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2. THE RULE CHANGE PROPOSAL 
 
2.1  Submission Details 
 

Name: Wendy Ng 
Phone:  

Fax: 94241818 



Public Domain 

RC_2010_01  Page 5 of 21 
 

3. FIRST SUBMISSION PERIOD 
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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 
recommendations of the Oates Review relative to the 
current Market Rules, including broader participation in the 
provision of Ancillary Services.  
 
Given the IMO has indicated that a full detailed design is 
to be finalised by mid-2010, and that drafting of Amending 
Rules is to take place between July 2010 and September 
2010, the amendments contemplated by this proposal 
appear both premature and unnecessary. 
 
This is even more so given that the ERA has only recently 
determined updated values for the coming Review Period. 
It appears unlikely that the amendments contemplated by 
this proposal would result in the ERA reviewing the values 
to apply for any year earlier than 2011/12. 

Market changes arising from the work of the Market Rules Development 
Team (Oates Review) may affect the way in which participants are 
compensated for Ancillary Services. However, the Amending Rules proposed 
by Verve Energy should be progressed as they are not in conflict with the 
initial conclusions of the Working Group.  
 
Additionally, as outlined in section 5.1 of the Draft Rule Change Report, the 
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3.3 Public Forums and Workshops 
 
No public forums or workshops were held in relation
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Clause  Submitter Comment/Change Requested IMO’s response 

All Alinta Where pricing mechanisms are allowed to operate to set 
prices at cost reflective levels, the market for such 
services must be contestable to ensure that the price 
reflects the economically efficient cost of these services. 

There is general agreement that a competitive market will be necessary to 
achieve greater economic efficiency in the provision of Ancillary Services. 
The IMO considers that the proposed amendments align with this goal. The 
proposal seeks to improve the accuracy of the margin values used to 
calculate availability prices for Ancillary Services by increasing the frequency 
of their review. The IMO considers that this will result in more cost-reflective 
availability prices for Ancillary Services, making them more attractive to 
potential additional providers of Ancillary Services. 
 
Further amendments are expected to address other issues regarding 
increased competition in the provision of Ancillary Services, and it is possible 
that these may eventually supersede the amendments in this Rule Change 
Proposal. However, even while Verve Energy remains the supplier of 
Spinning Reserve Ancillary Services, the provision of these services at a 
cost-reflective price will ensure the correct prices signals are provided to both 
Verve Energy (as the supplier) and end users.  

All Alinta The proposed amendments would not address any of the 
barriers to the broader provision of Ancillary Services that 
were identified by System Management’s expressions of 
interest (EOI) process for the provision of load following 
Ancillary Services. These impediments were as follows: 
1. Lack of certainty surrounding the pricing mechanism 
given linkage to MCAP, which is unknown at the time non-
Verve generators would be offering to provide the 
Ancillary Service. 
2. Requirement for non-Verve generators to offer to 
provide Ancillary Services at a discount to this unknown 
price. 
3. Upfront costs that would be incurred by some non-
Verve generators for installing generation control devices 
(and uncertainty about the ability to recover these costs). 
4. Physical and contractual ability of plant to at all times 
provide the minimum “blocks” of Ancillary Service 
specified in the EOI. 

The IMO acknowledges the issues listed by Alinta, and considers that they 
fall within the scope of work of the Market Rules Design Team (Oates 
Review) and the additional work proposed by System Management regarding 
the future procurement on Load Following and Spinning Reserve Ancillary 
Services (contained in the 16 June 2010 MAC meeting
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Clause  Submitter Comment/Change Requested IMO’s response 

from providers other than Verve. Alinta concludes that the 
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Clause  Submitter Comment/Change Requested IMO’s response 

All Alinta The increase in uncertainty generated by more frequent 
margin value reviews is likely to result in generators and 
retailers increasing the risk margin factored into wholesale 
and/or retail prices. That is, the available evidence 
suggests that RC_2010_01 will not minimise the long-term 
cost of electricity supplied to customers from the SWIS 
(Wholesale Market Objective (d)). 

While stability of Ancillary Services prices is desirable, this should not require 
Ancillary Service providers to provide their services at non cost-reflective 
prices. The IMO notes that the proposed annual review period for margin 
values is consistent with the review periods for other key pricing parameters 
in the WEM, for example the Energy Price Limits and Maximum Reserve 
Capacity Price. 
 
A final market design for the competitive provision of Ancillary Services is yet 
to be determined. This Rule Change Proposal may represent an initial step 
towards the eventual solution, in that cost-reflectivity is an important element 
of a competitive market. Alternatively, it may be a short-term measure that is 
superseded by the eventual solution. In either event, the IMO considers that 
the proposal is unlikely in itself to detrimentally affect the long-term cost of 
electricity supplied to customers from the SWIS. 
 

3.13.3A Synergy Synergy suggests the following clarification (added text, 
deleted text): 
 
3.13.3A For each Financial Year, by 31 March of the year 
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6.3 Additional amendments to the Amending Rules 
 
Following the closure of the second submission period, the IMO made some additional 
changes to the proposed Amending Rules, in response to a suggestion made by 
Synergy. The purpose of the changes is to further clarify the timing of the key dates  
(31 March and 30 November) in clause 3.13.3A in relation to a Financial Year. The 
additional amendments are contained in Appendix 4 of this report. 
 

7. THE IMO’S FINAL ASSESSMENT 
 
In preparing its Final Rule Change Report, the IMO must assess the Rule Change 
Proposal in light of clauses 2.4.2 and 2.4.3 of the Market Rules. 
 
Clause 2.4.2 outlines that the IMO “
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Further, the IMO considers that the Market Rules if amended would not only be 
consistent with the Wholesale Market Objectives but also allow the Market Rules to 
better address Wholesale Market Objectives (a) and (b): 
 
 

 
(a)  to promote the economically efficient, safe an
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3.13.3A For each Review Period Financial Year, by 31 March of the year in which the 

Review Period commences prior to the start of that Financial Year, the 

Economic Regulation Authority must 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 year prior to the start of the Review Period 

Financial Year, the IMO must submit a proposal for the Review Period 

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. 
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APPENDIX 3: ADDITIONAL AMENDMENTS MADE BY THE IMO FOLLOWING 
THE FIRST SUBMISSION PERIOD 

 
The IMO made some amendments to the Amending Rules following the first submission 
period, to clarify that the values for Margin_Peak and Margin_Off-Peak will be 
determined for each financial year. 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: 
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APPENDIX 4: ADDITIONAL AMENDMENTS MADE BY THE IMO FOLLOWING 
THE SECOND SUBMISSION PERIOD 

 
The IMO made additional amendments to the Amending Rules following the second 
submission period, to clarify the timing of the key dates (31 March and 30 November) in 
clause 3.13.3A in relation to a Financial Year. 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 prior to the start of that Financial Year, the Economic Regulation 

Authority must 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 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 IntervalsSp1.9894(i)14.2456(n)1.9894(g)1.989E40tPeak Trading


