ELECTRICITY INDUSTRY ACT 2004

ELECTRICITY INDUSTRY (WHOLESALE ELECTRICITY - MARKET)

REGULATIONS 2004
Wholesale Electricity Market Rules

IMO AMENDING RULES RC_2008_11 MADE ON 8 JULY 2008
These Amending Rules commence at 08.00am on 6 August 2008

The following clauses are amended (deleted-weording, new wording):

Clause 2.

2.26.1.

26.1

Where the IMO has proposed a revised value for the Maximum Reserve
Capacity Price in accordance with clause 4.16 or a change in the value of one or
more Energy Price Limits in accordance with clause 6.20, the Economic
Regulation Authority must:

(a) review the report provided by the IMO, including all submissions received
by the IMO in preparation of the report;

(b) make a decision as to whether or not to approve the revised value for the
Maximum Reserve Capacity Price or any value comprising the Energy
Price Limits;

(c) in making its decision, only consider:

i. whether the proposed revised value for the Maximum Reserve
Capacity Price or Energy Price Limit proposed by the IMO
reasonably reflects the application of the method and guiding
principles described in clauses 4.16 or 6.20 (as applicable);

ii. whether the IMO has carried out an adequate public consultation
process; and

(d) notify the IMO as to whether or not it has approved the revised value.

Clause 2.26.3

2.26.3.

The Economic Regulation Authority must review the methodology for setting the
Maximum Reserve Capacity Price and the Energy Price Limits not later than the
fifth anniversary of the first Reserve Capacity Cycle and, subsequently, not later
than the fifth anniversary of the completion of the preceding review under this
clause 2.26.3. A review must examine:

(a) the level of competition in the market;

(b) the level of market power being exercised and the potential for the
exercise of market power;

(c) the effectiveness of the methodology in curbing the use of market power;
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(d) historical Reserve Capacity Offers and the proportion of Reserve
Capacity Offers with prices equal to the Maximum Reserve Capacity
Price;

(e) historical STEM Bids and STEM Offers and the proportion of STEM Bids
and Offers with prices equal to the Energy Price Limits;

(f) the appropriateness of the parameters and methodology in clause 4.16
and Appendix4 the Market Procedure referred to in clause 4.16.3 for
recalculating the Maximum Reserve Capacity Price;

(9) the appropriateness of the parameters and methodology in clause 6.20
for recalculating the Energy Price Limits;

(h) the performance of Reserve Capacity Auctions, STEM Auctions and
Balancing in meeting the Wholesale Market Objectives; and

(i) other matters which the Economic Regulation Authority considers
relevant.

Clause 2.26.4

2.26.4.

The Economic Regulation Authority must provide a report to the Minister on the
review conducted under clause 2.26.3 to-the-Minister.

Clause 4.1.19

4.1.19.

the The IMO must commence a review of the Maximum Reserve Capacity Price
as required by clause 4.16.3 with the objective of completing the review,
including consideration of public submissions in relation to that review, so as to
allow a reasonable time for the Economic Regulation Authority to approve any
proposed change in value and for that value to be implemented prior to the date
and time specified in clause 4.1.4 that relates to the following Reserve Capacity
Cycle.

Clause 4.16.3

4.16.3

The IMO must develop a Market Procedure documenting the methodology it
uses and the process it follows in determining the Maximum Reserve Capacity
Price, and:

(a) the IMO and Market Participants must follow that documented Market
Procedure when conducting any review and consultations in accordance
with that Market Procedure and clause 4.16.6; and
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(b) the IMO must follow the documented Market Procedure to annually
review the value of the Maximum Reserve Capacity Price in accordance
with this clause 4.16 and in accordance with the timing requirements
specified in clause 4.1.19.

Clause 4.16.4

Clause 4.16.5

4.16.5. The IMO must propose a revised value for the Maximum Reserve Capacity
Price usmg the methodology descrlbed in Appenels(—4 the Market Procedure
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Clause 4.16.7

4.16.7.  After considering of the submissions on the draft report described in clause
4.16.6 the IMO must propose a final revised value for the Maximum Reserve
Capacity Price and submit-publish that value and its final report, including
submissions received on the draft report on the Market Web-Site to-the

Econemic Regulation-Authority-forapproval.

Clause 4.16.8

4.16.8. A proposed revised value for the Maximum Reserve Capacity Price becomes
the Maximum Reserve Capacity Price after:

{b)——the IMO has posted a notice on the Market Web Site of the new value of
the Maximum Reserve Capacity Price,

with effect from the time specified in the IMO’s notice.

Clause 4.16.9

4.16.9 At least once in every five year period, the IMO must review the Market
Procedure referred to in clause 4.16.3 and must undertake a public consultation
process in respect of the outcome of the review.

Clause 4.22.3
4.22.3  Special Reserve Capacity Price for Capacity Credits covered by a Long Term
Special Price Arrangement is:

() in the first Capacity Year of the Long Term Special Price Arrangement,
the Monthly Reserve Capacity Price applicable in the first Trading Month
of the term of the Long Term Special Price Arrangement; and

(b) in each subsequent Capacity Year of the Long Term Special Price
Arrangement, the price calculated in accordance with the following
formula:

P[t] = P[t-1] multiplied by the greater of

unity, and

(1 + ((CPI[t] — CPI[t-1]) / CPI[t-1])0-64)
for t>0
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Appendix 4

Where

t indicates the number of years that have elapsed since the
commencement of the Long Term Special Price Arrangement
where t has a value of 0 in the first Capacity Year and increases
by 1 for each subsequent Capacity Year;

P[0] is the Monthly Reserve Capacity Price applicable in the first
Trading Month of the term of the Long Term Special Price
Arrangement;

P[t] is the Special Reserve Capacity Price applicable for the tth
Capacity Year; and

CPI[t] is the weighted average of the Consumer Price Index All
Groups values for the eight Australian State and Territory capital
cities as determined by the Australian Bureau of Statistics for the
quarter_ending June 30 of the calendar year in which the tth
Capacity Year commences; and

CPI[t-1] is the weighted average of the Consumer Price Index All
Groups values for the eight Australian State and Territory capital
cities are determined by the Australian Bureau of Statistics for the
quarter ending on June 30 of the preceding calendar year.

Appendix 4: [Blank]-Maximum-Reserve-Capacity Price Methodology
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