for Energy on 31 May 2016 

Discussed at 
Procedure Change 
workshop on 26 Jun 
2017 

Publish Procedure 
Change Proposal 
and Call for 
Submissions 

6 Jul 2017 
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ID Summary of changes Status Next steps Date 

AEPC_2017_10: Dispatch The proposed updates are to incorporate new 
procedure requirements related to the dispatch of 
Demand Side Programmes, within the Amending 
Rules gazetted by the Minister for Energy on 31 May 
2016 

In development To be discussed at 
the APCWG 

18 Jul 2017 

AEPC_2017_11: Notices and 
Communications 

The proposed updates are to reflect the change of 
AEMO contact details following the office move 

In development To be discussed at 
the APCWG 

18 Jul 2017 
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	(a) to promote the economically efficient, safe and reliable production and supply of electricity and electricity related services in the South West interconnected system;
	(b) to encourage competition among generators and retailers in the South West interconnected system, including by facilitating efficient entry of new competitors;
	(c) to avoid discrimination in that market against particular energy options and technologies, including sustainable energy options and technologies such as those that make use of renewable resources or that reduce overall greenhouse gas emissions;
	(d) to minimise the long-term cost of electricity supplied to customers from the South West interconnected system; and
	(e) to encourage the taking of measures to manage the amount of electricity used and when it is used.
	1.21. Transitional calculation of Individual Reserve Capacity Requirements
	1.21.1 In this section 1.21:
	New Rules means the Amending Rules made by the Prudential Exposure Final Rule Change Report (other than the Amending Rule with respect to this clause 1.21).
	Post-Amended Rules means the Market Rules as in force immediately after the New Rules come into effect.
	Pre-Amended Rules means the Market Rules as in force immediately before the New Rules come into effect.
	Prudential Exposure Final Rule Change Report means the Rule Change Panel’s Final Rule Change Report for the Rule Change Proposal: Reduction of the prudential exposure in the Reserve Capacity Mechanism.
	Rule Change Commencement Day: means the Trading Day when the New Rules come into effect (as determined by the Rule Change Panel under clause 2.8.12).
	1.21.2 Before 8:00 AM on the Rule Change Commencement Day, notwithstanding that the Pre-Amended Rules continue to apply, each Rule Participant must perform all obligations imposed on that Rule Participant under the Post-Amended Rules, in relation to t...

	(a) publication of the 12 peak SWIS Trading Intervals in the preceding Hot Season(s) under clause 4.1.23A of the Post-Amended Rules;
	(b) publication of the 4 peak SWIS Trading Intervals in the Trading Month three months prior to the first Trading Month after the Post-Amended Rules come into effect under clause 4.1.23B of the Post-Amended Rules; and
	(c) publication of an updated settlement cycle timeline under clause 9.16.2 of the Post-Amended Rules with respect to the period:
	(i) starting on the Trading Day when the Post-Amended Rules come into effect; and
	(ii) ending on the last Trading Day of the relevant Financial Year.
	1.21.3 For the first Trading Month during which the Post-Amended Rules come into effect, the references to “Trading Month n” in relation to d(u,i) and d(v,i) values in Step 6 of Appendix 5 are to be read as “Trading Months n-3, n-2, n-1 and n”.
	…
	4.1.23A. AEMO must publish the 12 peak SWIS Trading Intervals during the Hot Season preceding the initial calculation of Individual Reserve Capacity Requirement, as defined in clause 4.29.5, by the date referred to in clause 9.16.2(c) for the Trading ...
	4.1.23B. AEMO must publish the 4 peak SWIS Trading Intervals for each Trading Month, as defined in clause 4.29.6, by the date referred to in clause 9.16.2(c) for the relevant Trading Month.
	4.1.23C. AEMO must publish the Indicative Individual Reserve Capacity Requirement for each Market Customer in accordance with clause 4.28.7B by 5:00 PM on the Business Day that is 10 Business Days prior to the Trading Month from which the Indicative I...
	4.1.24. AEMO must publish the initial Individual Reserve Capacity Requirement for each Market Customer in accordance with clause 4.28.7 by:
	(a) in the case of the first Reserve Capacity Cycle, 5:00 PM on the Business Day being 10 Business Days prior to the day on which the Initial Time occurs; and
	(b) in the case of a subsequent Reserve Capacity Cycle, by 5:00 PM on the Business Day being five Business Days prior to the Interval Meter Deadline for October last Business Day falling on or before 10 September of Year 3 of that cycle.
	…

	4.1.28. Every Trading mMonth between 1 October November of Year 3 and 30 September of Year 4 of a Reserve Capacity Cycle after the first Reserve Capacity Cycle and every month between Energy Market Commencement and 30 September of Year 4 of the first ...
	(a) AEMO must update the values of each Market Participant’s Individual Reserve Capacity Requirement in accordance with clause 4.28.11; and
	(b) AEMO must publish updated Individual Reserve Capacity Requirements no later than by 5:00 PM on the Business Day being five Business Days prior to the commencement Interval Meter Deadline for the Trading Month from which the updated Individual Rese...
	…
	4.28.2. For these purposes of clause 4.28.1:
	(a) AEMO is taken to have acquired a Capacity Credit held by a Market Participant in respect of a Trading Month if that Capacity Credit has not been allocated by that Market Participant to another Market Participant for settlement purposes under secti...
	(aA) without limiting clause 4.28.2(a), AEMO is taken to have acquired all DSM Capacity Credits;
	(b) [Blank] any Capacity Credits that have been allocated to a Market Customer in excess of that Market Customer’s Individual Reserve Capacity Requirement are:


	(i) deemed to be Capacity Credits acquired by AEMO from the Market Customer;
	(ii) not counted as Capacity Credits traded bilaterally; and
	(iii) are valued at the Reserve Capacity Price;
	(c) the cost of a Capacity Credit acquired by AEMO which is covered by a Short Term Special Price Arrangement is the Special Reserve Capacity Price determined in accordance with clause 4.21.1(b);
	(cA) the monthly cost of a DSM Capacity Credit is the DSM Reserve Capacity Price divided by 12; and
	(d) the cost of each other Capacity Credit acquired by AEMO is the Monthly Reserve Capacity Price determined in accordance with clause 4.29.1.
	4.28.3. For each Trading Month, AEMO must calculate the Targeted Reserve Capacity Cost, being the cost defined under clause 4.28.1(a), and must allocate this cost to Market Customers in accordance with section 9.7. and AEMO must allocate this total co...
	…
	4.28.7B. AEMO must determine and publish an Indicative Individual Reserve Capacity Requirement for each Market Customer by the date and time specified in clause 4.1.23C where this Indicative Individual Reserve Capacity Requirement:
	(a) is determined using the methodology described in Appendix 5 and clause 4.28.7A; and
	(b) is calculated using data that may be modified in accordance with clause 4.28.11A.
	…

	4.28.11. AEMO must determine and publish an updated Individual Reserve Capacity Requirement for each Market Customer by the date and time specified in clause 4.1.28(b) where this Individual Reserve Capacity Requirement:
	(a) is determined using the methodology described in Appendix 5 and based on Individual Reserve Capacity Requirements for Intermittent Loads determined for each Trading Month in accordance with Appendix 4A;
	(aA) is calculated using data that may be modified in accordance with clause 4.28.11A; and
	(b) applies from the commencement of the first Trading Month commencing after ending before the date of publication of the updated Individual Reserve Capacity Requirement.

	4.28.11A. For the purpose of the calculation of the Indicative Individual Reserve Capacity Requirements and the Individual Reserve Capacity Requirements described in Appendix 4A and Appendix 5, other than for step 10 of Appendix 5, where those calcula...
	4.28.11B AEMO must recalculate and publish the initial Individual Reserve Capacity Requirement or the updated Individual Reserve Capacity Requirements for a Trading Month when undertaking the Adjustment Process for that Trading Month under clause 9.16...
	…
	4.29.5. For the purposes of clause 4.1.23A, the 12 peak SWIS Trading Intervals in a Hot Season are defined as the 3 Trading Intervals with the largest Total Sent Out Generation on each of the 4 Trading Days with the highest maximum demand in that Hot ...
	4.29.6. For the purposes of clause 4.1.23B, the 4 peak SWIS Trading Intervals in each Trading Month are defined as the 4 Trading Intervals in that Trading Month with the largest Total Sent Out Generation.

	9.4. Capacity Credit Allocation Process
	9.4.1. Subject to clause 9.4.1A, a Market Participant holding Capacity Credits may make a single Capacity Credit Allocation Submission applicable for a full Trading Month to AEMO between the dates and times specified in clauses 9.16.2(b)(i) and 9.16.2...
	9.4.1A. A Capacity Credit Allocation Submission must not include DSM Capacity Credits.
	9.4.2. AEMO must prescribe a Capacity Credit Allocation Submission form and publish it on the Market Web Site.
	9.4.3. A Market Participant making a Capacity Credit Allocation Submission must provide to AEMO the information specified in clause 9.5.1 using the form prescribed by AEMO and the method prescribed in the Settlement Procedure.
	9.4.4. By making a Capacity Credit Allocation Submission, a Market Participant acknowledges that:
	(a) it is acting with the permission of all affected Market Participants; and
	(b) AEMO has the right to reverse any Capacity Credit Allocations if either or both of—


	i.  any affected Market Participant, other than the submitting Market Participant, objects to the allocation prior to the deadline for disputes in relation to Non-STEM Settlement Statements; or
	ii.  the Capacity Credit Allocation Submission includes DSM Capacity Credits.
	9.4.5. As soon as practicable, and not later than noon on the Business Day following receipt of a Capacity Credit Allocation Submission, AEMO must notify the submitting Market Participant:
	(a) that the Capacity Credit Allocation Submission has been received; and
	(b) whether the Capacity Credit Allocation Submission has been accepted or rejected, including reasons for rejecting the submission (if appropriate).

	9.4.6. If a submitting Market Participant does not receive a notice in accordance with clause 9.4.5, or is notified that the submission is rejected, then the submitting Market Participant must arrange with AEMO to provide a valid Capacity Credit Alloc...
	9.4.7. AEMO must confirm receipt, by telephone, of a Capacity Credit Allocation Submission from a Market Participant made in accordance with clause 9.4.6 within 30 minutes of receiving the submission, indicating the matters referred to in paragraphs 9...
	9.4.8. AEMO must accept a Capacity Credit Allocation Submission unless the submission is not consistent with the requirements of clauses 9.4.1A or 9.5.
	9.4.9. Once all Capacity Credit Allocation Submissions have been received by AEMO it must identify each Market Participant which has had more Capacity Credits allocated to it than are required to cover its Individual Reserve Capacity Requirements.
	9.4.10. AEMO must, by the time and date specified in clause 9.16.2(b)(iii) contact any Market Participant referred to in clause 9.4.9 and request the Market Participant to nominate modifications to the total number of Capacity Credits allocated to it ...
	9.4.11. A Market Participant requested to nominate modifications in accordance with clause 9.4.10 must respond by the time and date specified in clause 9.16.2(b)(iv).
	9.4.12. If a Market Participant requested to nominate modifications in accordance with clause 9.4.10 does not comply with clause 9.4.11, all Capacity Credit Allocation Submissions, insofar as they allocate Capacity Credits to that Market Participant, ...
	9.4.13. By the time and date specified in clause 9.16.2(b)(v), AEMO must notify each Market Participant from which AEMO has received a Capacity Credit Allocation Submission which has been accepted of the following information (for each Market Particip...
	(a) the Capacity Credits allocations accepted as submitted; and
	(b) if AEMO has contacted the Market Participant under clause 9.4.10:
	i. the Capacity Credit allocations that have been reduced in accordance with responses made by that Market Participant under clause 9.4.11, where AEMO must allocate reductions between the sets of Capacity Credits specified in clause 9.5.1(c) so as to ...
	ii. the Capacity Credit allocations that have been revoked in accordance with clause 9.4.12 due to AEMO not receiving a response from a Market Participant.


	9.4.1. Subject to clause 9.4.2, a Market Generator may submit one or more Capacity Credit Allocation Submissions for a full Trading Month to AEMO between the dates and times specified in clauses 9.16.2(b)(i) and 9.16.2(b)(ii).
	9.4.2. Capacity Credit Allocation Submissions must not include DSM Capacity Credits.
	9.4.3. Capacity Credit Allocation Submissions must be submitted in the form specified by AEMO and must include the information specified in clause 9.5.1.
	9.4.4. AEMO must reject a Capacity Credit Allocation Submission if:
	(a) it is inconsistent with clause 9.4.2;
	(b) it is inconsistent with section 9.5; or
	(c) if AEMO reasonably considers that the Trading Margin of the submitting Market Generator is likely to be negative after allocating the Capacity Credits as outlined in the Capacity Credit Allocation Submission,

	9.4.5. As soon as practicable, following receipt of a Capacity Credit Allocation Submission, AEMO must notify the submitting Market Generator whether the Capacity Credit Allocation Submission has been approved or rejected and include reason for reject...
	9.4.6. As soon as practicable, following the approval of a Capacity Credit Allocation Submission, AEMO must notify the Market Customer specified as the receiver of Capacity Credits that the Capacity Credit Allocation Submission has been approved.
	9.4.7. Once AEMO has approved a Capacity Credit Allocation Submission, the Market Customer specified as the receiver of the Capacity Credits may accept the Capacity Credits specified in the Capacity Credit Allocation Submission by submitting a Capacit...
	9.4.8. Capacity Credit Allocation Acceptances must be submitted in the form specified by AEMO.
	9.4.9. A Market Generator may withdraw a Capacity Credit Allocation Submission if at the time of withdrawal, AEMO has not received a Capacity Credit Allocation Acceptance under clause 9.4.7 from the Market Customer specified as the receiver of Capacit...
	9.4.10. AEMO must reject a Capacity Credit Allocation Acceptance if AEMO reasonably considers that the Trading Margin of the Market Generator specified as the provider of Capacity Credits is likely to be negative after allocating the Capacity Credits ...
	9.4.11. If a Capacity Credit Allocation Acceptance is not rejected under clause 9.4.10, AEMO must approve the Capacity Credit Allocation Acceptance.
	9.4.12. As soon as practicable, following receipt of a Capacity Credit Allocation Acceptance, AEMO must notify the submitting Market Customer and the Market Generator that submitted the corresponding Capacity Credit Allocation Submission whether the C...
	9.4.13. AEMO must reverse a Capacity Credit Allocation if (and only if) both of the following apply:
	(a) AEMO receives a request from the Market Generator and Market Customer involved; and
	(b) AEMO reasonably considers that the Trading Margin of the Market Customer specified as the receiver of Capacity Credits is not likely to be negative after the reversal.

	9.4.14. AEMO must develop a Market Procedure dealing with:
	(a) Capacity Credit Allocations; and
	(b) other matters relating to sections 9.4, 9.4A and 9.5,


	9.4A. Reduction of Capacity Credit Allocations
	9.4A.1. If a Capacity Credit is terminated for any reason during a Trading Month resulting in:
	(a) the total number of Capacity Credits allocated in accordance with clause 9.5.1(c)(i) for a Trading Month exceeding the number of Capacity Credits specified that are covered by a Special Price Arrangement but which are allowed to be traded bilatera...
	(b) the total number of Capacity Credits allocated in accordance with clause 9.5.1(c)(ii) for a Trading Month exceeding the number of Capacity Credits which are allowed to be traded bilaterally under clause 4.14.9 that are not covered by Special Price...

	then AEMO must notify the Market Participant that had its Capacity Credits reduced, within 1 Business Day of the termination.
	9.4A.2. The Market Participant may, within 2 Business Days following receipt of the notice in clause 9.4A.1, reduce one or both of the following:
	(a) the number of Capacity Credit Allocations by the amount exceeded in clause 9.4A.1(a) in order to eliminate the excess in clause 9.4A.1(a); and
	(b) the number of Capacity Credit Allocations by the amount exceeded in  clause 9.4A.1(b) in order to eliminate the excess in clause 9.4A.1(b).

	9.4A.3. If a Market Participant does not make a reduction under clause 9.4A.2, AEMO must reduce one or both of the following:
	(a) the number of Capacity Credit Allocations by the amount exceeded in clause 9.4A.1(a) in order to eliminate the excess in clause 9.4A.1(a); and
	(b) the number of Capacity Credit Allocations by the amount exceeded in clause 9.4A.1(b) in order to eliminate the excess in clause 9.4A.1(b),
	in line with the Market Procedure specified in 9.4.14.


	9.5. Format of Capacity Credit Allocation Submissions
	9.5.1. A Capacity Credit Allocation Submission must set out:
	(a) the identity of the submitting Market Participant Generator, which must be the holder of Capacity Credits;
	(b) the identity of each the Market Participant Customer to which the Capacity Credits are to be allocated for settlement purposes, which may include the submitting Market Participant;
	(c) the number of Capacity Credits to be allocated for settlement purposes to each other Market Participant the Market Customer from each of the following sets:
	i. the set consisting of Capacity Credits held by the submitting Market Participant that are covered by Special Price Arrangements but which are allowed to be traded under clause 4.14.9, where the total number of Capacity Credits in this set is the nu...
	ii. the set consisting of Capacity Credits held by the submitting Market Participant which are allowed to be traded under clause 4.14.9 that are neither DSM Capacity Credits nor covered by Special Price Arrangements, as specified under clause 4.29.3(d...


	9.5.2. A Capacity Credit Allocation Submission may allocate part of a Capacity Credit provided that the number of Capacity Credits allocated is specified to a precision of 0.001 MW.
	9.5.3. A Capacity Credit Allocation Submission will only be accepted must be rejected by AEMO if:
	(a) the total number of Capacity Credits allocated in accordance with clause 9.5.1(c)(i) for a Trading Month does not exceeds the number of Capacity Credits specified under clause 4.29.3(d)(iii), less the number of Capacity Credits specified under cla...
	(b) the total number of Capacity Credits allocated in accordance with clause 9.5.1(c)(ii) for a Trading Month does not exceeds the number of Capacity Credits specified under clause 4.29.3(d)(iv) for the Market Participant for the Trading Month.

	9.7.1A.  For the purposes of clause 9.7.1, Capacity Provider Payment (p,m) is—
	CCP(p,m) = Participant Capacity Rebate(p,m)
	+ Non_Allocated_ Gen_Capacity_Payments (p,m)
	+ Non_Allocated_SPA_Payments (p,m)
	– Intermittent Load Refund(p,m)
	+ Supplementary Capacity Payment(p,m)
	+ DSM_Capacity_Payments (p,m)
	+ Tranche 2 DSM Dispatch Payments (p,m)
	– Capacity Cost Refund(p,m)
	+ Over Allocation Cost(p,m)
	Where—
	Where—
	Where—
	9.7.1B.  For the purposes of clause 9.7.1, Capacity Purchaser Payment is—
	CPP(p,m) =
	Targeted Reserve Capacity costs(p,m)
	+ Shared Reserve capacity costs (p,m)
	- LF_Capacity_Cost(p,m)
	Where—
	IRCR(p,m) is the Individual Reserve Capacity Requirement for Market Participant p and Trading Month m expressed in units of MW;
	Allocated Capacity Credits (p,m) equals the capacity credits allocated to Market Participant p in month m in accordance with sections 9.4 and 9.5;

	9.16.2. For all Financial Years other than the first Financial Year of energy market operations, the settlement cycle timeline for settlement of other amounts payable under these Market Rules for all Trading Days within a Financial Year must be publis...
	(a) The Interval Meter Deadline, being the Business Day by which Meter Data Submissions for a Trading Month must be provided to AEMO.  This date must be the first Business Day of the second month following the month in which the Trading Month commenced.
	(b) The Capacity Credit Allocation Submission and Capacity Credit Allocation Acceptance timeline, including:
	i. the earliest date and time at which Capacity Credit Allocation Submissions or Capacity Credit Allocation Acceptances for a Trading Month can be made submitted, where this is to be a Business Day after the end of the Trading Month to which the Capac...
	ii. the latest date and time at which Capacity Credit Allocation Submissions or Capacity Credit Allocation Acceptances for a Trading Month can be made to AEMO, where this is to be not less than five Business Days prior to the Non-STEM Settlement State...
	iii. the time and date by which AEMO must contact any Market Participant identified under clause 9.4.9 where this is to be not less than four Business Days prior to the Non-STEM Settlement Statement Date;
	iv. the time and date by which a Market Participant must respond to any request made by AEMO in accordance with clause 9.4.10 where this is to be not less than two Business Days prior to the Non-STEM Settlement Statement Date; and
	v. the time and date by which AEMO will notify Market Participants from which AEMO has accepted Capacity Credit Allocation Submissions where this is to be not less than two Business Days prior to the Non-STEM Settlement Statement, but later than the t...


	10.5.1. AEMO must set the class of confidentiality status for the following information under clause 10.2.1, as Public and AEMO must make each item of information available from or via the Market Web Site after that item of information becomes availab...
	i. Requests for Expressions of Interest described in clause 4.2.3 for the previous five Reserve Capacity Cycles;
	ii. the summary of Requests for Expressions of Interest described in clause 4.2.7 for the previous five Reserve Capacity Cycles;
	iii. the Reserve Capacity Information Pack published in accordance with clause 4.7.2 for the previous five Reserve Capacity Cycles;
	iiiA. for each Market Participant that was assigned Certified Reserve Capacity, the level of Certified Reserve Capacity assigned to each to Facility for each Reserve Capacity Cycle;
	iv. for each Market Participant holding Capacity Credits, the Capacity Credits provided by each Facility for each Reserve Capacity Cycle;
	v. the identity of each Market Participant from which AEMO procured Capacity Credits in the most recent Reserve Capacity Auction, and the total amount procured, where this information is to be published by January 7th of the year following the Reserve...
	vi. for each Special Price Arrangement for each Registered Facility:
	vii. all Reserve Capacity Offer quantities and prices, including details of the bidder and facility, for a Reserve Capacity Auction, where this information is to be published by January 7th of the year following the Reserve Capacity Auction;
	viii. reports summarising the outcomes of Reserve Capacity Tests and reasons for delays in those tests, as required by clause 4.25.11; and
	ix. the following annually calculated and monthly adjusted ratios (including those determined when publishing the Indicative Individual Reserve Capacity Requirement in accordance with clause 4.28.7B):
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	(a) to promote the economically efficient, safe and reliable production and supply of electricity and electricity related services in the South West interconnected system;
	(b) to encourage competition among generators and retailers in the South West interconnected system, including by facilitating efficient entry of new competitors;
	(c) to avoid discrimination in that market against particular energy options and technologies, including sustainable energy options and technologies such as those that make use of renewable resources or that reduce overall greenhouse gas emissions;
	(d) to minimise the long-term cost of electricity supplied to customers from the South West interconnected system; and
	(e) to encourage the taking of measures to manage the amount of electricity used and when it is used.
	 before 1 October 2017, Rule Participants are required to perform the following obligations (notwithstanding that the current WEM Rules are in force) that arise under the Amending Rules (see new clause 1.24.2 in section 3 of this Rule Change Proposal);
	 because Rule Participants are required to perform the above obligations under the Amending Rules, they are not required to perform the same obligations under the current WEM Rules on the Scheduling Day (30 September 2017) relating to the 1 October 2...
	 after 1 October 2017, Rule Participants are required to perform the following obligations (notwithstanding the Amending Rules will be in force) that arise under the current WEM Rules in respect of Trading Days that occurred up to 30 September 2017 (...
	 prior to Trading Day 1 October 2017 (under the Amending Rules);
	 prior to Trading Day 1 October 2017 (under the current WEM Rules); and
	 post 1 October 2017 in respect of Trading Days up to 1 October 2017 (under the current WEM Rules). (see section 1).
	 ambiguity around Rule Participant obligations effective from 1 October 2017; and
	 compliance costs in absence of the proposed amendments.

	09 Agenda Item 6 AEMO Procedure Update.docx
	1. PURPOSE
	2. AEMO PROCEDURE CHANGE WORKING GROUP (APCWG)
	3. AEMO PROCEDURE CHANGE PROPOSALS




