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Executive Summary

Proposed amendments

Section 2.27 of the Market Rules outlines the requirements for the determination of Loss Factors in
the Wholesale Electricity Market (WEM). The IMO has identified a number of discrepancies
between section 2.27, the Market Procedure for Determining Loss Factors (Loss Factor
Procedure) and the practice that has formed over the past five years in the WEM. The IMO’s Rule
Change Proposal seeks to resolve these discrepancies in a way that promotes the efficiency and
transparency of the Loss Factor determination process.

The IMO proposes to amend the Loss Factor Procedure in conjunction with this Rule Change
Proposal. The proposed amendments to the Market Rules and the Loss Factor Procedure are
consistent with current practice in the WEM, with the exception of a refinement to the methodology
used to calculate the Distribution Loss Factor for the Notional Wholesale Meter and a minor
change to the analysis period used for Transmission Loss Factor calculation in the Loss Factor
Procedure.

Consultation

The proposed Amending Rules and the related proposed amendments to the Loss Factor
Procedure were developed in consultation with Western Power.

A Pre Rule Change Proposal was discussed by the Market Advisory Committee (MAC) at its
12 September 2012 meeting. During the discussion MAC members requested that the IMO
undertake a preliminary impact assessment of the proposed change to the methodology for
calculating the Distribution Loss Factor for the Notional Wholesale Meter. Following the
presentation of the requested impact assessment at the 14 November 2012 MAC meeting, MAC
members supported the progression of the proposal into the formal rule change process.

The proposed amendments to the Loss Factor Procedure were presented to the IMO Procedure
Change and Development Working Group at its 27 November 2012 meeting. In response to
feedback from the Working Group the IMO has proposed a number of minor enhancements to the
Amending Rules, to improve the Loss Factor reassessment process and allow the IMO to request
assistance from a Network Operator to undertake a review of the effectiveness of the Loss Factor
calculation processes.

The Rule Change Proposal was submitted on 20 November 2012 and the first submission period
was held between 21 November 2012 and 25 January 2013. Submissions were received from
Community Electricity, Perth Energy, Synergy, System Management, Verve Energy and Western
Power. All submitting parties supported the proposal. Synergy, Verve Energy and Western Power
suggested some minor amendments to the Amending Rules, which have been adopted by the IMO
where appropriate.

Assessment against Wholesale Market Objectives

The IMO considers that the proposed amendments promote Wholesale Market Objective (a) and
are consistent with the other Wholesale Market Objectives.
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Practicality and cost of implementation
The IMO has identified no significant costs or practicality issues with the Rule Change Proposal.
The IMO’s proposed decision

The IMQO’s proposed decision is to accept the Rule Change Proposal as modified following the first
submission period.

Next steps

The IMO now invites interested stakeholders to make submissions on this Draft Rule Change
Report by 5:00 pm on Tuesday, 16 April 2013.
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1. Rule Change Process and Timetable

On 20 November 2012 the IMO submitted a Rule Change Proposal regarding amendments to
section 2.27, clause 9.3.4A and the Glossary of the Wholesale Electricity Market Rules (Market
Rules).

This proposal is being processed using the Standard Rule Change Process, described in section
2.7 of the Market Rules. In accordance with clause 2.5.10 of the Market Rules, the IMO decided to
extend the timeframes for the first submission period and for the preparation of the Draft Rule
Change Report. Further details of the extensions are available on the Market Web Site.

The key dates in processing this Rule Change Proposal, as amended in the extension notices, are:

We are here Provisional
Commencement
.. 20 May 2013

Timeline for this Rule Change

I l LT

20 Nov 2012 25 Jan 2013 15 Mar 2013 16 Apr 2013 15 May 2013
Notice published End of first Draft Rule End of second Final Rule
submission Change Report submission Change Report
period published period published

Please note that the commencement date is provisional and may be subject to change in the Final
Rule Change Report.

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 on Tuesday, 16 April 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:
market.development@imowa.com.au

Submissions may also be sent to the IMO by fax or post, addressed to:
Independent Market Operator

Attn: Group Manager, Development & Capacity

PO Box 7096

Cloisters Square, PERTH, WA 6850
Fax: (08) 9254 4399

3. Proposed Amendments
3.1. The Rule Change Proposal

Section 2.27 of the Market Rules outlines the requirements for the determination of Loss Factors in
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the Wholesale Electricity Market (WEM). The IMO has identified a number of discrepancies
between section 2.27, the Market Procedure for Determining Loss Factors (Loss Factor
Procedure) and the practice that has formed over the past five years in the WEM. The IMO’s Rule
Change Proposal, which was developed in consultation with Western Power, seeks to resolve
these discrepancies in a way that promotes the efficiency and transparency of the Loss Factor
determination process.

In conjunction with this Rule Change Proposal, the IMO proposes to progress a Procedure Change
Proposal to amend the Loss Factor Procedure. The proposed amendments to the Market Rules
and the Loss Factor Procedure are consistent with current practice in the WEM, with the exception
of a proposed refinement to the methodology used to calculate the Distribution Loss Factor for the
Notional Wholesale Meter (to exclude consideration of interval metered connection points) and a
minor change to the analysis period used for Transmission Loss Factor calculation in the Loss
Factor Procedure.

In summary, the proposed amendments include:

e amendments to clarify how Loss Factors are provided to the IMO and Market Participants
and how frequently the Loss Factor for a particular connection point may change;

o the following amendments to the Loss Factor requirements for Non-Dispatchable Loads:

O an increase to the minimum peak consumption level for which a specific Loss Factor
must be calclulated, from 1000 kVA to 7000 kVA,;

0 removal of the requirement for all Non-Dispatchable Loads under 1000 kVA peak
consumption to have the same Loss Factor;

0 clarification that connection points (and in particular Non-Dispatchable Loads) are
assigned to Transmission and Distribution Loss Factor Classes according to a
classification system prescribed for each Network Operator in the Loss Factor
Procedure, and that the classification is based on characteristics indicative of the
expected transmission or distribution losses for a connection point;

0 clarification of the requirements for the Transmission and Distribution Loss Factors for
the Notional Wholesale Meter, where:

0 the Transmission Loss Factor represents system wide average marginal losses
over Western Power’s transmission system (consistent with current practice);
and

0 the Distribution Loss Factor represents the average losses incurred over
Western Power’s distribution system by Non-Dispatchable Loads not equipped
with an interval meter (this seeks to improve on the current practice, where the
calculation considers average losses over all connection points, not just the
basic and unmetered Loads that are settled as part of the Notional Wholesale
Meter);

e removal of the requirement for Network Operators to provide Loss Factors for
Non-Dispatchable Loads without interval meters;
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o clarification of the differences between Transmission and Distribution Loss Factors;

o clarification that there is only one Notional Wholesale Meter and that Western Power is
responsible for determining the Loss Factors to apply to the Notional Wholesale Meter;

e minor amendments to the clause providing the heads of power for the Loss Factor
Procedure, to amend the procedure name, remove redundant obligations and emphasise
the involvement of Network Operators in developing the procedure; and

e a number of minor typographical corrections to improve the integrity of section 2.27.

For full details of the Rule Change Proposal please refer to the Market Web Site:
http://www.imowa.com.au/RC 2012 07.

3.2.  The IMO's Initial Assessment of the Rule Change Proposal

The IMO decided to progress the Rule Change Proposal on the basis that interested parties should
be given an opportunity to provide submissions as part of the rule change process.

4. Consultation
4.1. The Market Advisory Committee

The Pre Rule Change Proposal was discussed at the Market Advisory Committee (MAC) at its
12 September 2012 and 14 November 2012 meetings.

12 September 2012 meeting

The MAC discussed the Pre Rule Change Proposal and a preliminary draft of the proposed
amended Loss Factor Procedure. Ms Jenny Laidlaw noted that the IMO also intended to present
the Loss Factor Procedure to the IMO Procedure Change and Development Working Group
(IMOPWG) for discussion. In response to questions from MAC members, Ms Laidlaw confirmed
that:

o the proposed amendments allow changes to a connection point’s Loss Factor to be made if
the Transmission or Distribution Loss Factor Class to which it is assigned changes during
the year, for example due to a change in the relevant network tariff;

e Loss Factors are provided to the IMO by 1 June each year based on historical information
for the year ending the previous 31 March - for example, the Loss Factors applicable from
1 July 2012 were calculated using historical information for the period from 1 April 2011 to
31 March 2012 (note: since this meeting Western Power has advised that the analysis
period used for Distribution Loss Factor calculation is the previous calendar year, and has
also proposed an analysis period ending in February for the calculation of Transmission
Loss Factors);

e anindividual Loss Factor will be determined for a Load with peak consumption greater than
1000 kVA if it is more than 10 km from its substation, and in these cases the Market
Participant is not required to pay for the determination; and

o the definition of “interval meter” from the Metering Code had been adopted.
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The following points were discussed.

Mr Stephen MaclLean clarified that Synergy has to pay for all Loss Factor determinations
that it requests. Ms Laidlaw confirmed that the IMO was proposing to reflect in the Market
Rules the requirements currently outlined in the Loss Factor Procedure and noted that to
calculate an individual Loss Factor for each load between 1000 kVA and 7000 kVA peak
consumption would be inefficient.

Mr Ben Tan queried whether there is a set cost of determining a Loss Factor for a
connection point or whether it varies depending on the connection point. Mr Matt Veryard
confirmed that it costs between $1500 and $2000 for Western Power to determine an
individual Loss Factor.

Ms Laidlaw noted that the IMO had not yet undertaken an impact assessment of the
changes. However, the changes would result in a likely increase to the Loss Factor for the
Notional Wholesale Meter which would result in a reduction in its IRCR allocation. Mr
Shane Cremin considered that prior to formal submission of PRC 2012 07 it would be
advisable to undertake the impact assessment to allow the MAC to make an informed
decision on the proposed changes.

Mr Geoff Gaston queried whether there had been any thought as to whether Synergy would
remain being the only Market Customer supplying the Notional Wholesale Meter. Ms
Laidlaw confirmed that the settlement arrangements in the Market Rules did not
contemplate more than one Notional Wholesale Meter. The Chair stated that much wider
changes to other regulatory instruments would be required to accommodate such a change
in practice.

Mr Gaston stated a preference that when preparing revised drafting the IMO maintain
“[Blanks]” in the rule book to indicate historical changes. Ms Laidlaw responded that a
balance of history and ease of reading was required when modifying the Market Rules and
that the IMO considered which drafting approach would be appropriate on a case by case
basis.

The IMO agreed to undertake a preliminary impact assessment of PRC 2012 07, including
considering the impact of the proposed changes on the Statement of Opportunities, and present
the results back to the MAC.

14 November 2012 meeting

Ms Laidlaw presented a preliminary impact assessment for the proposed change to the
methodology for calculating the Distribution Loss Factor for the Notional Wholesale Meter. A copy
of the presentation is available in Appendix 1.

Ms Laidlaw indicated that the IMO intended to take the Procedure Change Proposal to the
IMOPWG meeting scheduled for 27 November 2012. The MAC agreed to the progression of
PRC_2012 07 into the formal rule change process.

Further details are available in the MAC meeting minutes available on the Market Web Site:
http://www.imowa.com.au/MAC.

4.2.

]

The IMO Procedure Change and Development Working Group
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The IMO's proposed amendments to the Loss Factor Procedure were discussed by the IMOPWG
at its 27 November 2012 meeting. The Working Group agreed for the IMO to make a number of
minor changes to the procedure and consider options around some additional changes. Of these
changes, the following have an impact on the proposed Amending Rules for RC_2012_07.

e The IMO was requested to confirm what (if any) market information, for example Standing
Data or Standing STEM Submissions, a Market Participant might need to update to reflect
changes to its Facilities’ Loss Factors, and to update step 2.2.2(c) of the procedure
accordingly. Any update would also need to be reflected in the related clause 2.27.9 of the
Market Rules.

e The IMO was requested to consider an enhancement to the process for a Market
Participant seeking a reassessment of a Transmission or Distribution Loss Factor. The
suggested change places an obligation on the IMO to provide the Market Participant with
an indication of the costs of an audit and obtain the Market Participant's agreement before
proceeding with the audit.

e The Working Group agreed to the inclusion of provisions allowing the IMO to undertake a
review of a Network Operator's models, internal procedures and business processes for
calculating Loss Factors. The IMO was requested to consider whether any further
amendments to the proposed Amending Rules for RC_2012 07 would be required to
support this.

Further details are available in the MAC meeting minutes available on the Market Web Site:
http://www.imowa.com.au/IMO-Procedures-Working-Group.

4.3. Submissions received during the first submission period

The first submission period for this Rule Change Proposal was between 21 November 2012 and
25 January 2013. Submissions were received from Community Electricity, Perth Energy, Synergy,
System Management, Verve Energy and Western Power.

All submitting parties supported the Rule Change Proposal. Community Electricity and Perth
Energy expressed specific support for the alignment of the Market Rules with current practice, with
Perth Energy further recommending that a page turn review of the Market Rules be undertaken to
identify any other remaining discrepancies between the Market Rules, Market Procedures and
“common practice”. Perth Energy and Synergy expressed specific support for the proposed
changes to the calculation of the Distribution Loss Factor for the Notional Wholesale Meter.

System Management sought clarification on some aspects of the Loss Factor processes, while
Synergy and Verve Energy suggested a number of minor amendments to the drafting of the
proposed Amending Rules. Western Power noted its involvement in the development of the Rule
Change Proposal and suggested an additional minor enhancement to the drafting, to clarify the
methodology for determination of the Transmission Loss Factor for the Notional Wholesale Meter.

The assessment by submitting parties as to whether the proposal would better achieve the
Wholesale Market Objectives is summarised below:

Submitter Wholesale Market Objective Assessment

Community Electricity | Consistent with all the Wholesale Market Objectives
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Submitter Wholesale Market Objective Assessment ‘
and improves the integrity of the Market Rules.

Perth Energy A positive impact on the economic efficiency
component of Wholesale Market Objective (a). No
impacts on the other Wholesale Market Objectives
identified.

Synergy Will better achieve Wholesale Market Objective (a).

System Management | Believes that the Rule Change Proposal assertion
that Wholesale Market Obijective (a) is better
achieved is reasonable.

Verve Energy Promotes Wholesale Market Objective (a) and may
promote Wholesale Market Objective (d); consistent
with the remaining Wholesale Market Objectives.

Western Power Consistent with all of the Wholesale Market
Objectives and improves the clarity and integrity of
the Market Rules.

A copy of all submissions in full received during the first submission period is available on the
Market Web Site: http://www.imowa.com.au/RC_2012_07.

4.4. The IMO’s response to submissions received during the first submission period

The IMQ's response to each of the issues identified during the first submission period is presented
in Appendix 2 of this Draft Rule Change Report.

4.5. Public Forums and Workshops

No public forums or workshops were held with regard to this Rule Change Proposal.

5. The IMO’s Draft Assessment

In preparing its Draft 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 “must not make Amending Rules unless it is satisfied that the
Market Rules, as proposed to be amended or replaced, are consistent with the Wholesale Market
Objectives”.

Additionally, clause 2.4.3 states, when deciding whether to make Amending Rules, the IMO must
have regard to the following:

e any applicable policy direction from the Minister regarding the development of the market;
o the practicality and cost of implementing the proposal;

e the views expressed in submissions and by the MAC; and
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e any technical studies that the IMO considers necessary to assist in assessing the Rule
Change Proposal.

The IMO notes that there has not been any applicable policy direction from the Minister or any
technical studies commissioned in respect of this Rule Change Proposal. A summary of the views
expressed in submissions and by the MAC is available in section 4 of this report.

The IMO’s assessment is outlined in the following sub-sections.
5.1. Additional Amendments to the proposed Amending Rules

Following the first public submission period the IMO has made some additional changes to the
proposed Amending Rules to:

o reflect suggestions received during the first submission period;

e incorporate a number of minor and typographical amendments to improve the overall
integrity of the Amending Rules;

e clarify (in clause 2.27.9) that the data that may require review when Loss Factors are
updated includes a number of submissions, standing submissions and forecasts provided
by both Market Participants and System Management;

e enhance the reassessment process outlined in clause 2.27.15 as requested by the
IMOPWG, so that the IMO must provide a Market Participant seeking a reassessment of a
Loss Factor with an indication of the costs of an audit and obtain the Market Participant’s
agreement before proceeding with the audit;

o defer some of the administrative detail around the reassessment process to the Loss
Factor Procedure;

o specify who is required to pay for the costs of an audit, consistent with the arrangements
detailed in the current Loss Factor Procedure; and

o allow the IMO at any time to review the effectiveness of the processes used by a Network
Operator for Loss Factor calculation in meeting the Wholesale Market Obijectives, and
require Network Operators to assist the IMO with such a review by providing any relevant
information requested. This provision has been included following discussion of the Loss
Factor Procedure by the IMOPWG, and is intended to replace the excessive documentation
obligations on Network Operators in the current Loss Factor Procedure with a less onerous
and more appropriately targeted requirement.

The changes the IMO made to the Amending Rules presented in the Rule Change Proposal are
outlined in detail in Appendix 3 of this report.

5.2. Wholesale Market Objectives

The IMO considers that the Market Rules as a whole, if amended as presented in section 7, will
not only be consistent with the Wholesale Market Objectives but also allow the Market Rules to
better Wholesale Market Objective (a).
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The IMO’s assessment is presented below:

(@) to promote the economically efficient, safe and reliable production and supply of electricity
and electricity related services in the South West interconnected system:

The IMO considers that the proposed amendments will support a more accurate allocation of
system losses, firstly by allowing multiple Loss Factor Classes to be defined for Non-Dispatchable
Loads with less than 1000 kVA peak consumption, and secondly by refining the requirements for
the Notional Wholesale Meter’s Distribution Loss Factor.

The amendments also reduce unnecessary demands on Network Operators, by removing the
requirement to determine Loss Factors for each non-interval metered Load and to calculate a
specific Loss Factor for each Non-Dispatchable Load between 1000 kVA and 7000 kVA peak
consumption, and by replacing the current excessive requirements relating to the provision of
documentation in the Loss Factor Procedure with a less onerous and more appropriately targeted
requirement.

As such the IMO considers that the proposed amendments promote the economically efficient
production and supply of electricity in the South West interconnected system.

5.3. Practicality and cost of implementation

5.3.1. Cost:

No additional IMO costs to implement the proposed changes have been identified. As mentioned
previously, the IMO is proposing to amend the Loss Factor Procedure in conjunction with this Rule
Change Proposal, and will also need to amend its internal Loss Factor procedure. However, the
costs of these changes fall within the IMO’s normal operating budget.

In its submission, Western Power noted that with the exception of the change to the methodology
for calculating the Distribution Loss Factor for the Notional Wholesale Meter it will not need any
significant changes to existing systems or processes or incur any significant costs to implement
this Rule Change. Western Power considered that the change to the calculation of the Notional
Wholesale Meter is relatively straightforward and can be readily implemented in the existing model.

No costs associated with implementing the proposed changes were identified by other Rule
Participants.

5.3.2. Practicality:

The IMO does not consider that there are any issues with the practicality of implementation of the
proposed changes.

6. The IMO’s Proposed Decision

The IMO’s proposed decision is to accept the Rule Change Proposal as modified by the
amendments outlined in section 5.1 and specified in Appendix 3 of this report.

6.1. Reasons for the decision

The IMO made its proposed decision on the basis that the Amending Rules:

?me Draft Rule Change Report:
RC_2012_07 Page 12 of 32



« will allow the Market Rules to better achieve Wholesale Market Objective (a);

e are consistent with the remaining Wholesale Market Objectives;

e promote consistency between the Market Rules and the Loss Factor Procedure;

o have the support of the MAC; and

e are supported by all the submissions received during the first submission period.
6.2. Proposed Commencement details

The Amending Rules are proposed to commence at 8:00 am on 20 May 2013.
7. Proposed Amending Rules
The IMO proposes to implement the following Amending Rules (deleted-text, added text):

2.27.1. Byl JuneofeachyearNetwork Operators must, in accordance with this section 2.27,
calculate and provide to the IMO Loss Factors for;

(a) each connection point in their Networks at which any of the following is
connected:

i a Scheduled Generator;

ii. a Non-Scheduled Generator;

iii. an Interruptible Load:;

iv. a Dispatchable Load; or

V. a Non-Dispatchable Load equipped with an interval meter; and

(b) in the case of Western Power, the Notional Wholesale Meter.

2.27.23A. A Market Participant may request, during the process of obtaining a relevant
Arrangement for Access, that the relevant Network Operator determine and provide to

the IMO; Loss Factors to apply to a-facility-era-Non-Dispatchable-Load Facility where
there are no Loss Factors applying to the connection point at which the-facility-orthe

Non-Dispatchable-Load _Facility will be connected.
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2.27.3.

Loss Factors must reflect transmission and distribution losses and each Loss Factor

must be expressed as the product of a Transmission Loss Factor and a Distribution Loss
Factor.

2.27.4. Subject to clause 2.27.5(d), for each Network Operator the IMO must, in consultation
with that Network Operator, develop a classification system to assign each of the
connection points in the Network Operator’s Network identified under clause 2.27.1(a) to
a Transmission Loss Factor Class and a Distribution Loss Factor Class, where:

(a) the assignment of a connection point to a Loss Factor Class is based on
characteristics indicative of the expected transmission or distribution system
losses (as applicable) for the connection point;

(b) each connection point in a Loss Factor Class is assigned the same Transmission
Loss Factor or Distribution Loss Factor (as applicable); and

(c) connection points on the transmission system are assigned to a Distribution Loss
Factor Class with a Distribution Loss Factor equal to one.

2.27.52. In calculating Loss Factors, Network Operators must apply the following principles:

(ba) Transmission Loss Factors must notionally represent the marginal transmission
system losses for a connection point relative to the Reference Node, averaged
over all Trading Intervals in a year, weighted by the absolute value of the net
demand at that connection point during the Trading Interval;

(b) Distribution Loss Factors must notionally represent the average distribution
system losses for a connection point over a year;

(c) Loss Factors must be calculated using:

i generation and load meter data from the preceding 12 months; or

HAii.  for a new-facility-or-a-Non-Dispatchable-Loead Facility, any other relevant
data provided to the Network Operator by the Market Participant and as
agreed with the Network Operator and the IMO;; and

iii. for Transmission Loss Factors, an appropriate network load flow software
package; and

(ed) a specific Loss Factor must be calculated for each:

i Scheduled Generator;
ii. Non-Scheduled Generator;
[ K

[+]

Draft Rule Change Report:

iImo

RC_2012_07 Page 14 of 32



2.27.2A6.

2.27.371.

2.27.3A8.

2.27.3B9.

]

iImo

. Interruptible Load;
iv. Dispatchable Load; and

Vi, Non-Dispatchable Load above-1000kMA 7000 kVA peak consumption;
(fe)

i a Transmission Loss Factor Class that represents system wide average
marginal losses over Western Power’s transmission system; and

ii. a Distribution Loss Factor Class that represents the average losses
incurred over Western Power's distribution system by Non-Dispatchable
Loads not equipped with an interval meter; and

(f) the Transmission Loss Factors calculated for each Transmission Loss Factor
Class and the Distribution Loss Factors calculated for each Distribution Loss
Factor Class are static, and apply to each connection point in the relevant Loss
Factor Class until the time published by the IMO under clause 2.27.8 for the
application of an updated Transmission Loss Factor or Distribution Loss Factor to
that Loss Factor Class.

apphr=Each year by 1 June each Network Operator must, in accordance with the Market

Procedure for Determining Loss Factors, recalculate the Loss Factors for its connection
points and provide the IMO with updated Transmission Loss Factors and Distribution
Loss Factors (as applicable) for each Loss Factor Class in the Network Operator’s
classification system.

The IMO must publish the-Less-Facters Transmission Loss Factors and Distribution
Loss Factors provided by a Network Operator in accordance with clause 2.27.6 within
two Business Days as-seon-as-practicable-after receiving them-from-all-Network
Operators.

Onee-al-When Transmission Loss Factors and Distribution Loss Factors are published
in accordance with clause-2.2%3 2.27.7 or where one or more Transmission Loss
Factors or Distribution Loss Factors are changed in accordance with clauses-2.2%4(e)}
2.27.15(e) or-2:2%-52.27.16 the IMO must publish the time from which the-LessFaector
or new Transmission Loss Factors or Distribution Loss Factors will apply, where this
must be from the commencement of a Trading Day.

In setting the time from which a Transmission Loss Factor or Distribution Loss Factor-er
LessFactors will apply in accordance with clause-2.2%3A 2.27.8 the IMO must allow

Draft Rule Change Report:
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2.27.10.

sufficient time for-Market Rule Participants to identify and update-Standing-Bata_any
submission or forecast data that is dependent on Loss Factors.

A Network Operator must develop new Loss Factor Classes if required to implement the

2.27.11.

classification system prescribed by the IMO for that Network Operator. If a Network
Operator develops a new Loss Factor Class then it must:

(a) calculate the initial Transmission Loss Factor or Distribution Loss Factor (as
applicable) for the new Loss Factor Class in accordance with the Market
Procedure for Determining Loss Factors; and

(b) provide to the IMO details of the new Loss Factor Class and its initial
Transmission Loss Factor or Distribution Loss Factor as soon as practicable but
before a connection point is assigned to the new Loss Factor Class.

The IMO must publish a new Transmission Loss Factor or Distribution Loss Factor

2.27.12.

provided by a Network Operator in accordance with clause 2.27.10(b) within two
Business Days after receiving it from the Network Operator.

A Network Operator must determine the Transmission Loss Factor Class and

2.27.13.

Distribution Loss Factor Class for each new connection point in its Network identified
under clause 2.27.1(a), in accordance with the classification system prescribed by the
IMO for that Network Operator.

A Network Operator must re-determine the Loss Factor Classes for a connection point in

2.27.14.

its Network identified under clause 2.27.1(a) if a change occurs to the connection point
that might alter its applicable Loss Factor Classes under the classification system
prescribed by the IMO for that Network Operator.

When a Network Operator determines a Loss Factor Class for a connection point under

2.27.154.

]

iImo

clause 2.27.12 or changes a Loss Factor Class for a connection point under clause
2.27.13, the Network Operator must provide to both the IMO and the relevant Market
Participant the new Loss Factor Class for the connection point and the Trading Day from
which it takes effect, as soon as practicable but before the information is required for use
in_calculations under the Market Rules.

A Market Participant may apply to the IMO for a-re-assessment_reassessment of any
Transmission Loss Factor or Distribution Loss Factor applying to a Scheduled
Generator, Non-Scheduled Generator, Interruptible Load, Dispatchable Load or Non-
Dispatchable Load registered to that Market Participant.-Fhe-following-process-will-apply
to-every-application:_The following requirements apply to each application for
reassessment.

€) the-The Market Participant must-apphy-to-the IMO-in-writing-within-15-Business
: hingt ot 4 , et
hat | ) be i . for belioving. that !
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(b)

(©)

(d)

(e)

(f)

should-take-some-othervalue: apply for reassessment in accordance with the
Market Procedure for Determining Loss Factors.

upen-receiving-such-an-applicationthe tIMO-must:The IMO must process an

application for reassessment and where required conduct an audit of the relevant
Loss Factor calculation in accordance with the Market Procedure for Determining

Loss Factors.

the-The relevant Network Operator must cooperate with-the an audit of the Loss
Factor calculation_conducted by the IMO under clause 2.27.15(b) by providing
reasonable access to the data and calculations used in producing the Loss
Factor.

Where-the an audit reveals an error in the-Less-Faetor calculation_of a
Transmission Loss Factor or Distribution Loss Factor for a Loss Factor Class, the
IMO must direct the Network Operator to recalculate the Transmission Loss
Factor or Distribution Loss Factor, and may instruct the Network Operator to
recalculate other Transmission Loss Factors or Distribution Loss Factors
provided by that Network Operator.

Where the IMO directs the Network Operator to recalculate a Transmission Loss
Factor or Distribution Loss Factor_for a Loss Factor Class, then the Network
Operator must do so, and must provide the recalculated Transmission Loss
Factor or Distribution Loss Factor to_the IMO. The recalculated Transmission
Loss Factor or Distribution Loss Factor is substituted for the value previously
applied with effect from the time published by the IMO in accordance with clause
227-3A 2.27.8.

Where an audit reveals an error in the assignment of a connection point to a Loss

(@)

Factor Class, the IMO must direct the relevant Network Operator to correct the
error and re-determine the Loss Factor Class for the connection point in
accordance with the classification system prescribed by the IMO for that Network

Operator.
Where the IMO directs a Network Operator to re-determine a Loss Factor Class

(h)

for a connection point, then the Network Operator must do so, and must as soon
as reasonably practicable provide to the IMO and the relevant Market Participant
the revised Loss Factor Class and the Trading Day from which it should apply.

The costs of an audit conducted by the IMO in response to an application for

reassessment, including any costs incurred by the Network Operator and any
costs, not otherwise included in the IMO’s budget, incurred by the IMO, are

Draft Rule Change Report:
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2.27.516.

2.27.617.

2.27.18.

payable by the Market Participant who made the application for reassessment,
unless the audit reveals:

i an error of more than 0.0025 in the calculation of a Transmission Loss
Factor or Distribution Loss Factor; or

ii. an incorrect assignment of a Connection Point to a Loss Factor Class,

in which case all costs are payable by the relevant Network Operator.

Where a Network Operator fails to provide the IMO with a Transmission Loss Factor or
Distribution Loss Factor in accordance with clause22%21 2.27.6 or-2274{d} 2.27.15(d),
the IMO must continue to use the equivalent Transmission Loss Factor or Distribution
Loss Factor from the previous year until such time as the Network Operator has
provided the IMO with the new Transmission Loss Factor or Distribution Loss Factor and
that Transmission Loss Factor or Distribution Loss Factor has taken effect. The
recalculated Transmission Loss Factor or Distribution Loss Factor is substituted for the
value previously applied with effect from the time published by the IMO in accordance
with clause-2.273A 2.27.8.

The IMO must, with the assistance of Network Operators, document the standards,
methodologies, classification systems and procedures to be used in determining-the
Loss Factors in the Market-Operations Procedure for Determining Loss Factors-and

OHO N 0 mMantan \/ Q 'a a¥a Q \MVhan datearmining
A/ S v/ S \/

The IMO may at any time review the effectiveness of the processes used by a Network

2.27.19.

Operator for Loss Factor calculation in meeting the Wholesale Market Objectives.

The IMO may request, and a Network Operator must provide, any information relating to

9.3.4A.

]

iImo

the methodologies, models, software, data sources and internal procedures used by the
Network Operator for Loss Factor calculation that the IMO considers relevant to a review
conducted under clause 2.27.18.

The IMO must determine a single Metered Schedule for a Trading Interval for those
Non-Dispatchable Loads without interval meters or with meters not read as interval
meters that are served by Synergy where:

(@) the Metered Schedule equals the Notional Wholesale Meter value for that
Trading Interval;

(b) the Notional Wholesale Meter value for a Trading Interval equals negative one
multiplied by:

i. the sum of the Metered Schedules with positive quantities for that Trading
Interval; plus

Draft Rule Change Report:
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il. the sum of the Metered Schedules with negative quantities for that
Trading Interval;

where the Metered Schedules referred to in clauses 9.3.4A(b)(i) and 9.3.4A(b)(ii)
exclude the Metered Schedule for the Notional Wholesale Meter.

Notional Wholesale Meter: A notional interval meter-guantity-associated-with-a-Market

estimate-produced-by-the-IMO- representing Non-Dispatchable Loads without interval meters that
are served by Synerqy.

Distribution Loss Factor: A factor representing the average electrical losses incurred when
electricity is transmitted through a distribution network.

Distribution Loss Factor Class: A group of one or more connection points with common
characteristics assigned a common Distribution Loss Factor.

Loss Factor: Means:

(&) Aa factor representing network losses-defining-the-annual-average-marginal

networkless between any given node and the Reference Node where the Loss
Factor at the Reference Node is 1, expressed as the product of a Transmssion
Loss Factor and a Distribution Loss Factor and determined in accordance with
clause-2:27-2 2.27.5and-includes-the-Portfolio-Loss Factor.; and

(b) in relation to the Verve Energy Balancing Portfolio, the Portfolio Loss Factor.

Loss Factor Class: A Transmission Loss Factor Class or a Distribution Loss Factor Class.

Transmission Loss Factor: A factor representing the average marginal electrical losses incurred
when electricity is transmitted through a transmission network.

Transmission Loss Factor Class: A group of one or more connection points with common
characteristics assigned a common Transmission Loss Factor.

?me Draft Rule Change Report:
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Appendix 1. Impacts of proposed change to Notional Wholesale
Meter DLF

(Presentation to MAC on 14 November 2012)

The Pre Rule Change Proposal: Loss Factor Determination (PRC_2012_07) was developed by the
IMO in consultation with Western Power and presented to the MAC at its September 2012
meeting. The proposed changes include a refinement to the methodology used to determine the
Distribution Loss Factor (DLF) for the Notional Wholesale Meter (NWM), to exclude consideration
of the average losses of interval metered connection points.

The IMO noted during its presentation that while the proposed changes to the NWM DLF would
have no impact on Metered Schedules for the NWM, they would cause a small reduction in
Synergy'’s Individual Reserve Capacity Requirement (IRCR) and a corresponding small increase in
the IRCRs of other Market Participants. The MAC requested the IMO to undertake a preliminary
assessment of PRC_2012_ 07, including considering the impact on the Statement of Opportunities,
and present the results to the MAC.

To assist with this analysis, Western Power provided the IMO with an estimate of the NWM'’s DLF
for the 2012/13 Financial Year, calculated using the proposed methodology. It should be noted that
this value is a preliminary estimate only, as the changes to Western Power’'s modelling processes
are yet to be formally tested and audited. However, the estimated value of 1.063 lies in the
expected range, between the current value of 1.0522 and the DLF associated with small residential
network tariffs (1.075).

The IMO used the estimated DLF to recalculate the IRCRs and associated TDL_Ratio values for
the Trading Months from October 2011 to November 2012 inclusive. Note the changes have no
impact on NTDL_Ratio or Total Ratio values. The reduction in Synergy’s IRCR varies but is well
under 10 MW in all cases, with the reduction for the 2012/13 Capacity Year about half that for the
2011/12 Capacity Year, due to the FY2011/12 NWM Loss Factor being larger than the FY2010/11
NWM Loss Factor. The impact on the TDL_Ratio is shown in the following table.

Trading Month TDL_Ratio TDL_Ratio

(Current DLF) (Proposed DLF)
October 2011 1.5781 1.5883
November 2011 1.5631 1.5733
December 2011 1.5667 1.5770
January 2012 1.5646 1.5748
February 2012 1.5678 1.5781
March 2012 1.5708 1.5811
April 2012 1.5753 1.5856
May 2012 1.5765 1.5869
June 2012 1.5776 1.5879

]
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Trading Month TDL_Ratio TDL_Ratio

(Current DLF) (Proposed DLF)
July 2012 1.5782 1.5886
August 2012 1.5758 1.5861
September 2012 1.5783 1.5887
October 2012 1.6488 1.6531
November 2012 1.6470 1.6512

If the proposed changes were to commence in time for the 2013/14 Loss Factor review then there
would be some impact from October 2013 (due to changes to the NWM values for the 4 Peak
Trading Intervals used in IRCR calculations), with the full impact starting from October 2014 (due
to the changes to the NWM values for the Hot Season 12 Peak Trading Intervals).

The proposed changes would have no impact on the Statement of Opportunities, and in particular
on the calculation of the Reserve Capacity Target. This is because the IMO’s demand forecasts
are developed from historical sent out generation and Demand Side Programme curtailment data,
and not from Load data.
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Appendix 2.

Submitter
1. | Perth Energy

Comment/Change Requested

On this occasion Perth Energy fully supports the
proposed changes to the Market Rules to align them with
current practice. However, where discrepancies exist
between the Market Rules and Market Procedures and
any other procedures that the IMO, System
Management, the Network Operator or any other Market
Participant has developed, Perth Energy would expect
that the Market Rules would take precedence. Perth
Energy would welcome a page turn review of the Market
Rules to identify any other remaining discrepancies
between the Market Rules and the Market Procedures
and indeed any “common practice” that may be applied
by various Market Participants.

Response to submissions received during the first submission period

‘ IMO’s Response

The IMO notes Perth Energy’s suggestion and has used
page turn reviews previously to identify discrepancies
between the Market Rules and actual practice. Where
such discrepancies have been identified (whether
through a page turn review or another means) they have
been documented in the IMO’s Rule Change Issue Log
and any related breaches of the Market Rules or Market
Procedures reported and investigated in accordance with
the IMO’s compliance obligations. This Rule Change
Proposal was initiated as the result of one such
investigation.

RC_2012_07

2. | Synergy Proposed clauses 2.27.1(a) and 2.27.12 refer to a Agreed. The proposed Amending Rules have been
Network Operator’'s Network using the capitalised form of | updated accordingly.
network, making it defined term as listed in chapter 11 of
the rules. Consistency suggests that similar references to
network in proposed clauses 2.27.4 and 2.27.13 should
also be capitalised.

3. | Synergy Proposed clause 2.27.5(e)(ii) in defining the Distribution The IMO does not consider the suggested amendment is
Loss Factor Class that Western Power must assign to required, as it is clear that any Non-Dispatchable Load
the NWM refers only to Non-Dispatchable Loads not for which half hourly interval readings are not provided
equipped with an interval meter. Consistency with clause | must be settled as part of the Notional Wholesale Meter.
9.3.4A and improved definitional clarity suggest that this | In this context, a reference to an “interval meter” in
definition should be extended to include the following: section 2.27 could not reasonably be construed to mean
“...or with meters not read as interval meters that are an interval capable meter that was was not actually read
served by Synergy...". as an interval meter.

i’mo Draft Rule Change Report:
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Submitter

Comment/Change Requested

‘ IMO’s Response

4. | Synergy Suggests amendments to clauses 2.27.7 and 2.27.11to | Agreed. The proposed Amending Rules have been
include an obligation on the IMO to publish Transmission | updated accordingly.
and Distribution Loss Factors within two Business Days
after receiving them from a Network Operator, consistent
with current practice and the proposed amended Loss
Factor Procedure.

5. | Synergy Suggests the reference in clause 2.27.16 to clause Agreed. The proposed Amending Rules have been
2.27.15(d) should be to clause 2.27.15(e). updated accordingly.

6. | Synergy Suggests the references in clause 9.3.4A(b) to clauses Agreed. The proposed Amending Rules have been

9.3.4A(i) and 9.3.4A(ii) should be to clauses 9.3.4A(b)(i)
and 9.3.4A(b)(ii).

updated accordingly.

7. | System Management

The Rule Change Proposal expands the definition of
Loss Factor to include a Verve Energy Balancing
Portfolio loss factor. It is unclear as to where this is
applied as most Verve Energy Balancing Portfolio
guantities are not loss factor adjusted. Additionally it is
unclear from the Rule Change Proposal by whom and
how this value will be determined.

The “Portfolio Loss Factor” is included in the current
Glossary definition of Loss Factor in the Market Rules.
The parameter is calculated by the IMO for each Trading
Interval, using the formula prescribed in the Glossary
definition. It is used to Loss Factor adjust Constrained
On/Off Portfolio Quantities under clauses 6.17.5 and
6.17.5A. No changes to the calculation or use of this
parameter have been proposed in RC_2012_07.

8. | System Management

The Rule Change Proposal requires Network Operators
to provide Transmission Loss Factors which must
notionally represent the marginal losses relative to the
Reference Node (defined as the Muja 330 bus-bar). It is
unclear what is meant by “notionally”.

“Notionally” has been used in this clause to indicate the
hypothetical or abstract nature of Transmission Loss
Factors. The Transmission Loss Factors used in the
WEM are static approximations of the true marginal
losses relative to the Reference Node, which will vary
dynamically from second to second.

Draft Rule Change Report:
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Submitter

Comment/Change Requested

IMO’s Response

9. | System Management

It is unclear how a network operator (other than Western
Power) could calculate Transmission Loss Factors
without modelling the whole Western Power Network
which includes the Reference Node.

If a second network operator’s network was a simple
extension of Western Power’s network (for example
connected at a single transmission node), then it would
be possible for the network operator to determine Loss
Factors for its connection points in consultation with
Western Power. For example, a Transmission Loss
Factor could be calculated as the product of a loss factor
representing Western Power transmission network
losses (calculated by Western Power) and a loss factor
representing losses for the second operator’s
transmission network, relative to the node connecting the
two networks. If however a more complex network
configuration involving multiple network operators or
network connections was to evolve then the current
arrangements for determining Loss Factors in the WEM
would need to be reassessed.

10. | Verve Energy

Notes that the proposed definitions of Transmission Loss
Factor and Distribution Loss Factor are subtly different to
the drafting contained in new clauses 2.27.5(a) and
2.27.5(b) and questions whether these should be made
consistent.

The IMO and Western Power have reviewed the relevant
definitions and clauses and proposed some minor
amendments to the definitions to improve their clarity and
consistency.

imoe
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Submitter

11. | Verve Energy

Comment/Change Requested

Notes that new clause 2.27.5(a) (Transmission Loss
Factors) includes a reference to “relative to the
Reference Node” while new clause 2.27.5(b) (Distribution
Loss Factors) does not. Verve Energy questions whether
this difference is intentional, and if so whether there is an
issue with the interaction with the glossary definition of
Loss Factor (which includes the statement “a factor
representing network losses between any given node
and the Reference Node”).

IMO’s Response

The difference between clauses 2.27.5(a) and 2.27.5(b)
is intentional. A Loss Factor notionally represents
network losses between a connection point and the
Reference Node, regardless of whether that point is
connected to the transmission system or the distribution
system. However, for reasons of practicality distribution
system losses are allocated by apportioning average
losses over the entire distribution system (i.e. total
energy injected less total energy withdrawn) to
connection points. As such the Distribution Loss Factors
are not, in themselves, calculated “relative to the
Reference Node”.

12. | Verve Energy

Questions whether the IMO intends to publish both Loss
Factor Classes and Loss Factors under clauses 2.27.7
and 2.27.11 (which refer to the IMO’s obligations to
publish Transmission Loss Factors and Distribution Loss
Factors received from a Network Operator). If so, Verve
Energy notes that the IMO receives either initial or re-
determined Loss Factor Class information under the
following clauses:

e 2.27.10(b): new Loss Factor Class (and initial
Transmission or Distribution Loss Factor);

e 2.27.14: determination and re-determination of
Loss Factor Classes; and

e 2.27.15(g): re-determination of a Loss Factor
Class following an audit.

When the IMO publishes a new Transmission Loss
Factor or Distribution Loss Factor it will continue to
identify the relevant Loss Factor Class in the publication.
The IMO considers the requirement does not need to be
stated explicitly in the relevant clauses.

The IMO also notes that clauses 2.27.14 and 2.27.15(g)
relate to provision of the Loss Factor Classes for a
particular conection point. The IMO does not publish this
information.

Draft Rule Change Report:
RC_2012_07

imoe

Page 25 of 32




13.

Submitter

Verve Energy

Comment/Change Requested

Questions whether new clauses 2.27.5(d)(v) and 2.27.15
should be amended to replace “Non-Dispatchable Load”
with “Non-Dispatchable Load equipped with an interval
meter”.

IMO’s Response

The IMO does not consider the suggested amendments
are required, as it is specified in clause 2.27.1(a) that
Loss Factors are only determined for Non-Dispatchable
Loads equipped with interval meters. Further, clause
2.27.15 relates to the reassessment of a Loss Factor
(implying that one has been calculated in the first place)
while clause 2.27.5(d)(v) relates to Loads with peak
consumption above 7000 kVA, which can be reasonably
assumed to be equipped with interval meters.

14.

Verve Energy

Considers that the glossary definition of Loss Factor may
be enhanced by including the words contained in new
clause 2.27.3.

The Loss Factor definition has been amended to state
that a Loss Factor is expressed as the product of a
Transmission Loss Factor and a Distribution Loss Factor.

15.

Verve Energy

Suggests that for consistency the lists in clauses
2.27.1(a) and 2.27.5(d) should follow the same order.

Agreed. The proposed Amending Rules have been
updated accordingly.

16.

Verve Energy

Clause 2.27.5(d) refers to subclause (ii) twice.

This is incorrect — the first “i” in the former subclause (iv)
has not been deleted.

17.

Verve Energy

While acknowledging that this is in the current drafting,
Verve Energy questions whether the reference to “all
Network Operators” in new clause 2.27.7 should be
updated to “each Network Operator”.

The clause has been amended to require the IMO to
publish Transmission and Distribution Loss Factors
within two Business Days after receiving them from a
Network Operator, rather than delaying publication until
revised values have been provided by all Network
Operators.

18.

Verve Energy

Suggests the following amendment to the definition of
Distribution Loss Factor Class: “A group of one or more
distribution connection points with common
characteristics assigned a common Distribution Loss
Factor”.

The suggested amendment is incorrect, as transmission
connection points are also assigned to a Distribution
Loss Factor Class (albeit one with a Distribution Loss
Factor of one).

imoe
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Submitter

Comment/Change Requested

‘ IMO’s Response ‘

19. | Verve Energy Suggests the following amendment to the definition of The suggested amendment is incorrect, as (interval
Transmission Loss Factor Class: “A group of one or more | metered) distribution connection points are also assigned
transmission connection points with common to Transmission Loss Factor Classes.
characteristics assigned a common Transmission Loss
Factor”.

20. | Western Power Suggests the following amendment to clause 2.27.5(e) to

avoid any ambiguity: “Western Power must assign the
Notional Wholesale Meter to:

i. a Transmission Loss Factor Class that represents
system wide average marginal losses over Western
Power’s transmission system;”

Agreed. The proposed Amending Rules have been
updated accordingly.

Draft Rule Change Report:
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Appendix 3. Further Amendments to the Proposed Amending Rules

The IMO has made some amendments to the Amending Rules following the first submission
period. These changes are as follows (deleted-text, added text):

2.27.1.

2.27.4.

2.27.5.

]

iImo

Network Operators must, in accordance with this section 2.27, calculate and provide to
the IMO Loss Factors for:

(@)

(b)

each connection point in their Networks at which any of the following is
connected:

i a Scheduled Generator;

ii. a Non-Scheduled Generator;

an Interruptible

iv. an-tnterruptible-Loada Dispatchable Load; or

V. a-Dispatehable-Leada Non-Dispatchable Load equipped with an interval
meter; and

in the case of Western Power, the Notional Wholesale Meter.

Subject to clause 2.27.5(d), for each Network Operator the IMO must, in consultation
with that Network Operator, develop a classification system to assign each of the

connection points in the Network Operator's-network Network identified under clause
2.27.1(a) to a Transmission Loss Factor Class and a Distribution Loss Factor Class,

where:

(@)

(b)

(©)

the assignment of a connection point to a Loss Factor Class is based on
characteristics indicative of the expected transmission or distribution system
losses (as applicable) for the connection point;

each connection point in a Loss Factor Class is assigned the same Transmission
Loss Factor or Distribution Loss Factor (as applicable); and

connection points on the transmission system are assigned to a Distribution Loss
Factor-class_Class with a Distribution Loss Factor equal to one.

In calculating Loss Factors, Network Operators must apply the following principles:

(e)

Western Power must assign the Notional Wholesale Meter to:

i. a Transmission Loss Factor Class that represents system wide average
marginal losses over Western Power’s transmission system; and
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2.27.7.

2.27.9.

2.27.10.

2.27.11.

2.27.13.

2.27.14.

2.27.15.

]

iImo

il a Distribution Loss Factor Class that represents the average losses
incurred over Western Power’s distribution system by Non-Dispatchable
Loads not equipped with an interval meter; and

The IMO must publish the Transmission Loss Factors and Distribution Loss Factors-as
soon-aspracticable provided by a Network Operator in accordance with clause 2.27.6
within two Business Days after receiving them-from-all-Netweork-Operators.

In setting the time from which a Transmission Loss Factor or Distribution Loss Factor will
apply in accordance with clause 2.27.8 the IMO must allow sufficient time for-Market
Rule Participants to identify and update-Standing-Data_any submission or forecast data
that is dependent on Loss Factors.

A Network Operator must develop new Loss Factor Classes if required to implement the
classification system prescribed by the IMO for that Network Operator. If a Network
Operator develops a new Loss Factor Class then it must:

(@) calculate the initial Transmission Loss Factor or Distribution Loss Factor (as
applicable) for the new Loss Factor Class in accordance with the Market
Procedure for Determining Loss Factors; and

(b) provide to the IMO details of the new Loss Factor Class and its initial
Transmission Loss Factor or Distribution Loss Factor as soon as practicable but
-ahy-event before a connection point is assigned to the new Loss Factor Class.

The IMO must publish a new Transmission Loss Factor or Distribution Loss Factor
provided by a Network Operator in accordance with clause 2.27.10(b)-as-seen-as
practicable within two Business Days after receiving it from the Network Operator.

A Network Operator must re-determine the Loss Factor Classes for a connection point in
its-retwork Network identified under clause 2.27.1(a) if a change occurs to the
connection point that might alter its applicable Loss Factor Classes under the
classification system prescribed by the IMO for that Network Operator.

When a Network Operator determines a Loss Factor Class for a connection point under
clause 2.27.12 or changes a Loss Factor Class for a connection point under clause
2.27.13, the Network Operator must provide to both the IMO and the relevant Market
Participant the new Loss Factor Class for the connection point and the Trading Day from
which it takes effect, as soon as practicable but-in-any-event before the information-must
be-used is required for use in-any calculations under these Market Rules.

A Market Participant may apply to the IMO for a reassessment of any Transmission Loss
Factor or Distribution Loss Factor applying to a Scheduled Generator, Non-Scheduled
Generator, Interruptible Load, Dispatchable Load or Non-Dispatchable Load registered
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iImo

to that Market Participant.-Fhe-following-process-willapplhy-to-every-apphication: The

following requirements apply to each application for reassessment.

(@)

(b)

()

(d)

()

(f)

(9)

The Market Participant must-apply-te-the- tMO-in-writing-within-15-Business-Days
9 s tributi ) . .g .
for beliovi I I . S
Factorshould-take-some-othervalue: apply for reassessment in accordance with
the Market Procedure for Determining Loss Factors.

Upeon-receiving-such-an-application;-the- tIMO-must: The IMO must process an

application for reassessment and where required conduct an audit of the relevant
Loss Factor calculation in accordance with the Market Procedure for Determining
Loss Factors.

The relevant Network Operator must cooperate with-the_an audit of the Loss
Factor calculation conducted by the IMO under clause 2.27.15(b) by providing

reasonable access to the data and calculations used in producing the Loss
Factor.

Where-the an audit reveals an error in the calculation of a Transmission Loss
Factor or Distribution Loss Factor for a Loss Factor Class, the IMO must direct
the Network Operator to recalculate the Transmission Loss Factor or Distribution
Loss Factor, and may instruct the Network Operator to recalculate other
Transmission Loss Factors or Distribution Loss Factors provided by that Network
Operator.

Where the IMO directs the Network Operator to recalculate a Transmission Loss
Factor or Distribution Loss Factor for a Loss Factor Class, then the Network
Operator must do so, and must provide the recalculated Transmission Loss
Factor or Distribution Loss Factor to_ the IMO. The recalculated Transmission
Loss Factor or Distribution Loss Factor is substituted for the value previously
applied with effect from the time published by the IMO in accordance with clause
2.27.8.

Where-the an audit reveals an error in the assignment of a connection point to a
Loss Factor Class, the IMO must direct the relevant Network Operator to correct
the error and re-determine the Loss Factor Class for the connection point in
accordance with the classification system prescribed by the IMO for that Network
Operator.

Where the IMO directs a Network Operator to re-determine a Loss Factor Class
for a connection point, then the Network Operator must do so, and must as soon
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2.27.16.

2.27.18.

as reasonably practicable provide to the IMO and the relevant Market Participant
the revised Loss Factor Class and the Trading Day from which it should apply.

(h) The costs of an audit conducted by the IMO in response to an application for
reassessment, including any costs incurred by the Network Operator and any
costs, not otherwise included in the IMO’s budget, incurred by the IMO, are
payable by the Market Participant who made the application for reassessment,
unless the audit reveals:

i an error of more than 0.0025 in the calculation of a Transmission Loss
Factor or Distribution Loss Factor; or

ii. an incorrect assignment of a Connection Point to a Loss Factor Class,

in which case all costs are payable by the relevant Network Operator.

Where a Network Operator fails to provide the IMO with a Transmission Loss Factor or
Distribution Loss Factor in accordance with clause 2.27.6 or 2.27.15(de), the IMO must
continue to use the equivalent Transmission Loss Factor or Distribution Loss Factor from
the previous year until such time as the Network Operator has provided the IMO with the
new Transmission Loss Factor or Distribution Loss Factor and that Transmission Loss
Factor or Distribution Loss Factor has taken effect. The recalculated Transmission Loss
Factor or Distribution Loss Factor is substituted for the value previously applied with
effect from the time published by the IMO in accordance with clause 2.27.8.

The IMO may at any time review the effectiveness of the processes used by a Network

2.27.19.

Operator for Loss Factor calculation in meeting the Wholesale Market Objectives.

The IMO may request, and a Network Operator must provide, any information relating to

9.3.4A.

]

iImo

the methodologies, models, software, data sources and internal procedures used by the
Network Operator for Loss Factor calculation that the IMO considers relevant to a review
conducted under clause 2.27.18.

The IMO must determine a single Metered Schedule for a Trading Interval for those
Non-Dispatchable Loads without interval meters or with meters not read as interval
meters that are served by Synergy where:

€) the Metered Schedule equals the Notional Wholesale Meter value for that
Trading Interval;

(b) the Notional Wholesale Meter value for a Trading Interval equals negative one
multiplied by:
i. the sum of the Metered Schedules with positive quantities for that Trading
Interval; plus

il the sum of the Metered Schedules with negative quantities for that
Trading Interval;
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where the Metered Schedules referred to in clauses 9.3.4A(b)(i) and 9.3.4A(b)(ii)
exclude the Metered Schedule for the Notional Wholesale Meter.

Distribution Loss Factor: A factor representing the average electrical-enrergy losses incurred
when electricity is transmitted through a distribution network.

Loss Factor: Means:

@) a factor representing network losses between any given node and the Reference
Node where the Loss Factor at the Reference Node is 1, expressed as the
product of a Transmission Loss Factor and a Distribution Loss Factor and
determined in accordance with clause 2.27.5; and

(b) in relation to the Verve Energy Balancing Portfolio, the Portfolio Loss Factor.

Transmission Loss Factor: A factor representing the average marginal_electrical losses incurred
when electricity is transmitted through a transmission network.
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