Wholesale Electricity Market
Rule Change Discussion Paper

Change Proposal No: RC_2010_11
Received date: 15 October

Change requested by

Name: | Jacinda Papps

Phone: | (08) 9254 4353

Fax: | (08) 9254 4399

Email: | jacinda.papps@imowa.com.au

Organisation: | Independent Market Operator

Address: | Level 3, Governor Stirling Tower, 197 St Georges Terrace

Date submitted: | 15 October 2010

Urgency: | Standard Rule Change Process

Change Proposal title: | Removal of Network Control Services expression of interest and tender
process from the Market Rules

Market Rules affected: | Clauses 2.1.2,2.8.13, 2.17.1, 2.22.1, 2.37.6, 2.37.7, 2.37.8, 2.38.1,
2.38.2,2.38.3,2.38.4,2.38.5,5.1.1,5.1.2,5.1.3,5.1.4,5.2.1,5.2.2,
5.2.3,5.2.4,5.2.5,5.2.6,5.2.7,5.3.1,5.3.2,5.3.3, 5.3.4, 5.3.5, 5.3.6,
5.3.7,5.3.8,5.3.9,5.4.1,5.4.2,54.3,5.44,54.5,5.4.6,5.4.7,5.4.8,
5.49,5.4.10,5.4.11,5.4.12,5.4.13,5.4.14,5.5.1,5.5.2,5.5.3, 5.5.4,
5.6.1,5.6.2,5.6.3,5.7.1,5.7.2,5.8.1,5.8.2, 5.8.3, 5.8.4, 5.8.5, 5.8.6,
5.8.7,5.8.8,59.1,6.17.6,7.1.1,7.6.6,9.12.1,9.12.2,9.14.1, 9.14.2,
9.18.3, 9.24.3, the Glossary and Appendix 1 with the addition of new
clauses 5.2A.1,5.2A.2, 5.2A.3, 5.3A.1, 5.3A.2, 5.3A.3, 5.3A.4, 5.9.2,
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Introduction

Clause 2.5.1 of the Wholesale Electricity Market Rules (Market Rules) provides that any
person (including the Independent Market Operator (IMO)) may make a Rule Change
Proposal by submitting a completed Rule Change Proposal form to the IMO.

This Rule Change Proposal can be posted, faxed or emailed to:

Independent Market Operator

Attn: Manager Market Development and System Capacity
PO Box 7096

Cloisters Square, Perth, WA 6850

Fax: (08) 9254 4339
Email: market.development@imowa.com.au
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The IMO will assess the proposal and, within five Business Days of receiving this Rule
Change Proposal form, will notify you whether the Rule Change Proposal will be further
progressed.

In order for the proposal to be progressed, all fields below must be completed and the
proposal must explain how it will enable the Market Rules to better contribute to the
achievement of the wholesale electricity market objectives. The objectives of the market are:

(@) 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 Market Rule Change

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

Background

A Network Control Service (NCS) is a service provided by generation or Demand Side
Management (DSM) that can be a substitute for transmission or distribution network
upgrades. An NCS is provided under a Network Control Service Contract (NCSC).

Chapter 5 of the Wholesale Electricity Market Rules (Market Rules) currently outlines the
process for NCS procurement and how this service would be operated within the context of
the Wholesale Electricity Market (WEM). The chapter includes the Independent Market
Operator (IMO) tendering for NCS, contracting for NCS, how the service would be paid for
and related compliance and settlement issues.

An NCSC allows System Management to issue real time dispatch instructions to a Facility as
required to maintain system security and reliability. This is within the availability limits of the
contract. For its part, the Facility providing an NCS gets guaranteed minimum revenue and is
not precluded from operating in the energy market.
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The current Market Rules require that a Market Participant contracted to provide an NCS
must seek certification for Reserve Capacity for the relevant Facility. To the extent that such
a Facility is certified, it will be issued Capacity Credits and settled at the prevailing Reserve
Capacity price. The NCS payment for a Facility will be reduced by the value of Capacity
Credits held by the Facility. There is currently also no restriction on an NCS facility trading its
Capacity Credits bilaterally. To the extent this happens, its payment under the Reserve
Capacity Mechanism will be reduced.

The energy price that is associated with a Facility providing NCS would be used as the pay-
as-bid price in balancing whenever the service is called upon. Apart from the energy
payment, which is settled in balancing, the IMO recovers the cost of the payments made
under the NCS contract from the relevant Network Operator.

Late in 2009, the policy reasons for the original procurement framework were examined in
greater detail. As such, the Office of Energy presented an issues paper at the April 2010
Market Advisory Committee (MAC) meeting', which recommended that the IMO give
consideration to removing the requirement on the IMO to conduct the EOI and tender
processes. The MAC endorsed this concept.

Issue: IMO undertaking tender process

The Office of Energy issues paper noted that chapter 5 is triggered by the Network Operator
requesting that the IMO undertake an expression of interest (EOI) process for an NCS under
a requirement within the Access Code. No such requirement exists in the Access Code, so it
is considered that Chapter 5 could never be formally triggered under the requirements of the
Access Code.

The Office of Energy stated that it would appear that the original policy intent, in having the
IMO undertake an NCS process and then outlining how the costs are to be allocated,
reflected the vertically integrated nature of Western Power at the time of drafting. Since then,
Western Power has been disaggregated, with the networks business being separated from
generation and retail businesses and regulated under the Access Code.

The Office of Energy issues paper suggested that the need for an NCS instead of a more
expensive network enhancement solution would be considered under the Regulatory Test
requirements of Chapter 9 of the Access Code. The Regulatory Test only applies to major
enhancements, which are defined as exceeding the threshold capital costs of $15 million for
distribution and $30 million for transmission projects.

Therefore, the Office of Energy considered that in evaluating any NCS proposal, it would
need to be compared to network alternatives within a Regulatory Test environment. Also, the
Network Operator would want certainty from the ERA that any NCS costs that it bears can be
passed on to network users or potential users.

From the above, the Office of Energy recommended that an NCS, as an option to network
augmentation, is more efficiently and effectively addressed by Western Power under the
Access Code, with regulatory oversight by the ERA.

! www.imowa.com.au/Special_Meeting_No2
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Proposal:

The proposal is to remove the NCS EOI, tender and contracting processes from Chapter 5 of
the Market Rules. This will allow a Network Operator to undertake these processes under the
regulatory oversight of the ERA, in accordance with the provisions of the Access Code.

Issue: Potential cross subsidies from NCS energy payments

Under the current Market Rules, if System Management instructs a Market Participant to
increase output or reduce consumption under an NCSC then the Market Participant is paid
its contracted price for the energy dispatched. This can result in a cross subsidy from Market
Participants to the SWIS users benefitting from the NCS. The developers of the Market Rules
were probably aware of the cross subsidy, but may have considered it to be acceptable as
there was an assumption that the quantity of energy dispatched under NCSCs would be low.

However, recent investigations into network constraints in the Eastern Goldfields have raised
the possibility of large quantities of energy being dispatched under an NCSC. This could
potentially lead to cross subsidies in the order of millions of dollars per year.

If a generation Facility is dispatched by System Management under an NCSC, then (all else
being equal) one or more Facilities providing balancing services will reduce output
accordingly. The dispatch should have no impact on any other Market Participants. As a
result, the energy payment made to the NCS provider will be offset by payments made by
balancers. Under the current balancing regime the balancer is usually Verve Energy and so
the payments are priced at MCAP.

The situation is slightly different for an NSC provided by a DSM option, where an instruction
from System Management to reduce consumption actually reduces the net quantity of energy
generated. Assuming no other variations, one or more Facilities providing balancing services
would be expected to reduce output to compensate for the reduction in consumption.
However, in theory the dispatch would also leave one or more Market Customers with an
excess of energy over their Net Contract Positions, which would be sold into the market at
MCAP. Assuming an MCAP balancing price, any payments made by the balancing
generator(s) would be counteracted by payments made to Market Customers, leaving no
amount to offset the energy payment made to the NCS provider.

In order to prevent a cross subsidy, the market should pay an NCS provider no more than
the market balancing price for the energy generated in response to an NCS dispatch.

Proposal:

The IMO proposes to amend the Market Rules to change the energy price paid by the market
to NCS providers to:

e for NCS provided through generation, MCAP; and
e for NCS provided through DSM, zero.
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Overview of proposed process

The proposed amendments facilitate the operation of the NCS process within the broader
market processes. This process is outlined in the diagram below (at a high level) with the
Market processes indicated in yellow and the off-market processes are indicated in green.
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In order to achieve this a number of areas of the Market Rules need to be amended. An
explanation of the proposed amendments follows:

Clause/ Explanation of proposed amendments

Section

2.1.2 (e) Amend IMO role to remove the NCS EOI, Tender and Contract obligations.

2.8.13 Remove the reference to clauses 5.2.3, 5.2.7 and 5.5.1 from the list of protected
provisions as these are being removed from chapter 5 (see below).

2.17.1 Remove the reference to clauses 2.37.6, 2.37.7, 5.2.6, 5.2.7 and 5.3.6 from the list of
Reviewable Decisions as these decisions are being removed (see below). The IMO will
also request that the Office of Energy consider removing these from the Electricity
(Wholesale Electricity Market) Regulations.

2.22.1 Delete the reference to chapter 5 in this list of services provided by the IMO for the
purposes of the IMO’s budget.

2.37-2.38 Remove the references to Network Operator in the Credit Limit and Credit Support
arrangements as the NCS payment will be a contractual off-market payment. The IMO will
also amend the Market Procedure for determining Credit Limits to remove the reference
to NCS and Network Operators.

5.1 Amend NCS and NCS contract definitions. Remove clauses 5.1.3 and 5.1.4 as these are
related to the procurement process.

5.2, 5.3, 5.4, | Remove these sections in their entirety.

9.545.6 The IMO will also need to repeal the Market Procedure for the Procurement of Network
Control Services.

New 5.2A Add a new section: Registration and Certification. This is to ensure that a Market
Participant entering into an NCS contract is registered and applies for Certified Reserve
Capacity for the relevant facilities. These clauses are similar in their drafting to the current
clauses 5.4.12 and 5.4.13.

New 5.3A Add a new section: Information required from the Network Operator. This is to ensure that
the Network Operator provides:

¢ the IMO with the information it requires to settle the energy payments; and
e System Management with the information required to enable System
Management to dispatch the services.

5.7 e Delete clause 5.7.1 as this is covered by the new clause 5.3A.2.

e Amend clause 5.7.2 to refer to the information that the Network Operator provides
to System Management for Dispatch.
¢ No change to clause 5.7 .4.

5.8 Delete entire clause as this will now be an off-market contractual payment between the
Network Operator and the NCS Provider. Also the IMO will not be undertaking the
procurement process therefore will not need to invoice for its costs associated with this.

5.9.1 Amend clause 5.9.1 to remove the reference to the monthly NCS payment and prices for
NCS energy payments.

New 5.9.2 and | Add new clauses requiring the IMO to provide the relevant Network Operator with

5.9.3 information about a dispatch under an NCSC.
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Clause/ Explanation of proposed amendments

Section

6.17.6(d) Updated to explicitly exclude instructions made under an NCS contract to a Curtailable
Load (as these are covered in clause 6.17.6(e).

6.17.6(e) Amend the energy price for NCS dispatches to MCAP for generation contracts and zero
for DSM contracts. Note that no changes are anticipated to clauses 6.15.1, 6.17.2 and
6.18.3.

711 Updated to refer to the NCS contract data received from the Network Operator (rather
than the IMO) and update the clause reference.

7.6.6 Updated to refer to the NCS contract data received from the Network Operator.

9.12 Remove these clauses as this payment is now an off-market contractual payment.

9.14.1 Remove the reference to Market Participant Network Control Service settlement amount
(MPNCSA) as this input (from clause 9.12.1) is no longer required.

9.14.2 Remove this clause as the calculation is no longer required.

9.18.3 Remove the reference to NCS settlement in the non-STEM settlement statement as this
has been removed by deleting clause 9.12. This payment is now an off-market
contractual payment.

9.24.3 Remove the reference to “payments which the IMO is required to make under Network
Control Services” from the list of priority payments for settlement in default situations.

10.5.1(vD) Add a new clause requiring the IMO to publish reports providing the MWh quantities of
energy dispatched under NCSCs by Facility and Trading Interval, similar to those required
for Balancing Support Contracts under clause 10.5.1(vC).

Glossary e Credit Limit: Remove the sentence relating to Network Operators.

e Monthly Availability Payment: Remove this definition as this payment is now an
off-market contractual payment between a Network Operator and a Market
Participant contracted to provide an NCS.

e Network Control Service: No change to this definition.

e Network Control Service Certification: Remove this definition as the NCS
certification no longer applies. This was certification for the tender process.

e Network Control Service Contract: Amend to refer to a Network Operator and not
the IMO. Also remove the reference to a contract entered into pursuant to chapter
5.

e Prudential Obligations: Remove the reference to Network Operators.

Appendix  1: | Delete the references to the limits on the availability of a facility for NCS, the Monthly

Standing data

Availability Payment and the identity of the Network Operator required to fund the Monthly
Availability payment.

In addition to

the rule changes identified a number of Market Procedures may need

amendment. These are:

e Procurement of NCS;

e Prudential Requirements;

e Dispatch;
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e Operational Data Points for Generating Plant;

e Operational Data Points for Non Western Power Networks, Substations, and Loads;
e Certification of Reserve Capacity;

e Declaration of Bilateral Trades and Reserve Capacity Auction;

e Facility Registration, de-Registration and Transfer;

e Reserve Capacity Testing; and

e Settlement.

2. Explain the reason for the degree of urgency:

The IMO proposes that the Rule Change Proposal be progressed via the Standard Rule
Change Process.

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

2.1.2. The functions of the IMO are:

GContracts-[Blank]

2.8.13. The following clauses are Protected Provisions:
(a) clauses 1.1t01.3and 1.5t0 1.9 ;

(b) clauses 2.1 10 2.24, 2.28, 2.31.1, 2.31.3, 2.31.5(a), 2.31.6, 2.34.1 and
2.36.1;

(c) clauses 3.15, 3.18.18 and 3.18.19;

(d) clauses 4.1.41t04.1.12,4.1.15t04.1.19, 4.1.21, 4.1.22, 4.1.24, 41.27,
4.5.10,4.5.11,4.5.1510 4.5.20, 4.13.10, 4.13.10A, 4.13.11, 4.13.11A,
4.13.11B, 4.16, 4.24.1, 4.24.2 and 4.24.12;

(e) clauses 5:2.3,- 52 7and-5.5-4[Blank]
(f) clauses 9.16.3, 9.16.4 and 9.20.2; and
(9) clauses 10.1.1, 10.1.2, 10.2.1, 10.3 and 10.4.

2.17.1.  Decisions by the IMO made under the following clauses are Reviewable Decisions:
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2.22.1.

2.37.6.

2.37.7.

2.37.8.

2.38.1.

(h)

clauses 2.37.1 to 2.37.3;

{——~elause 2.376-and2.377+-[Blank]
() clause 4.9.9;

(k) clause 4.15.1;

Q) clause 4.27.7;

clause 4.28.7; and
clauses 5:2.6-and-5:2.7-[Blank]
clause-5-3-6;-and-[Blank]

clause 10.2.1.

For the purposes of this clause 2.22, the services provided by the IMO are:

(@)

(b)

market operation services, including the IMO’s operation of the Reserve
Capacity market, STEM and Balancing and the IMO'’s settlement and
information release functions;

system planning services, including the IMO’s performance of the Long

Term PASA function and-functions-under-Chapter5; and

market administration services, including the IMO’s performance of the
Market Rule change process, Market Procedure change process, the
operation of the Market Advisory Committee and other consultation,
monitoring, enforcement, audit, registration related functions and other
functions under these Market Rules.

The IMO must notify each Market Participant;-and-each-Network-Operatorrequired
to-fund-a-Network-Control-Service-Contract-of their Credit Limit, and provide

details of the basis for the determination of the Credit Limit.

Where at any time a Market Participant,-orNetwork-Operatorthatisrequired-to
fund-a-Network-Gontrol-Service-Contract; does not meet the Acceptable Credit
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2.38.3.

2.38.4.

2.38.5.
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Criteria set out in clause 2.38.6, then the Market Participant,-o-Network-Operator
required-to-fund-a-Network-Control-Service-Contraet-must ensure that the IMO

holds the benefit of Credit Support in an amount not less than its Credit Limit.

Where a Market Participant’s era-Network-Operator's existing Credit Support is
due to expire or terminate, then that Market Participant erNetwork-Operator must,
at least 10 Business Days before the time when the existing Credit Support will
expire or terminate, ensure that the IMO holds the benefit of a replacement Credit
Support in an amount not less than the level required under clause 2.38.1 that will
become effective at the expiry of the existing Credit Support.

Where a Market Participant’'s era-Network-Operator's Credit Limit is increased, or
where the existing Credit Support is no longer current or valid (for example,
because the credit support provider ceases to meet the Acceptable Credit Criteria)
or where some or all of the Credit Support has been drawn on by the IMO in
accordance with these Market Rules, then that Market Participant erNetweork
Operator-must ensure that the IMO holds the benefit of a replacement Credit
Support in an amount not less than the level required under clause 2.38.1 within
one Business Day.

The Credit Support for a Market Participant er-Network-Operator must be:
(a) an obligation in writing that:

i. is from a credit support provider, who must be an entity which meets
the Acceptable Credit Criteria and which itself is not a Market
Participant;

ii. is a guarantee or bank undertaking in a form prescribed by the IMO;

iil. is duly executed by the credit support provider and delivered
unconditionally to the IMO;

iv. constitutes valid and binding unsubordinated obligations to the
credit support provider to pay to the IMO amounts in accordance
with its terms which relate to obligations of the relevant Market

Participant erNetwork-Operator under the Market Rules; and

V. permits drawings or claims by the IMO to a stated amount; or

(b) a cash deposit (“Security Deposit’) made with the IMO by or on behalf of
the Market Participant er-Netweork-Operator.

Where Credit Support is provided as a Security Deposit in accordance with clause
2.38.4(b), it will accrue interest daily at the Bank Bill Rate, and the IMO must pay
the Market Participant er-Network-Operator the interest accumulated at the end of
each calendar month less any liabilities and expenses incurred by the IMO,
including bank fees and charges.
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For ease of reference a “clean” version of the proposed chapter 5 is contained in appendix 1
to this Rule Change Proposal.

5

Network Control Services Procurement

Network Control Service Fender-Process-and-Fimelines

5.1.

5.1.1.

5.2.

5.2.1.

Definitions and-Obligations
A Network Control Service is any-service-specitied—according-to—elause- 521 _a

service provided by distributed generation or demand side management that can
be a substitute for transmission or distribution network upgrades.

A Network Control Service Contract is a contract between-the MO a Network
Operator and a Market Participant for the Market Participant to provide a Network
Control Service.
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5.2.2.

5.2.3.
Service—[Blank]
5.2.4.
5.2.5.
5.2.6.
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5.2.7.

{by———~carry-outthe-tenderprocess-deseribed-in-clause-5-4—[Blank]

5.2A Registration and Certification

5.2A.1.  Where a Market Participant enters into a Network Control Service Contract for a
Facility, the Market Participant must ensure that the Facility is registered as a
Regqistered Facility during the period for which Network Control Services are to be
provided under the Network Control Service Contract.

5.2A.2  Where a Market Participant enters into a Network Control Service Contract for a
Facility then the Market Participant must apply to the IMO for Certified Reserve
Capacity in respect of the Facility, in respect of each Reserve Capacity Cycle that
the Facility would be eligible to participate in over the period for which Network
Control Services will be provided under the relevant Network Control Service
Contract.

5.3. Network-Control-Service Certification-[Blank]

5.3.1.

5.3.2.

5.3.3.
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5.3.4.

5.3.5.

5.3.6.

5.3.7.

5.3.8.

5.3.9.

5.3A Information required from the Network Operator

5.3A.1.  When a Network Operator has entered into a Network Control Service Contract

with a Market Participant, the Network Operator must as soon as practicable and

not less than 20 Business Days prior to a Network Control Service Contract taking

effect, provide the IMO with:

(a)

the identity of the Market Participant;

the identity of the Facility providing the service:

a unique identifier for the Network Control Service Contract:

the period over which the services are to be provided by the Network

Control Service Contract; and

whether the Network Control Service Contract requires that the Facility not

be part of an aggregated Facility.
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5.3A.2  When any change occurs to the details of a Network Control Service Contract
listed in clause 5.3A.1 the Network Operator must inform the IMO as soon as

practicable.

5.3A.3.  When a Network Operator has entered into a Network Control Service Contract
with a Market Participant, the Network Operator must provide System
Management with the details of the Network Control Services Contract to enable
System Management to dispatch the services provided under it.

5.3A.4 When any change occurs to the details of a Network Control Service Contract
provided to System Management under clause 5.3A.3 the Network Operator must
inform System Management as soon as practicable.

54— Network-Control- Service-tenders [Blank]

5.4.2.

5.4.3.
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5.4.5.
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5.4.6.

5.4.7

5.4.8.

5.4.9.

5.4.10.

5.4.11. i i letw i
Network Control Service Gontract. [Blank]

5.412.
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5-4- [Blank]
Network Control-Service Contracts[Blank]

5.5. Contract Conditions[Blank]

5.5.1.

5.5.2.

5.5.3.
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5.6.

5.6.1.
5.6.2.
5.6.3.
Network Control Service for a period. [Blank]
5.7. Network Control Service Dispatch
5.7.1.
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5.7.2. System Management may call upon the relevant Facility to provide services under
a Network Control Services Contract in accordance with the terms of the contract,
as advised to it by the Network Operator in accordance with clause 5.3A.3 and
amended in accordance with clause 5.3A.4.

Payments-and-Settlement Data
5.8. Network-Control Service-Contracts Payments-[Blank]
5.8.1.

5.8.2.

5.8.3.

5.8.4.

5.8.5.
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5.8.6.

amount: [Blank]

5.8.7.

5.8.8.

5.9. Settlement Data

5.9.1. The IMO must provide the following information to the settlement system:

(a)
(b) for each Network Control Service Contract energy payment:
1 I . i the N C | Service.C .
aceordance-with-clause-5-5-3(h);-and-[Blank]
ii. the Market Participant to which the payment will be made.

5.9.2. The IMO must provide Network Operators with details of any quantities dispatched
under their Network Control Service Contracts in a Trading Month by 5:00 PM on
the Invoicing Date for Non-STEM Settlement Statements for that Trading Month.

5.9.3 The information provided by the IMO to a Network Operator under clause 5.9.2

must include, for each relevant Facility and Trading Interval:

(a) the unique identifier of the Network Control Service Contract under which
the Dispatch Instruction was issued;

(b) the MWh quantity by which the Facility was instructed by System
Management to increase its output as specified by System Management in
accordance with clause 7.13.1(dB) (Loss Factor adjusted to the Reference
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6.17.6.

(€)
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Node) or reduce its consumption as specified by System Management in
accordance with clause 7.13.1(dB):

the per MWh price paid by the IMO for the quantity dispatched under the

(d)

Network Control Service Contract: and

the total amount paid by the IMO to the Market Participant for the quantity

dispatched under the Network Control Service Contract.

The Dispatch Instruction Payment, DIP(p,d,t), for Market Participant p and Trading
Interval t of Trading Day d equals the sum of:

(a)

(d)

zero, if Market Participant p:

the sum over all Curtailable Loads registered by the Market Participant of
the amount that is the product of:

i the quantity by which the Curtailable Load was instructed by System
Management to reduce its consumption, excluding any instructions
given under a Network Control Service Contract; and

ii. the price defined in clause 6.11A.1(d)(ii) that was current at the time
of the Trading Interval for the Curtailable Load (accounting for
whether the Trading Interval is a Peak Trading Interval or an Off-
Peak Trading Interval):; and

if the participant is given an instruction under a Network Control Service
Contract then the sum over all Network Control Service Contract fFacilities
registered by the Market Participant of the amount that is the product of:

i the quantity by which the fFacility was instructed by System
Management to increase its output as specified by System
Management in accordance with clause 7.13.1(dB) (where for the
purpose of this calculation a Loss Factor adjustment is to be applied
to the quantity specified by System Management so that the result is
measured at the Reference Node) or reduce its consumption as
specified by System Management in accordance with clause
7.13.1(dB); and

ii. the price defined as: as-applicable-undertherelevantNetwork
- | Service O tor the facili ifiod in ol

1. MCAP for Trading Interval t, if the Facility was instructed to
increase its output; or

2. zero, if the Facility was instructed to reduce its consumption.
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7.1.1. System Management must maintain the following data set, and must use this data
set when determining which Dispatch Instructions it will give:

(m)  Network Control Service Contract data, if any, received from the-tMO a
Network Operator in accordance with clauses 54+ 5.3A.3 and 5.3A.4.

7.6.6. System Management may issue Dispatch Instructions to Market Participants other
than the Electricity Generation Corporation:

(@) in accordance with any Ancillary Service Contract;
(b) in accordance with any Balancing Support Contract;

(c) in accordance with the details of any Network Control Service Contract, as
advised to System Management by a Network Operator in accordance with
clause 5.3A.3 or updated by a Network Operator in accordance with clause
5.2A.4;

(d) in connection with any test of equipment allowed under these Market Rules;
or

(e) under clause 7.6.3 or clause 7.6.4.

9.12. Network-Control-Service Calculations-fora Trading-Month-[Blank]

9.12.1.
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9.14.1.

9.14.2.

9.18.3.

9.24.3.

_ Dartici 's Registered Eacilitios. wi g
refers-to-a-member-of-that-set—[Blank]

The Net Monthly Non-STEM Settlement amount for the IMO to Market Participant
p for Trading Month m is:
NMNSSA(p,m) = RCSA(p,m) +Sum(d,BSA(p,d,t)) + ASSA(p,m)

+ COCSA(p,m) + RSA(p,m) + MPNGSA{p;m}—+ MPFSA(p,m)

Where NONSCA s defined-inclause-9-12.2.[Blank]

A Non-STEM Settlement Statement must contain the following information:

iX. details of amounts calculated for the Market Participant under
clauses 9.7 to 9.14 with respect to:
1. Reserve Capacity settlement;
2. Balancing settlement;
3. Ancillary Services settlement
4, Commitment and Outage Compensation settlement

4A.  Non-Compliance Cost settlement;

Reconciliation settlement;
Network-Control-Service-settlement;-and—[Blank]
Fee settlement; and

Net Monthly Non-STEM Settlement Amount;

© N o O

Notwithstanding anything else in these Market Rules, if at any time the total
amount received by the IMO from Rule Participants in cleared funds (“Total
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Amount”) is not sufficient to make the payments which the IMO is required to
make under these Market Rules (for example, as a result of default by one or more
Rule Participants), then the IMO’s liability to make those payments is limited to the
Total Amount. The IMO must apply the Total Amount as follows:

(@) first, the IMO must apply the Total Amount to satisfy:

i. payment of Revenue Requirement Settlement Amounts to the IMO,
System Management and the Economic Regulation Authority
(including as contemplated by clause 9.22.10);

ii. payments which the IMO is required to make under Supplementary
Capacity Contracts or to a provider of Ancillary Services holding an
Ancillary Service Contract with System Management; and

iii. . en hich-the IMO-is—te

Service-Contractsand-[Blank]

iv. funds required to be disgorged or repaid by the IMO as
contemplated by clause 9.24.2; and

10.5.1.  The IMO must set the class of confidentiality status for the following information
under clause 10.2.1, as Public and the IMO must make each item of information
available from the Market Web-Site after that item of information becomes
available to the IMO:

(vC) reports providing the MWh quantities of energy dispatched under Balancing
Support Contracts by Facility and Trading Interval, as specified by System
Management in accordance with clause 7.13.1(dA), for each Trading Month
which has been settled;

(vD)  reports providing the MWh quantities of energy dispatched under Network
Control Service Contracts by Facility and Trading Interval, as specified by
System Management in accordance with clause 7.13.1(dB), for each
Trading Month which has been settled;

Credit Limit: In respect of a Market Participant, the amount determined by the IMO in
accordance with clause 2.37.4. lnrespect-of-a-Network-Operator;-the-amount-determi
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Network Control Service Contract: A contract between the- MO a Network Operator and a

Market Participant-entered-into-pursuant-to-chapter5; to provide a Network Control Service.

Prudential Obligations: In respect of a Market Participant-erNetwork-Operater, the
obligations set out in clauses 2.37 to 2.43.

Appendix 1: Standing Data

This Appendix describes the Standing Data to be maintained by the IMO for use by the IMO
in market processes and by System Management in dispatch processes.

Standing Data required to_be provided as a pre-condition for Facility Registration, and which
is to be updated by Rule Participants as necessary, is described by clauses (a) to (j).

Standing Data not required to be provided as a pre-condition for Facility Registration but that
which is required to be maintained by the IMO includes the data described in clauses (k)
onwards.

(k) For each Registered Facility:

i. Network Control Service information including:

1. the identity of any Network Operator that has entered into a
Network Control Service Contract in relation to the
Facilitylimits-on-the-availability-of a-facility;

2. the unique identifier for any Network Control Service

Contract applicable to the Facility provided by a Network
Operator in accordance with clause 5.3A.1(c)the-Menthly

Availability D tor the facility: and

3. whether the Facility is subject to a Network Control Service
Contract that requires the Facility not to part of an

aggregated Facilitythe-identity-of the-Network-Operator
rod to fund the Monthlv Availability, B . and

iii. the Facility Dispatch Tolerance;

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

(a) to promote the economically efficient, safe and reliable production and supply of
electricity and electricity related services in the South West interconnected system.
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The IMO considers that the proposed amendments will promote the economically efficient
production and supply of electricity in the SWIS. The proposed amendments allow a Network
Operator to more effectively manage its own risk in contracting for NCSs. The amendments
also remove the potential energy payment cross subsidy from Market Participants to the
SWIS users benefitting from an NCS.

Additionally, the IMO considers that the amendments may be more efficient in facilitating the
procurement of NCSs (where required), which will assist in ensuring the reliable supply of
electricity.

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

Costs:
There may be some costs associated with:

e removing the settlement calculations from the Settlement Systems operated by
the IMO; and

e amending the relevant MPI elements from the IT Systems.

Benefits: Allowing a Network Operator to manage its own risks regarding contracting for an
NCS, and removal of a potential cross subsidy relating to energy payments for NCSs.
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Appendix 1: Clean version of Chapter 5

5 Network Control Services
Network Control Service Process
5.1. Definitions

5.1.1. A Network Control Service is a service provided by distributed generation or
demand side management that can be a substitute for transmission or distribution
network upgrades.

5.1.2. A Network Control Service Contract is a contract between a Network Operator and
a Market Participant for the Market Participant to provide a Network Control
Service.

5.2 [Blank]

5.2A Registration and Certification

5.2A.1.  Where a Market Participant enters into a Network Control Service Contract for a
Facility, the Market Participant must ensure that the Facility is registered as a
Registered Facility during the period for which Network Control Services are to be
provided under the Network Control Service Contract.

5.2A.2  Where a Market Participant enters into a Network Control Service Contract for a
Facility then the Market Participant must apply to the IMO for Certified Reserve
Capacity in respect of the Facility, in respect of each Reserve Capacity Cycle that
the Facility would be eligible to participate in over the period for which Network
Control Services will be provided under the relevant Network Control Service

Contract.
5.3 [Blank]
5.3A Information required from the Network Operator

5.3A.1. When a Network Operator has entered into a Network Control Service Contract
with a Market Participant, the Network Operator must as soon as practicable and
not less than 20 Business Days prior to a Network Control Service Contract taking
effect, provide the IMO with:

(@) the identity of the Market Participant;
(b) the identity of the Facility providing the service;

(c) a unique identifier for the Network Control Service Contract;
(d)

d the period over which the services are to be provided by the Network

Control Service Contract; and
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5.3A.2

5.3A.8.

5.3A4

5.4

5.5

5.6

5.7.

5.7.1

5.7.2.

imor |l

(e) whether the Network Control Service Contract requires that the Facility not
be part of an aggregated Facility.

When any change occurs to the details of a Network Control Service Contract
listed in clause 5.3A.1 the Network Operator must inform the IMO as soon as
practicable.

When a Network Operator has entered into a Network Control Service Contract
with a Market Participant, the Network Operator must provide System
Management with the details of the Network Control Services Contract to enable
System Management to dispatch the services provided under it.

When any change occurs to the details of a Network Control Service Contract
provided to System Management under clause 5.3A.3 the Network Operator must
inform System Management as soon as practicable.

[Blank]
[Blank]
[Blank]
Network Control Service Dispatch
[Blank]

System Management may call upon the relevant Facility to provide services under
a Network Control Services Contract in accordance with the terms of the contract,
as advised to it by the Network Operator in accordance with clause 5.3A.3 and
amended in accordance with clause 5.3A.4.

Settlement Data

5.8

5.9.

5.9.1.

[Blank]

Settlement Data

The IMO must provide the following information to the settlement system:
(a) [Blank]
(b) for each Network Control Service Contract energy payment:

i. [Blank]

ii. the Market Participant to which the payment will be made.
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5.9.2. The IMO must provide Network Operators with details of any quantities dispatched
under their Network Control Service Contracts in a Trading Month by 5:00 PM on
the Invoicing Date for Non-STEM Settlement Statements for that Trading Month.

5.9.3 The information provided by the IMO to a Network Operator under clause 5.9.2
must include, for each relevant Facility and Trading Interval:

(@) the unique identifier of the Network Control Service Contract under which
the Dispatch Instruction was issued;

(b) the MWh quantity by which the Facility was instructed by System
Management to increase its output as specified by System Management in
accordance with clause 7.13.1(dB) (Loss Factor adjusted to the Reference
Node) or reduce its consumption as specified by System Management in
accordance with clause 7.13.1(dB);

(c) the per MWh price paid by the IMO for the quantity dispatched under the
Network Control Service Contract; and

(d) the total amount paid by the IMO to the Market Participant for the quantity
dispatched under the Network Control Service Contract.

Agenda Item 5b, appendix 1 — PRC_2010_11 Pre Rule Change Discussion Paper



