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Rule Change Notice 
 

Prudential Requirements  
(RC_2012_23) 

 

This notice is given under clause 2.5.7 of the Market Rules. 

Submitter:   Allan Dawson, IMO 

Date Submitted: 14 August 2013 

 

The Proposal 

The IMO manages the prudential requirements of Market Participants as set out in Chapter 2 of the 
Market Rules and the related Market Procedure: Prudential Requirements.  

Prudential security for each Market Participant is held by the IMO to reduce the credit risk and 
consequential financial impact of default by a Market Participant on the Wholesale Electricity Market 
(WEM). The prudential process is principally designed to ensure that, if a Market Participant defaults 
by failing to settle its Short Term Electricity Market (STEM) or Non-STEM invoice amounts on a due 
date, the IMO will hold sufficient prudential security from that Market Participant so as to cover that 
Market Participant’s exposure without short paying the market.  

In accordance with the Market Rules, the IMO must determine each Market Participant’s Credit Limit 
and Trading Margin. The IMO must also monitor these values to ensure that a Market Participant’s 
exposure risk is not greater than the Credit Support provided. If at any time, the Market Participant’s 
market exposure becomes greater than its Trading Limit as determined by the Credit Support 
provided by the Market Participant, the IMO may make a Margin Call or increase a Market 
Participant’s Credit Limit, and therefore the required level of Credit Support to reduce the credit risk 
to the market.  

The IMO has identified a number of areas in the Market Rules where clarification is required to 
ensure that there is no ambiguity around the prudential obligations of either Market Participants or 
the IMO.  These areas include: 

(a) Credit Limit determination: The IMO seeks to amend relevant clauses to contain the 
principles that form the basis of determining a Market Participant’s Credit Limit and move the 
prescriptive detail to the Market Procedure. The IMO also proposes to clarify the clauses to 
better align with current practice. 

(b) Determining the expected value of transactions: The IMO proposes to amend clause 2.37.9 
to specify that instead of a guideline, a list of factors is provided in the Market Procedure to 
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must be delivered to the IMO by 5.00pm on Wednesday, 25 September 2013. 

The IMO prefers to receive submissions by email (using the submission form available on the 
Market Web Site: http://www.imowa.com.au/rule-changes) to:

http://www.imowa.com.au/rule-changes�
mailto:market.development@imowa.com.au�
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Wholesale Electricity Market  
Rule Change Proposal Form 
 
 
Change Proposal No:  RC_2012_23 

Received date: 14 Aug 2013 

 
Change requested by:  
  

Name: Al lan Da ws o n  
Phone: 9254 4333

Organisation: IMO  
Address: Lev el 17, Governor Stir l in g T ower , 197 St. Geor ges T er r ac e, Per th 

Date submitted: TBA 
Urgency: 2-medium 

 Change Proposal title: Pr ude nti al Req uir em ents  
Market Rule(s) affected: N um er ous  

 
 
Introduction 
 
Mark et Rule 2.5.1 of the W holesale Elect r icity Mar k et Rules provide s that any per son 
(including the IMO) may mak e a Rule Change Proposal by com plet ing a Rule Chang e 
Proposal f or m that must be subm it t ed to the Independent Mar k et Oper at or.   
 
This Chang e Proposal can be post ed, f axed or emailed to:  
 

Independent Market Operator 
At t n: Group Manag er ,  Developm ent  & Capacit y  
PO Box 7096  
Cloist er s Sq uar e, Per t h, W A 6850  
Fax: (08) 9254 4339  
Email: mark et.development @im owa.com.au  
 

 
The Independent Mark et Oper at or will asse ss the proposal and, wit hin 5 Business Days of 
receiving this Rule Chan g e Proposal f or m, wil l no t if y you whet her the Rule Chang e Proposal 
will be f ur t her prog r esse d.  
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In order f or the proposal to be prog r esse d, all f ields below must be com plet ed and the 
chang e proposal must expla in how it wil l enable the Mar k et Rules to bet ter cont r ibut e to the 
achievem ent of the whol esale elect r icit y mark et obj ect ives.  The obj ect ives of the mark et are:  

 
(a)  to prom ot e the econom icall y ef f icient , saf e and reliable product ion and supply 

of electr icit y and elect r icit y r elat ed ser vices in the Sout h W est int er connect ed 
syst em ;  

(b)  to encour ag e com pet it ion among gener at or s and ret ailer s in the Sout h W est 
int er connect ed syst em , including by f acilit at ing ef f icient entr y of new 
com pet it or s;  

(c)  to avoid discr im inat ion in that mark et against par t icular energ y opt ions and 
technolog ies, including sust ainable energ y opt ions and technolog ies such as 
those that mak e use of renewable resour ces or that reduce over all 
greenhouse gas emissions;  

(d)  to minim ise the long - t erm cost of elect r icit y supplied to cust om er s from the 
Sout h W est int erconnected syst em; and  

(e)  to encour ag e the tak ing of measur es to manag e the amount of elect r icit y used 
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�x Trading Margin –  T he amount by which a Mar k et Par t icipant ’s Trading Lim it exceeds 
it s Out st anding Amount (clause 2.41.1)which trigger s a Mar g in Call . 

�x Margin Call –  T he req uir em ent f or a Mar k et Participant to provide a S ecu r it y D eposit 
or addit ional C redit S uppor t to cover possible losse s in acco r dance wit h 
clause  2.42.4.  

Prudent ial secur it y f or  each  Mar k et Part icipant is held by the I MO to reduce the cr edit risk  
and conseq uent ial f inancial impact  of def ault by a Mar k et Par t icipant on the W holesale 
Elect r icit y Mar k et (W EM) . T he prudent ial process is principal l y desig ned to ensur e that, if a 
Mar k et Part icipant def ault s by f ailing to sett le it s Shor t Term Electr icit y Mar k et (ST EM) or 
Non - ST EM in voice amount s on a due dat e, the IMO wil l hold suf f icient prudent ial secur it y 
from th at  Mark et Par t icipant so as to cover  that  Mar k et P art icipant ’s exposur e wit hout  
shor t  paying the market.  

In accor dance wit h the Mar k et Rules ,  the IMO must det er m ine each Mark et Par t icipant ’s 
Credit Lim it and Trading Mar g in.  The IMO must also monit or these  values to ensur e that a 
Mar k et P ar t icipant ’s exposur e risk is not great er than the Credit Suppor t provided. If at any 
tim e, the Mar k et Part icipant ’s market exposur e becom es great er than its Trading Lim it as 
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In pract ice, t he IMO uses hist or ical dat a to predict f ut ur e behaviour f or Credit Lim it 
det erm inat ions . The IMO uses up to 48 mont hs of hist or ical Set t lem ent dat a,  or a 
reasonable est im at e if dat a is unava ilable,  as a n est im at ion of a Mar k et Par t icipant ’s 
fut ur e exposur e in the mark et by calculat ing the a nt icipat ed m axim um e xposur e over  
70 days . Th is repr esents the hig hest 15-day STE M exposur e and the hi g hest 70- day 
Non - ST EM exposur e, and ther ef or e repr esent s the theor et ical maxim um amount that 
the Mar k et Par t icipant has alr eady reached. The IMO then uses it s discr et ion to 
consider ot her fact or s such as previous def ault s in paym ent s or  other Suspension 
Event s to incr ease the Credit Lim it det erm inat ion appr opr iat ely .  

U sing the a nt icipat ed m axim um e xposur e to benchm ark a Mark et Par t icipant ’s  Credit 
Lim it as an amount that will not be exceeded ove r a 70- day per iod has proved to be a 
robust, predict able and  repeat able tool f or both Mar k et Part icipant s and the IMO.  
Ther ef or e, the IMO proposes amendm ent s to the expect at ion of owed amount s  in this 
clause to clar if y that the Credit Lim it is the amount owed over any 70- day per iod and 
incr ease transpar ency  of the IMO ’s calculat ion of  a  Mar k et Part icipant ’ s Credit Lim it .  

(c)  Curr ent ly, the IMO det erm ines the Credit Lim it for a Mark et P ar t icipant by tak ing int o 
acco unt var ious f act ors specif ied in clause 2.37.4(a) to (j) . A num ber  of these f act or s 
have been less pract ical in applicat ion than the use of act ual dat a or obj ect ive and 
reasonable est im at ions , including :  

�x Clauses 2.37.4 (a), (c)  and (h) ,  which req uir e com plex st at ist ica l calculat ions 
wh ich are resour ce int ensive and unl ik ely to result in a cor r esponding 
impr ovem ent in the det erm ined amount .    

�x C lause 2.37.4(d) ,  which req uir es the IMO to tak e int o acco unt the processes set 
out in clauses  
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2.37.1. Th e IMO must det erm ine a Credit Lim it for each Mar k et Par t icipant  

Proposed Amendments 

in acco r dance 
wit h clause 2.37.4

2.37.2. 

.   

Subj ect to clause s  2.37.3 and 2.42.7 , T t he IMO may revie w and revise a Mar k et 
Par t icipant ’s 

2.37.3. The IMO must review 

revise the  Credit Lim it of a Mar k et Par t ici pant at any tim e.  

each Mar k et Part icipant ’s the  Credit Lim it of a Mar ket 
Par t icipant  at least once each year.  

2.37.4. Subj ect to clauses 2.37. 5  and 2.37. 6 , t he Credit Lim it for a  Mar k et Par t icipant is 
the dollar amount det ermined by the IMO as being eq ual to the amount  that the 
IMO reasonably expect s will not be exceeded over any 70 day per iod, wher e this 
amount is :   

(a)  the maxim um net amount owed by the Mark et Part icipant to the IMO over 
the 70 day per iod;  

(b)  det erm ined 
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2.37.6 . [Blank]  

2.37.7. [Blank]  

2.37.8. The IMO must not if y each Mar k et Part icipant of their Credit Lim it, and provide 
det ails of the basis for the det er m inat ion of the Credit Lim it.  

B. 

Clause 2.37.5 of the Mar k et Rules (proposed to be renum ber ed as clause 2.37.8) req uir e s a 
Mar k et Par t icipant to notif y the IMO of  any  changes in its cir cum st ances that would af f ect it s  
Credit Lim it. Curr ent ly ,  t he Mar k et Rules only cont em plat e  sit uat ions that af f ect a Mar k et 
Cust om er ’s risk in the W E M  (sub- clauses  2.37.5 (a) and (b)) . They do not consider  sit uat ions 
w her e Mar k et Gener at or s may also need to var y their bilat er al posit ion in the m ark et . 



         

  Pa g e 9  of 29 

C. 

Clause 2.37.9 req uir es the IMO to provide guidelines , consist ent wit h the met hodolog y f or 
det erm ining Credit Lim its ,  f or det er m ining the ex pect ed value of a transact ion in the Mar k et 
Procedur e . These guidelines we r e int ended to be used by the IMO and Mar k et Par t icipant s  
to asse ss whet her a Mar k et Part icipant ’s Trading Mar g in will be  exce eded f ollowing a 
subm ission. Under clause 2.41.2, a Market Par t icipant must use the guidelines to det er m ine 
if a subm ission can be made . U nder clause 2.41.3 the IMO has the rig ht to rej ect a 
subm ission wher e, using the guidelines ,  the subm ission could result in the Mar k et 
Par t icipant ’s Trading Mar g in being exceeded.   

Guidelines for determining the expected value of a transaction 

T he Mar k et Procedur e does  not cur r ent ly inc lu de any guidelines  
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2.40.1. The Outstanding Amount f or a Mar k et Part icipant at any tim e eq uals  

Proposed Amendments 

t he tot al 
amount calculat ed as follows

(a)  [Blank]  

:  

(b)  the tot al amount calculated as fol lows:  

i. the aggr eg at e of the amount s payable by the Mark et Part icipant to the IMO 
under these Mark et Rules, including amount s f or all past per iods f or which 
no Set t lem ent St at em ent has yet been issu ed, and whet her or not the 
paym ent dat e has yet been reac hed; less  

(b)  ii.  the aggr eg at e of the amount s payable by the IMO to the Mark et 
Par t icipant under these Mar k et Rules, including amount s f or all past 
per iods f or which no Set tlem ent St at em ent has yet been issu ed, and 
whet her or not the paym ent dat e has yet been reached. ; less  

E. 

(c)  the aggr eg at e of any amount s paid by the Mark et Par t icipant to the IMO f or 
the pur pose (to be specif ied by the Mar k et Par t icipant in accor dance wit h 
the Mar k et Procedur e ref er r ed to in clause 2.43.1) of reducing the 
Out st anding Amount and incr easing the Trading Mar g in on each day dur ing 
the per iod from the Trading Day on which the Outst anding Amount  is 
calculat ed up to and including eit her the next STE M Set t lem ent Dat e or the 
next Non- ST EM Set t lement Dat e whichever set t lem ent d at e oc cur s fir st.  

A Mar g in Call repr esent s a req uir em ent for a Mar k et Part icipant to provide a S ecur it y D eposit 
or addit ional C redit S uppor t to cover possible losse s in the event that a Mar k et P art icipant ’s 
Trading M ar g in f alls below zer o. The IMO must det erm ine the amount of the Mar g in Call as 
the Out st anding Amount less the Typical Accr ual under clause  2.42.3. 

Typical Accrual and the amount of Margin Call 

The Typical Accr ual  is def ined in clause 2.42.2 a s the amount that the IMO det er m ines would 
have been the Out st anding Amount at that tim e, result ing from the applicat ion of aver ag e 
prices and quant it ies ,  a s applied to the most recent det erm inat ion of the Mar k et Part icipant ’s 
Credit Lim it.  In other wo r ds,  t o det er m ine the Typical Accr ual, the IMO must calculat e what 
the Out st anding Amount f or the Mark et Par t icipant would ha ve been, at the tim e of the 
det erm inat ion, if it was calculat ed using aver ag e prices and quant it ies rat her than as 
descr ibed in clause 2.40.1.  

In pract ice, the IMO has f ound that the concept of the Typical Accr ual is com plex and may 
not produce a mor e reliable est im at e com par ed to the Out st anding Amount det er m ined 
under clause 2.40.1. In inst ance s wher e a Mark et Part icipant ’s Trading Marg in reach es zer o, 
the IMO has so ug ht to incr ease the Mark et Par t icipant ’s Credit Lim it , which req uir es 
addit ional Credit Support  to be provided and ther ef or e reduces the exposure to the mark et .   

T he IMO proposes to rem ove the concept of the Typical Accr ual and amend clause 2.42.3 to 
indicat e that the amount of the Mar g in Call is the amount that will raise the Trading Mar g in to 
zer o . This is in line wi t h the proposed amendm ent s to the det er m inat ion of a Mar k et 
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Part icipant ’s Credit Lim it.  The r esult of the IMO ’s proposed amendm ents is that the amount 
of the Mar g in Call woul d be det erm ined based on the Mar k et Part icipant ’s most recent 
Trading Mar g in and  the  
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2.38.1. Where at any tim e a Mar k et Par t icipant does not meet the Acce pt abl e Credit 
Crit er ia set out in clause 2.38.6, then the  

Proposed Amendments 
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i. is f rom a c C redit s S uppor t  provider , who must be an ent it y which 
meet s the Acce pt able Credit Crit er ia and which itself is not a Mar k et 
Par t icipant ;  

ii.  is a guar ant ee or bank under t ak ing in a form prescr ibed by the IMO ;  

iii.  is duly execut ed by the c C r edit s S uppor t provider and del iver ed 
uncondit ionally to the IMO ;  

iv.  const it ut es valid and binding unsubor dinat ed oblig at ions to the 
c C r edit s
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�x the Credit Support or Reser ve Capacit y Secur it y must be provided eit her as a 
Secur it y Deposit or as an oblig at ion under wr it t en by ent it ies meet i ng the Acce pt able 
Credit Crit er ia;  

�x the replacem ent Credit Suppor t or Reser ve Capacit y Secur it y must be provided 
wit hout any tim e lag ; and  

�x the amount of the Credit Suppor t or Reser ve Capacit y Secur it y should be at least 
eq ual to the most recent ly det er m ined Credit Lim it or Reser ve Capacit y Secur it y.  

The IMO proposes to replicat e the proposed amendm ent s relat ed to prudent ial oblig at ions in 
the relevant clauses in s ect ion 4.13, as they apply to Reser ve Capac it y Secur it y. The IMO 
also proposes to mak e appr opr iat e amendm ent s to the Mark et Procedur e: Reser ve Capacit y 
Secur it y 3

Furt her , the IMO not es that clauses 4.13.3 and 4.13.4 have asso ciat ed civi l penalt ies under 
the Reg ulat ions.  

.  

4.13.1. Where the IMO assig ns Cer t if ied Reser ve Capacit y to a Facilit y that is yet to ent er 
ser vice (or re - ent er ser vice af t er sig nif icant maintenance or having been 
upgr aded) , the relevant Mar k et Par t icipant must ensur e that the IMO holds the 
benef it of a Reser ve Capacit y Secur it y 

Proposed Amendments 

t hat is :  

(a)  in the form specif ied in clause 4.13.5; and  

(b)   

4.13.2C Where under clause 4.13.2B the IMO not if ies a Mar k et Par t icipant that excess 
Reser ve Capacit y Secur it y is curr ent ly held, then a Mar k et Part icipant may replace 
the exist ing Reser ve Capacit y Secur it y wit h a replacem ent Reser ve Capacit y 
Secur it y . The replacem ent Reser ve Capacit y Secur it y

in an amount det erm ined under clause 4.13.2(a) by the dat e and time 
specif ied  in clause 4.1.13. 

 which

(a)  

 must :  

be in the f or m specif ied in clause 4.13.5; 

(b)

(b c ) becom e ef f ect ive bef or e the IMO retur ns any excess Reser ve Capacit y 
Secur it y.  

 be in an amount not less than the amount req uir ed under clause 4.13.2(b); 
and 

4.13.3. Where a Mar k et Par t icipant ’s exist ing Reser ve Capacit y Secur it y is due to 
term inat e  expir e or cease to have ef f ect f or any ot her reason and af t er that 
term inat ion  expir at ion 

                                                 
3 The propos ed am ended Mark et Proc edure: Res erve Capac it y Sec uri t y will be pres ent ed at a lat er dat e duri ng the rule change 
proc ess.  

the Mar k et Part icipant will cont inue to have an obligat ion to 
ensur e the IMO hol ds the benef it of a Reser ve Capacit y Secur it y under clause 
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4.13.1, then that Mar k et Par t icipant must ensur e that the IMO holds the benef it of a 
replacem ent Reser ve Capacit y Secur it y  that

(a)       

. The replacem ent Reser ve Capacit y 
Secur it y must :  

is in the form specif ied in clause 4.13.5;     

(b ) be  is 

(b c ) becom es  ef f ec tive 

an amount not less than the amount req uir ed under clause 4.13.2; 
and 

when bef or e the ter m inat ion of  the exist ing Reser ve 
Capacit y Secur it y  expir es or other wise ceases to have ef f ect

4.13.4. Where a Mar k et Par t icipant ’s Reser ve Capacit y Secur it y is 

. 

affected by any of the 
cir cum st ances specif ied in the Mar k et P rocedur e ref err ed to in clause 4.13.8 for 
the pur poses of this clause no long er cur r ent or valid (for exam ple, because the 
Reser ve C apacit y Secur it y provider ceases to meet the Acce pt able Credit Crit er ia) , 
then that Mar k et Part icipant must ensur e that the IMO holds the benef it of a 
replacem ent Reser ve Capacit y Secur it y  that :   

(a)     is in the f or m specif ied in clause 4.13.5; 

(b)  is  in  an amount not less than the level req uir ed under clause 4.13.2; and  

(c)   becom es ef f ect ive
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(“ Security Deposit ”) made wit h the IMO (on term s acce pt able to the IMO 
in its discr et ion) by or on behalf of the Mar k et Par ticipant . 

11 Glossary 

Reserve Capacity Security: The reser ve capacity secur it y to be provided for a Facilit y 
 

that:  

(a)  
(b)  

has the meaning given in clause 4.13.5; and 
is 

 
as calculat ed and re- calculat ed under clause 4.13 and clause 4.28C. 

 
2. Explain the reason for the degree of urgency: 

T he IMO has det erm ined that this Rule Chang e Proposal  is of medium urg ency and 
proposes it is  prog r essed thr oug h the St andar d Rule Chang e Process.  

 
3. Provide any proposed specific changes to particular Rules: (for cla rit y, 

ple a s e use the curre n t word in g of the Rule s and pla c e a strik et h rou gh  whe re 
word s are dele te d and unde rlin e

 
 word s add e d)   

T he I MO has repr oduced the Prudent ial Req uir em ent s sect ion of the Mar k et Rules in 
Appendix 1 to facilit ate a  holist ic vie w and bet t er  underst anding of the proposed 
amendm ent s.  

 
 
 
4. Describe how the proposed Market Rule change would allow the Market 

Rules to better address the Wholesale Market Objectives: 
 

The Rule Chang e Proposal  would al lo w the Mar k et Rules to impact the W holesale Mark et 
Obj ect ives, as descr ibed below.  

 

 
Impact Market 

Objectives 
Allow the Market Rules to better address the 
objective 

a  

Consistent with objective b, c, d, e  
Inconsistent with objective  

 

(a)  to prom ot e the economicall y ef f icient , saf e and reliable product ion and supply of 
elect r icit y and electr icit y relat ed ser vices in the Sout h W est int erconnect ed syst em;  

(b)  to encour ag e com pet it ion among gener at or s and ret ailer s in the Sout h W est 
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int er connect ed syst em , including by f acilit at ing ef f icient ent r y of new com pet it or s;  

(c)  to avoid discr im inat ion in that mark et ag ainst par t icular energ y opt ions and 
technolog ies, including sust ainable energ y opt ions and technolog ies such as those 
that mak e use of renewab le resour ces or that reduce over all greenhouse gas 
emissions;  

(d)  to minim ise the long - t erm cost of elect r icit y supplied to cust om ers f rom the Sout h 
W est int erconnect ed syst em; and  

(e)  to enc our age the tak ing of measur es to manage the amount of elect r icit y used and 
when it is used.  

The IMO believes the proposed amendm ent s  to the p rudent ial req uir ement s  w ill al lo w the 
Mar k et Rules to bett er achieve W holesale Mar k et Obj ect ive (a) as it will:  

�x incr ease transpar ency in the W EM and reduce bar r iers to entr y  by provid ing m or e 
inf or m at ion on  a Mar k et Par t icipant ’s Credit Limit det erm inat ion,  ther eby pr om ot ing  
econom ic ef f iciency;  

�x provide c lar it y on the Outst anding Amount  and the inclusion of volunt ar y prepaym ent s 
wh ich wil l prom ot e accuracy i n monit or ing Trading Mar g ins and mak ing Marg in Calls ,  
ther eby minim ising the pot ent ial f inancial  risk to the W EM ;  and  

�x allo w b et t er tim elines and handling processe s around Credit Suppor t arrang em ents 
wh ich will red uce over all risk creat ed in the W EM due to Suspension Event s, ther eby 
prom ot ing over all prudent ial secur it y .  

The IMO consider s that the proposal is consistent wit h the rem aining W holesale Mar k et 
Obj ect ives.  

T he proposed amendment s wi ll also impr ove t he over all int eg r it y of the Mar k et Rules by 
employing a principles - based appr oach,  moving the mor e prescr ipt ive det ail int o the Mar ket 
Procedur e. It wil l  also impr ove the link ag es bet ween the Mar k et Rules and the Mar k et 
Procedur e.  

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

T he move to dynam ic monit or ing of prudent ial lia bilit ies  wi ll req uir e som e chang es wit hin the 
S et t lem ent syst em and its int egr at ion wit h the W holesale Elect r icit y Mar k et Syst em ( W EMS ). 
A f orm al cost ing  for these IT chang es has not  yet  been obt ained by the IMO.  Howe ver , it is 
expect ed that any cost s will be out weig hed by the benef it s to the m ark et.  

Costs  

I t is not ant icipat ed this chang e will result in any addit ional IT expenses to Mark et 
Par t icipant s.  
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The proposed amendment s  allow f or mor e transpar ency wit h respect to 
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Appendix 1: Proposed Amending Rules: Prudential 
Requirements 
 

Prudential Requirements 
2.37. Credit Limit 

2.37.1. The IMO must det erm ine a Credit Lim it for each Mar k et Par t icipant  in acco r dance 
wit h clause 2.37.4

2.37.2. 

.   

Subj ect to clauses 2.37.3 and 2.42.7, T t he IMO may revie w and revise a Mar k et 
Par t icipant ’s 

2.37.3. The IMO must review 

revise the  Credit Lim it of a Mar k et Par t ici pant at any tim e.  

each Mar k et Part icipant ’s the  Credit Lim it of a Mar ket 
Par t icipant  at least once each year.  

2.37.4. Subj ect to clauses 2.37.5 and 2.37.6, the Credit Lim it for a Mar k et Par t icipant is 
the doll ar amount det ermined by the IMO as being eq ual to the amount  that the 
IMO reasonably expect s will not be exceeded over any 70 day per iod, wher e this 
amount is:  

(a)  the maxim um net amount owed by the Mark et Part icipant to the IMO over 
the 70 day per iod;  

(b ) det erm ined by applying the f act or s set out in clause 2.37.5; and  

2.37.4. The Credit Lim it f or each Mar k et Part icipant is the dollar amount det er m ined by the 
IMO as bein g eq ual to the maxim um net amount that the Mar k et Par t icipant is 
expect ed to owe the IMO over any 70 day per iod wher e this amount is not 
expect ed to be exceeded mor e than once in a 48 mont h per iod.  W hen 
det erm ining the Credit Lim it for a Mark et Part icipan t the IMO must tak e into 
acco unt :  

(c)  calculat ed in accor dance wit h the Mar k et Procedur e ref er r ed to in clause 
2.43.1.  

(a)  the aver ag e level and volat ilit y of the Balancing Price and the ST EM 
Clear ing Price f or the previous 48 mont hs, or such short er tim e per iod as 
dat a is available f or;  

(b)  the  met er ed quant it y data f or the Mar k et Par t icipant , or an est im at e of their 
expect ed gener at ion and consum pt ion wher e no met er dat a is available;  

(c)  the cor r elat ion bet ween the Relevant Dispat ch Quant it y and the Balancing 
Price ;  
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(d)  the leng t h of the set t l ement cycle and the process set out in clauses 9.23, 
9.24 and 2.32;  

(e)  a reduct ion in the Credit Lim it ref lect ing applicable bilat er al cont r act 
pur chase quant it ies, wher e these quant it ies are the hist or ical bilat er al 
cont r act subm issions, or an est im at e o f the Mar k et Part icipant ’s  expect ed 
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2.37.8. A  Mar k et Part icipant must not if y the IMO as soon as pract icable wher e it consider s 
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the pur poses of this clause incr eased, or wher e the exist ing Credit Suppor t is no 
long er curr ent or valid (for exam ple, because the cr edit support provider ceases to 
meet the Acce pt able Credit Crit er ia) or wher e som e or all of the Credit Suppor t has 
been drawn on by the IMO in acco r dance wit h these Mar k et Rules , then that 
Mar k et Par t icipant must ensur e that the IMO holds the benef it of a  replacem ent 
Credit Support  that :  

(a)  is in the f or m specif ied in clause 2.38. 4;  

(b)       is  in an amount not less than the level requir ed under clause 2.38.1(b) ; and  

(c)  becom es ef f ect ive  wit hin 24 hour s af t er the Market Part icipant fir st 
becom es awar e of the relevant chang e in cir cum st ance (whet her by reason 
of the Mar k et Par t icipant ’s own k nowledg e or a not if icat ion by the IMO)

2.38.4. T he  Credit Suppor t for a Mar k et Par t icipant must be:  

one 
Business Day .  

(a)  an oblig at ion in writ ing that :  

i. is f rom a c C redit s S uppor t  provider , who must be an ent it y which 
meet s the Acce pt able Credit Crit er ia and which itself is not a Mar k et 
Par t icipant ;  

ii.  is a guar ant ee or bank under t ak ing in a form prescr ibed by the IMO ;  

iii.  is duly execut ed by the c C r edit s S uppor t provider and del iver ed 
uncondit ionally to the IMO ;  

iv.  const it ut es valid and binding unsubor dinat ed oblig at ions to the 
c C r edit s S uppor t provider to pay to the IMO amount s in acco r dance 
wit h it s term s which relate to oblig at ions of  the relevant Mar k et 
Par t icipant ’s oblig at ions

v.  perm it s drawing s or claim s by the IMO 

 under the Mar k et Rules; and 

up 

(b)  a cash deposit (“ Security Deposit ”) made wit h the IMO by or on behalf of 
the Mar k et Par t icipant.  

to a stat ed amount; or  

2.38.5. W her e Credit Suppor t is provided as a Secur it y Deposit in accor dance wit h clause 
2.38.4(b), it will accr ue int er est daily at the Bank Bill Rat e, and the IMO must pay 
the Mar k et Par t icipant the int er est accu m ulat ed at the end of each calendar mont h 
less any liabil it ies and expenses incurr ed by the IMO , including bank f ees and 
charg es.   

2.38.6. An ent it y meet s the Accept able Credit Crit er ia if it is:  

(a)  eit her :  

i. under the prudent ial super vision of the Austr alian Prudent ial 
Reg ulat ion Aut hor it y; or  
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ii.  a centr al borr owing aut hor it y of an Aust r alian St a t e or Ter r it or y 
wh ich has been est ablished by an Act of Par liament of that St at e or 
Terr it or y;  

(b)  resident in, or has a perm anent est ablishm ent in, Austr alia;  

(c)  not an ext er nally - adm inist er ed body cor por at e (wit hin the meaning of the 
Cor por at ions Act), or under a sim ilar form of administ r at ion under any laws 
applicable to it in any jur isdict ion;  

(d)  not imm une from suit;  

(e)  capable of being sued in its own nam e in a cour t of Aust r alia; and  

(f) has an accept able cr edit rat ing , being eit her :  

i. a rat ing of A - 1 or higher for shor t ter m unsecur ed count er par t y 
oblig at ions of the ent it y, as rat ed by Standar d and Poor ’s (Austr alia) 
Pty. Limit ed; or  

ii.  a rat ing of P - 1 or higher for shor t ter m unsecur ed count er par t y 
oblig at ions of the ent it y, as rat ed by Moodys  Inve st or Ser vices Pt y. 
Limit ed.  

2.38.7. The IMO must maint ain on the Mar k et W eb Sit e a list of ent it ies  which :  

(a)  have provided  the IMO is sat isf ied ,  based on evid ence provided by Mar k et 
Par t icipant s in the previous 12

(b)  the IMO has det erm ined in its absolut e discr et ion meet the Acce pt able 
Credit Crit er ia out lined in clause 2.38.6.  

twel ve  mont hs, wit h evidence sat isf act or y  to 
the IMO that the y  meet the Acce pt able Credit Criter ia out lined in clause 
2.38.6; or  

2.38.8  The IMO must monit or the ent it ies included on the list descr ibed in clause 2.38.7 
ag ainst the requir em ent s in clause 2.38.6 (f).  

2.38.9  The IMO may rem ove the nam e of an ent it y from the list descr ibed in clause 2.38.7 
at any tim e if the IMO consider s that the ent it y no long er meets the Acce ptable 
Credit Crit er ia def ined in clause 2.38.6.  

2.39. Trading Limit 

2.39.1. The Trading Lim it for a Mar k et Par t icipant is to eq ual the prudent ial fact or specif ied 
in clause 2.39.2 mult iplied by the tot al amount which can be drawn or claimed 
under , or applied f rom, its Credit Support.   

2.39.2.     The prudent ial f act or is 0.87.  
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2.40. Outstanding Amount 

2.40.1. The Outstanding Amount f or a Mar k et Part icipant at any tim e eq uals  the tot al 
amount calculat ed as follows

(a)  [Blank]  

:  

(b)  the  tot al amount calculated as follows:  

i. the aggr eg at e of the amount s payable by the Mark et Part icipant to the IMO 
under these Mark et Rules, including amount s f or all past per iods f or which 
no Set t lem ent St at em ent has yet been issu ed, and whet her or not the 
paym ent dat e has yet been reached; less  

(b)  
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Not ice to that Mark et Part icipant.

 

of the relevant Mark et Part icipant and increase 
the Credit Lim it in line wit h the amount  of the Mar g in Call.  

2.43. Prudential Market Procedure 

2.43.1. The IMO must develop a Mar k et Procedur e dealing wit h:  

... 

(e)  
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