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2 CALL FOR SECOND ROUND SUBMISSIONS  
 
The IMO invites interested stakeholders to make submissions on this Draft Rule Change 
Report. The submission period is 20 Business Days from the publication date of this 
report. Submissions must be delivered to the IMO by 5.00pm, Thursday 27 May 2010. 
 
The IMO prefers to receive submissions by email (using the submission form available 
on the IMO website: http://www.imowa.com.au/rule-changes) to: 
market.development@imowa.com.au  
 
Submissions may also be sent to the IMO by fax or postp
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participate in the provision of electricity related services as the price signals will be 
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Clause  Submitter Comment/Change Requested IMO’s response 

3.13.3A Alinta The first Oates Review Implementation Concept Paper 
identified a number of alternative market design options 
that were considered to better achieve the 
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5.3  Market Advisory Committee 
 
The MAC discussed the proposal at the 10 February 2010 MAC meeting. An overview of 
the discussion from the MAC meeting is presented below. Further details are available in 
the MAC meeting minutes available on the IMO website:  
 http://www.imowa.com.au/market-advisory-committee 
 
February 2010 MAC meeting 
 
Verve Energy presented the Pre Rule Change Discussion Paper to MAC members. 
 
The IMO noted that following the 2009 margin value review annual compensation to 
Verve Energy for Spinning Reserve services is projected to increase from approximately 
$15m to $40m. The IMO considered that the quantum of this change supports a move 
towards more frequent review of margin values. Further, the IMO advised that its costs 
associated with an annual review are approximately $30,000, which can currently be 
accommodated within the IMO’s normal budgetary processes. 
 
Alinta noted that in principle it has no issue with the Pre Rule Change Discussion Paper, 
but stated its preference would be for the issue to be set aside until the broader issues 
around Ancillary Services are resolved via the Oates Review. Alinta did not consider that 
there was any urgency in making the proposed changes and that the proposal could be 
revisited if required. 
 
LGP noted that from an efficiency point of view the proposed changes may be negated 
by the broader outcomes of the Oates Review. However, LGP also noted the contra 
argument in that the outcomes of the Oates Review are largely unknown and, as Verve 
Energy had identified the impacts of less frequent review of the Margin Values as being 
significant, the Rule Change Proposal should proceed. In particular, LGP noted the 
uncertainty around the contribution of carbon tax is likely to have a large impact on the 
appropriateness of the margin values in future. 
 
LGP noted the benefits of proceeding appear to outweigh the costs and the Rule 
Change Proposal, if implemented, would be relatively easy to administer. 
 
Verve Energy was in agreement with LGP and stated that the uncertainty surrounding 
the introduction of a carbon reduction scheme was a significant issue for it. Further, 
Verve Energy noted that it considers that there is a risk to the Market if the margin 
values are not reviewed more frequently. 
 
The ERA noted that a more comprehensive review of the provision of Ancillary Services 
may be required. Alinta agreed and noted that it considers there are some barriers to 
achieving a competitive Ancillary Service outcome at present. 
 
It was noted that the Rule Change Proposal gives Verve Energy some comfort that it is 
appropriately recompensed using up to date values, which in turn minimises some of 
Verve Energy’s risks. 
 
The IMO noted that the proposed amendments send a positive signal to those interested 
stakeholders considering the financial impact on the Balancing generator. Additionally, 
the IMO considered that the amendment is important from a market integrity perspective. 
 
The MAC supported the progression of the Rule Change Proposal. 
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5.4 Views Expressed in Submissions  
 
The IMO received three submissions in favour of and one submission not supporting the 
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APPENDIX 1: FULL DETAILS OF THE PROPOSAL 
 
Background 
 
Ancillary Services are used to guarantee the safe, secure and reliable supply of 
electricity on the SWIS by ensuring the system can adequately respond to real time 
changes in load and generation under a range of scenarios.  
 
While Ancillary Services are required to support the WEM, they are not traded as part of 
the WEM. System Management has the responsibility of determining all Ancillary 
Services Requirements and procuring adequate quantities of these services, either from 
the Electricity Generation Corporation (Verve Energy) – the default option – or on a 
contestable basis from independent providers if they provide a lower cost option than 
Verve Energy’s facilities. 
 
Payments to both Verve Energy and independent providers for Ancillary Services are 
made by the IMO on behalf of System Management in accordance with clause 3.13.1 of 
the Market Rules. In particular, clause 3.13.1 includes an availability cost determined in 
accordance with clause 9.9.2, to which two key inputs are the Margin_Peak and 
Margin_Off-Peak parameters. These parameters reflect the payment margin, in peak 
and off-peak Trading Intervals, that, when multiplied by the volume of reserve provided 
and MCAP, will compensate Verve Energy for energy sales foregone and losses in 
generator efficiency resulting from backing off generation to provide Spinning Reserve. 
As clause 3.11.8 implies that any independent providers will have lower costs than 
Verve Energy, it is assumed that they would be adequately compensated by the margin 
values determined to compensate Verve Energy. Note 
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With regard to the review of the margin values undertaken in 2009, McLennan 
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APPENDIX 2: PROPOSED AMENDING RULES IN THE RULE CHANGE 
PROPOSAL 
 

Verve Energy proposed the following amendments to the Market Rules in its Rule 

Change Proposal (deleted text, added text): 
 

3.13.3A For each Review Period, by 31 March of the year in which the Review Period 

commences, the The Economic Regulation Authority must annually determine 

values for the parameters Margin_Peak and Margin_Off-Peak, taking into 

account the Wholesale Market Objectives and in accordance with the 

following: 

(a) by 30 November of the each year prior to the start of the Review 

Period, the IMO must submit a proposal for the Review Period to the 

Economic Regulation Authority: 

i. for the reserve availability payment margin applying for Peak 

Trading Intervals, Margin_Peak, the IMO must take account of: 
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APPENDIX 3: ADDITIONAL AMENDMENTS MADE BY THE IMO FOLLOWING 
THE FIRST SUBMISSION PERIOD 
 

The IMO has made some amendments to the Amending Rules following its assessment 

of the first submission period responses. These changes are as follows (deleted text, 

added text): 

3.13.3A For each Financial Year, by 31 March of the year in which the Financial Year 

commences, the The Economic Regulation Authority must annually determine 

values for the parameters Margin_Peak and Margin_Off-Peak, taking into 

account the Wholesale Market Objectives and in accordance with the 

following: 

(a) by 30 November of the each year prior to the start of the Financial 

Year, the IMO must submit a proposal for the Financial Year to the 

Economic Regulation Authority: 

i. for the reserve availability payment margin applying for Peak 

Trading Intervals, Margin_Peak, the IMO must take account of: 

1. the margin the Electricity Generation Corporation could 

reasonably have been expected to earn on energy sales 

forgone due to the supply of Spinning Reserve during Peak 

Trading Intervals; 

2. the loss in efficiency of the Electricity Generation Corporation 

Registered Facilities that System Management has scheduled 

to provide Spinning Reserve during Peak Trading Intervals 

that could reasonably be expected due to the scheduling of 

those reserves; 

ii. for the reserve availability payment margin applying for Off-Peak 

Trading Intervals, Margin_Off-Peak, the IMO must take account of: 

1. the margin the Electricity Generation Corporation could 

reasonably have been expected to earn on energy sales 

forgone due to the supply of Spinning Reserve during Off-

Peak Trading Intervals; 

2. the loss in efficiency of the Electricity Generation Corporation 

Registered Facilities that System Management has scheduled 

to provide Spinning Reserve during Off-Peak Trading Intervals 

that could reasonably be expected due to the scheduling of 

those reserves; 

(b) the Economic Regulation Authority must undertake a public 

consultation process, which must include publishing an issues paper 

and issuing an invitation for public submissions. 

 


