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1. Introduction 

The Economic Regulation Authority is reviewing the Offer Construction Guideline (OCG) to 
ensure it continues to provide clear and practical guidance to Market Participants under the 
Electricity System and Market (ESM) Rules as the Wholesale Electricity Market (WEM) 
evolves, including changes in the mix of technologies participating in the market and the 
resulting impacts on offer construction. 

This discussion paper sets out the issues the ERA is assessing in developing its updates to 
the OCG. We welcome stakeholder submissions on these issues and any other aspect of the 
OCG to inform this review. We are open to meeting with stakeholders to discuss the issues 
raised in this paper. 

The ERA will also consider reviewing the Trading Conduct Guideline (TCG) subject to 
stakeholder submissions.1 

The ESM Rules set obligations that are binding on all Market Participants making price offers 
in the Short-Term Energy Market (STEM) and Real-Time Market, including the Frequency 
Controlled Essential System Services (FCESS) and energy markets. 

The ERA publishes and maintains the OCG to provide guidance to Market Participants on 
constructing offers that are compliant with the ESM Rules. The OCG provides guidance on 
matters including:2 

• The construction of Economic Price Offers 

• How the ERA will assess whether a price offered is an Irregular Price Offer that results in 
an inefficient market outcome 

• Efficient variable costs (EVC) which make up Economic Price Offers 

• How the ERA will consider Price Offers for different Facility types 

• Examples illustrating the types of conduct likely to result in an Irregular Price Offer 

• How the ERA will assess inefficient market outcomes. 

1.1 The nature of the OCG 

The guidance set out in the OCG explains the principles underlying how the ERA interprets 
the ESM Rules for compliant Price Offers. The guidance is general in nature and is intended 
to assist Market Participants in applying the ESM Rules across a range of circumstances. It is 
not intended to prescribe a single approach to offer construction or address every factual 
scenario that may arise. 

 
1  The TCG provides guidance and examples illustrating the types of conduct that the ERA considers would be 

likely to contravene ESM Rule 2.16A.3, which prohibits Market Participants from engaging in conduct that is 
misleading, deceptive, fraudulent or has the effect of distorting/manipulating prices in the WEM. Electricity 
System and Market Rules (WA), 1 July 2026, clause 2.16D.1(b), (online).   

2  Electricity System and Market Rules (WA), 1 July 2026, clause 2.16D.1(a), (online). 

https://www.wa.gov.au/system/files/2026-06/electricity_system_and_market_rules_1_july_2026.pdf
https://www.wa.gov.au/system/files/2026-06/electricity_system_and_market_rules_1_july_2026.pdf
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How we assess whether a Market Participant has complied with the ESM Rules will depend 
on the particular circumstances, including the characteristics of the Facility, the Market Service 
concerned, and the operating conditions at the time the Price Offer is made. 

The ERA seeks to provide transparent and practical guidance to assist Market Participants in 
understanding how the ESM Rules may apply in different circumstances. The guidance must 
remain responsive to evolving market conditions, emerging technologies and new information 
as it becomes available. Accordingly, we may review and update the OCG from time to time 
to reflect market developments, operational experience and evidence-based learnings. 

The OCG is not intended to provide operational instructions, optimise commercial decision-
making or determine how a Market Participant should manage market risks. Market 
Participants operate different Facility types, employ different commercial strategies, face 
different operational constraints and have varying risk profiles. Accordingly, the OCG does not 
provide approval for, or definitive conclusions on, the compliance of a particular offer 
construction method, commercial strategy or Price Offer.  

Examples included in the OCG are illustrative only and are not exhaustive. The ERA expects 
Market Participants to apply the ESM Rules to their own circumstances and to exercise 
reasonable judgement when constructing Price Offers. Market Participants should obtain 
legal, economic or other technical advice tailored to their specific circumstances where 
appropriate. 
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2. Consultation and process 

The ERA may periodically review and amend the OCG to ensure it continues to provide 
relevant and practical guidance to Market Participants. There is no prescribed review cycle or 
specific trigger for amending the OCG.  

In deciding to commence this review, we have considered changes in market conditions, 
emerging technologies, stakeholder feedback, requests for guidance from Market 
Participants,3 operational experience and evidence from our compliance and monitoring 
activities since its last review. 

The ERA engages in a public consultation process when it reviews the OCG.4 

Following consideration of submissions on this discussion paper, we will publish a draft report 
and draft OCG for comment. Stakeholders will have four weeks to comment on the draft 
decision, after which we will consider submissions and publish a final report and revised OCG. 

The two-stage consultation process for this review, beginning with a discussion paper instead 
of a draft report, reflects the breadth and complexity of the issues being considered. It is 
intended to facilitate early stakeholder engagement, allow sufficient time for evidence and 
submissions to be provided, and ensure input of stakeholder views in our early considerations. 

The ERA welcomes stakeholder feedback on the matters discussed throughout this paper. 
This paper is intended to identify and explore issues for consultation, rather than propose a 
preferred position. We are particularly interested in views on whether the issues have been 
appropriately identified, whether the underlying problem definitions accurately capture the 
operational realities faced by Market Participants, and whether there are additional matters 
that warrant further consideration or guidance as part of this review.  

Stakeholders are also encouraged to identify any relevant practical, operational or market 
considerations that may assist the ERA's review. 

3. The previous review 

The current version of the OCG took effect on 1 February 2025 following changes to the ESM 
Rules (then called the Wholesale Electricity Market Rules) in November 2024.5 In particular, 
the ESM Rule amendments introduced the concept of an “Economic Price Offer” and removed 
the ERA’s obligation to first determine whether a Market Participant had market power at the 
time of making a Price Offer. 

The updates to the OCG in January 2025 included further guidance on: 

• The obligation to use reasonable endeavours to update Price Offers in response to new 
information. 

• Price Offer obligations, including ‘reasonable expectation’ of and ‘constitution of’ efficient 
variable costs. 

 
3  The ERA publishes its responses to requests for guidance from Market Participants under ESM Rules’ 

clause 2.16D.5, (online). 
4  Electricity System and Market Rules (WA), 1 July 2026, clause 2.16D.3, (online).  
5  ERA, 2025, Offer Construction Guideline, Effective 1 February 2025, (online).  

https://www.erawa.com.au/markets/wholesale-electricity-market/wem-procedures
https://www.wa.gov.au/system/files/2026-06/electricity_system_and_market_rules_1_july_2026.pdf
https://www.erawa.com.au/sites/default/files/24549/wem-offer-construction-guidelines-clean-version.PDF
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In its final report for the current version of the OCG, the ERA committed to:6 

• Assess appropriate offer construction for a Battery Energy Storage System (BESS) 
Facility. 

• Review the recovery of Frequency Co-Optimised Essential System Services (FCESS) 
Contingency Reserve Raise (CRR) costs in Price Offers. 

4. Recent market developments and the need for 
review 

The scope of the previous review of the OCG was limited to updating guidance to ensure 
consistency with the WEM Rules (now ESM Rules) that took effect in November 2024. While 
that review addressed consequential changes arising from the new regulatory framework, it 
did not comprehensively examine whether additional guidance was required to address 
emerging market developments. 

Since the publication of the current OCG, the WEM has continued to evolve in ways that have 
implications for how Market Participants construct Price Offers and how we assess compliance 
with the ESM Rules. In particular, increased participation by BESS Facilities7 and greater 
interaction between energy and FCESS markets have highlighted areas where additional 
clarification may assist Market Participants. 

The increasing diversity of technologies and operating strategies within the market can require 
more complex assessments of when to generate electricity, consume electricity, store energy 
or defer generation to a later interval. For BESS Facility operators, the consideration of 
opportunity cost is often central to efficient offer construction, particularly where decisions in 
one market may affect opportunities in another. For thermal generators, changing dispatch 
patterns, fuel limitations and other input constraints influence how efficient variable costs are 
identified, calculated and supported by evidence. These developments raise questions about 
how existing offer construction principles should be applied in evolving market circumstances 
and how Market Participants can demonstrate that their Price Offers remain consistent with 
the ESM Rules. 

This review aims to improve transparency, support consistent compliance outcomes and 
provide practical guidance in areas where recent market developments have created 
uncertainty or given rise to market outcomes that may warrant further clarification through 
regulatory guidance. 

 
6  ERA, 2025, Offer Construction Guideline and Trading Conduct Guideline – Final report, (online).  
7  BESS capacity in the South West Interconnected System (SWIS) increased from 300 MW in November 

2024 to 1,325 MW in May 2026. 

https://www.erawa.com.au/sites/default/files/24546/wem3-offer-construction-guideline-and-trading-conduct-guideline-final-report.PDF
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5. Issues 

Table 1 summarises the issues proposed for review. We welcome stakeholder submissions 
on the issues outlined in this section, and any other matters that warrant review.  

Table 1 Summary of issues 

Issue Why it matters 

Inter-temporal decision 
making and EVC 
[section 5.1.1] 

BESS Facilities must decide when and whether to discharge, charge, 
preserve stored energy or provide FCESS across current and future 
intervals. Because these decisions are inter-temporal, the value of stored 
energy and capability depends on expected future energy, FCESS and 
capacity obligation outcomes. Different assumptions about those future 
opportunities can result in materially different estimates of opportunity cost 
and EVC.  

Rebidding or frequent 
changes to Market 
Participants’ BESS 
Facility offers [section 
5.1.2] 

The inter-temporal nature of BESS Facilities’ opportunity cost means EVC 
assessments may change as expectations of future market conditions 
change. This can result in frequent offer updates and differing 
assessments of when revised offers are justified.  

Portfolio-based BESS 
Facility charging offers 
[section 5.1.3] 

A Market Participant’s portfolio-level incentives may not align with the 
efficient operation, costs and opportunities of an individual BESS Facility. 
Charging offers should reflect the efficient operation of the individual 
BESS Facility, not the Market Participant’s portfolio.  

BESS Facility offers 
after an AEMO 
direction [section 
5.1.4] 

The possibility that a BESS Facility can be directed by AEMO to dispatch 
in a particular way raises questions about how costs incurred under an 
AEMO direction should be treated in subsequent offer construction, 
including whether those costs are sunk, how opportunity cost should be 
assessed after charging, and what evidence may be needed to support 
offers following an AEMO direction. 
 

FCESS CRR runway 
costs [section 5.2] 

In its previous OCG review, the ERA committed to review, in its next OCG 
update, the recovery of FCESS CRR runway costs as part of a Facility’s 
EVC. 

Structure, readability 
and evidence 
expectations [section 
5.3] 

Guidance needs to be easy to navigate, reference the latest version of the 
ESM Rules and be clear about the ERA’s interpretation.  

Trading Conduct 
Guideline [section 5.4] 

Stakeholder submissions may identify whether updates are needed to 
guidance on conduct that may distort or manipulate prices or otherwise 
breach the ESM Rules.  

5.1 Increasing role of BESS Facilities in the WEM 

BESS Facilities now contribute up to 1,325 MW of capacity to the WEM and have total storage 
of 5,238 MWh. In January to June 2026, these facilities set the RTM price for energy in 45,292 
dispatch intervals, or 86 per cent of the time. Of these intervals, 24,535 were for charging 
tranches while 20,440 were discharge tranches and 317 from BESS FCESS co-optimisation. 
This demonstrates the increasing use and operation of BESS Facilities in the WEM and the 
growing importance of these Facilities making Price Offers consistent with the ESM Rules.  
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BESS Facilities operate largely by: 

• Shifting energy from times of low prices to periods of high prices, to make money on this 
difference (i.e. energy arbitrage). This can be energy for consumption or for FCESS raise 
services; and/or 

• Leaving spare capacity to provide FCESS lower services. 

A BESS Facility’s variable cost of generation differs from a thermal generation Facility’s 
variable costs that are typically comprised of fuel, variable operating and maintenance and 
other costs. 

A BESS Facility can only store a limited amount of energy and is constrained by its state-of-
charge, cycling capacity and operating limits. Therefore, a profit-maximising BESS Facility that 
acts as a price-taker in the RTM for energy, for example, could aim to charge during Dispatch 
Intervals with the lowest expected prices and discharge during Dispatch Intervals with the 
highest expected prices. 

BESS Facilities also have obligations during Electric Storage Resource Obligation Intervals 
(ESROI) if they receive capacity credits. They may be liable for forced outage capacity refunds 
if they have insufficient charge during the Electricity Storage Resource Obligation Duration 
(ESROD) period specified by AEMO. 

This section outlines the issues the ERA is considering in relation to BESS offer construction, 
including: 

• the role of opportunity cost in BESS offer construction for discharge tranches 

• how cycling and degradation costs should be incorporated into offer tranches  

• how costs incurred during AEMO directions to charge or discharge might be recovered, if 
at all, and 

• how frequent changes to offers that create uncertainty for other Market Participants will 
be treated. 

The ERA welcomes stakeholder feedback on the issues discussed in this section. In particular, 
we are interested in views on whether this paper has identified the key offer construction 
challenges arising from the inter-temporal nature of BESS operation, including the interaction 
between charging and discharging decisions, opportunity cost and look-ahead horizons, 
FCESS participation, capacity obligations and reserve capacity forced outage refunds. 

5.1.1 Inter-temporal decision making and EVC8 

BESS Facilities present offer construction challenges because their operating decisions are 
based on a forecast of future prices and market conditions, and they can respond rapidly to 
these changes relative to thermal generation Facilities. A BESS Facility operator's decision in 
one Trading Interval is directly linked to opportunities and constraints in future intervals. 
Decisions about whether to charge, discharge, provide FCESS, or preserve stored energy are 

 
8  Recent energy systems and energy economics literature contains extensive analysis and discussion of 

opportunity cost and related pricing and cost concepts for grid-connected batteries. These concepts have 
been developed within both system-wide and asset-owner optimisation frameworks, enabling their empirical 
estimation and measurement using appropriate modelling approaches. The following discussion is informed 
by the conceptual understanding developed in this body of work. 
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influenced by expectations about future market conditions and the value that may be realised 
at a later point in time. 

For BESS Facilities, the opportunity cost is the value of the best alternative use of the Facility’s 
limited energy and cycling capability when deciding whether and when to charge, discharge 
and preserve energy. 

In practice, opportunity cost is typically framed as: 

• When discharging: the opportunity cost is the foregone profit from keeping that energy to 
sell later (possibly at a higher expected price or to meet a future obligation), plus the 
value of preserving capacity for other services. 

• When charging: the opportunity cost is the foregone profit from using charging capacity 
and state of charge for another purpose, such as being able to discharge into near-term 
price spikes, provide ESS, or avoid future high-price charging. 

While the current OCG recognises that a BESS Facility may use opportunity cost as its EVC 
when discharging, it does not provide equivalent guidance on charging behaviour or on how 
Market Participants should account for the interaction between charging decisions, future 
discharge opportunities, FCESS participation and capacity obligations. 

Facilities are able to recover their EVC, including relevant foregone revenue, and should 
remain capable of meeting their capacity credit obligations while they do so. For BESS 
Facilities, determining EVC can be more complex because available stored energy is finite 
and constrained by the Facility's state of charge, cycling capability, charging requirements and 
operating limits, including ESROIs. Consequently, the value of stored energy will depend not 
only on current market conditions but also on future opportunities and risks. 

Look-ahead horizon  

A key challenge in determining a BESS Facility's EVC is identifying the appropriate look-ahead 
horizon. The look-ahead horizon is the period into the future that a Market Participant 
considers when assessing the value of stored energy and constructing its offers. For a BESS 
Facility that is empty or partially charged, this may involve considering future opportunities to 
discharge energy, provide FCESS, or meet capacity obligations. The value attributed to stored 
energy may differ significantly depending on which future opportunities are considered and 
how far into the future those opportunities are expected to occur. 

The choice of look-ahead horizon can therefore have a material impact on EVC. A short 
horizon may not capture future opportunities or obligations that influence the value of stored 
energy, while a longer horizon may place greater weight on uncertain forecasts and 
expectations about future market conditions. This creates uncertainty as to how far into the 
future a Market Participant may reasonably look when constructing offers, and the extent to 
which future opportunities, risks and obligations may be reflected in current charge and 
discharge prices. For charge offers in particular, the look-ahead horizon may influence the 
price a BESS Facility is willing to pay to secure energy and its ability to obtain charge for future 
use. 

Construction of charge offers 

Market Participants with BESS Facilities make negative quantity offers in their Real-Time 
Market submissions to buy energy to charge their BESS Facilities. A BESS Facility’s offers 
must be consistent with the BESS Facility’s EVC and not result in an Irregular Price Offer. The 
approach to determining the Facility’s cost to charge must be reasonable and justifiable as an 
EVC for a BESS Facility’s charge offers. 
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A BESS Facility looking to maximise its profits will generally seek to charge when electricity 
prices are low, and discharge, provide FCESS or preserve stored energy when the expected 
future value of doing so is higher. A BESS Facility’s willingness to pay to charge can reflect 
the expected future value of stored energy, including future energy market opportunities, 
FCESS opportunities and reserve capacity obligations, less costs such as efficiency losses, 
cycling and degradation costs. This means that calculating the appropriate EVC for charging 
may be more complex than calculating the expected cost of the energy used to charge the 
BESS Facility.  

We are assessing the appropriate construction of BESS Facility’s charge offers to ensure 
compliance with the EVC requirements in the ESM Rules. This assessment will include how 
the BESS Facility’s willingness to pay for energy to charge interacts with the costs that a BESS 
Facility expects to incur to charge, and how this is incorporated into the BESS Facility’s EVC 
for charging. 

Once a BESS Facility has charged, that charging cost is sunk and does not form part of the 
EVC of that BESS Facility’s discharge offers. Future discharge offers should therefore be 
based on the forward-looking opportunity cost of using or preserving stored energy, rather 
than on recovering the historical cost of charging. This reflects that, while charging and 
subsequent discharging are operationally linked over time, the market circumstances relevant 
to each decision may differ, so the opportunity cost and the EVC of charging may be distinct 
from the opportunity cost and EVC of discharging and should be assessed separately. 

ESROIs and reserve capacity forced outage refunds 

The interaction between EVC and capacity obligations presents another offer construction 
challenge for BESS Facilities. A BESS Facility's ability to meet its future ESROI obligations 
depends on maintaining sufficient stored energy before the ESROI period begins. As a result, 
current charging and discharging decisions may be influenced by the need to acquire or 
preserve energy for future ESROIs. 

ESROIs are intended to ensure that capacity credited Facilities are available during periods 
when the power system is under stress and energy is most valuable. Reserve capacity forced 
outage refunds create a financial incentive for Facilities to remain capable of meeting their 
obligations during these periods. 

The ERA is considering whether expected reserve capacity forced outage refunds should 
influence the construction of charge or discharge offers where those offers are directed 
towards maintaining the Facility's ability to meet its ESROI obligations: 

• Discharging: A BESS Facility that enters an ESROI period without sufficient stored 
energy may seek to preserve charge by reducing discharge before the ESROI period 
ends. Reflecting expected reserve capacity forced outage refunds in discharge EVC 
would increase the value of preserving stored energy for future ESROI obligations. This 
may improve the likelihood that the Facility remains available during periods of system 
stress (i.e. ESROIs). However, reserve capacity forced outage refunds are also intended 
to create a financial incentive for Facilities to maintain sufficient stored energy and 
remain capable of meeting their obligations. Allowing expected refund costs to be 
reflected in discharge EVC may reduce the strength of that incentive by enabling a 
Facility to recover the financial consequences of insufficient stored energy through 
higher market prices rather than bearing those costs itself. 

• Charging: In the context of charging, a BESS Facility approaching an ESROI period 
faces competing incentives. It will generally seek to charge at low prices to maximise 
future arbitrage opportunities, while also ensuring it has sufficient stored energy to meet 
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its future ESROI obligations. If a charging offer is not priced high enough, the Facility 
may not be dispatched by the WEM Dispatch Engine to charge, and could enter the 
ESROI period with insufficient stored energy. Reflecting expected reserve capacity 
forced outage refunds in charging EVC would increase the value of charging before the 
ESROI period and may increase the price a Facility is willing to pay to secure energy. 
This may improve the likelihood that the Facility remains available throughout the ESROI 
period, supporting system security objectives. However, it may also increase market 
prices before an ESROI period and allow costs associated with the risk of non-
compliance to be reflected in market prices. This raises questions about the extent to 
which the financial consequences of a BESS Facility maintaining insufficient stored 
energy should remain with the Market Participant itself, given reserve capacity refunds 
are intended to incentivise availability during periods of system stress. Similar 
considerations regarding the value of charging to meet future obligations may arise 
where a BESS Facility is responding to an AEMO direction to charge in preparation for a 
system stress event (see section 5.1.4). 

These issues are becoming increasingly relevant as BESS Facilities play a larger role in the 
operation of the WEM. This review provides an opportunity to consider how the OCG’s 
principles apply to charging behaviour, opportunity cost, energy storage decisions and 
participation across multiple markets. 

5.1.2 Rebidding or frequent changes to Market Participants’ 
BESS Facility offers  

As BESS Facilities can rapidly change their operating mode, state of charge and Market 
Service capability, their Price Offers and quantities may change more frequently and by larger 
amounts than those of other Facilities. For the purpose of this section, frequent updates to 
Price Offers and quantities are referred to as ‘rebidding’. 

The ERA acknowledges that a BESS Facility's EVC, including its opportunity cost, may change 
over time as its state of charge changes and as new information becomes available about 
expected market conditions, FCESS opportunities, dispatch outcomes or operating 
constraints. Accordingly, a Market Participant’s BESS Facility Price Offers may also change 
over time. The fact that a Market Participant with a BESS Facility changes its offers frequently 
does not, of itself, indicate that the offers are inconsistent with the OCG or the ESM Rules. 

As discussed in the previous section, the opportunity cost for a BESS Facility is inter-temporal 
and depends on expectations about future market opportunities. This raises questions about 
when changes in expected market conditions are sufficient to justify a revised assessment of 
EVC and, consequently, a change in Price Offers. 

However, frequent changes to offers do not remove the need for each offer to be consistent 
with the OCG and ESM Rules at the time the offer is made. Where a Market Participant with 
a BESS Facility uses a particular method to estimate its EVC, including its opportunity cost, 
that method must be one that a reasonable Market Participant would apply in the 
circumstances, having regard to the information known, or that ought reasonably to have been 
known, at the time. It should also be consistently applied, objectively justifiable and capable 
of independent verification. 

The ERA assesses Market Participants’ BESS Facility offers, including those based on 
opportunity cost, under the same framework that applies to other Price Offers. The 
assessment includes whether a Market Participant can demonstrate that its offer construction 
method, including any opportunity cost assumptions, is objectively justifiable and supported 
by a reasonable expectation of market conditions. Whether an offer gives rise to an Irregular 
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Price Offer or inefficient market outcomes depends on the facts of the particular case, 
including the resulting market impact and supporting evidence. 

Frequent changes to Market Participants’ offers may also raise concerns under the ESM Rules 
and the TCG, which prohibit behaviour that manipulates or distorts market prices, results in 
inefficient market outcomes, or cannot be supported by an objectively justifiable offer 
construction approach. 

5.1.3 BESS Facility offers  

The ERA is also considering whether additional guidance is required where Market 
Participants make BESS charging offers under the influence of Portfolio-level incentives rather 
than the efficient operation of the BESS Facility itself. 

For example, a Market Participant with both BESS and generation assets may have an 
incentive – where it may be commercially rational at a Portfolio-level – to submit high-priced 
charging offers that increase market prices, even where those offers are not justified by the 
BESS Facility's own costs, opportunity costs or operating requirements.  

We assess Facilities individually based on their own EVC (including opportunity cost); portfolio 
benefits are not a factor in calculating a Facility’s EVC. We have not identified any reason that 
a BESS Facility should be treated differently to other Facility types in regard to whether 
portfolio benefits can be a consideration when making Price Offers.  

As with rebidding, portfolio-based behaviour may also raise concerns under the ESM Rules 
and the TCG. 

5.1.4 BESS Facility offers after an AEMO direction  

Market Participants have raised questions through the Capability Class 2 Technologies 
Review Working Group regarding how a proposed state of charge mandate for BESS Facilities 
would interact with the offer construction principles in the OCG.9 In particular, stakeholders 
have queried whether costs incurred as a result of an AEMO direction to charge in anticipation 
of a system stress event can be reflected in subsequent Price Offers as part of a BESS 
Facility's EVC. 

At the Market Advisory Committee’s meeting on 30 July 2026, Energy Policy WA provided a 
draft consultation paper that sets out the proposal for ESM Rule changes and the associated 
options regarding AEMO directions for battery fleet charge levels when there is a likely system 
stress event.10 EPWA subsequently published the consultation paper on 4 August 2026.11 

The guidance in the current OCG states that once a BESS Facility has charged, those costs 
are sunk and cannot be included in a battery’s future price offers.12 This principle applies 
regardless of whether the charging occurred through the BESS Facility’s commercial 

 
9  Energy Policy WA, Capability Class 2 Technologies Review Working Group, 23 April 2026, Meeting Papers 

and Minutes, (online). 
10  Energy Policy WA, Market Advisory Committee, 30 July 2026, Meeting Papers and Minutes, Item 6(e) 

(online). 
11  Energy Policy WA, Capabilities Class 2 technologies Review: Consultation paper (online). 
12  Economic Regulation Authority, 2025, Offer Construction Guideline, Effective 1 February 2025, page 33-34 

(online). 

https://www.wa.gov.au/government/document-collections/capability-class-2-technologies-review-working-group
https://www.wa.gov.au/system/files/2026-07/mac-30-july-2026-meeting-papers.pdf
https://www.wa.gov.au/system/files/2026-08/cc2t_review_-_consultation_paper_1.pdf
https://www.erawa.com.au/sites/default/files/24549/wem-offer-construction-guidelines-clean-version.PDF
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operations or under a direction by AEMO. This approach promotes consistency with the 
current ESM Rules and avoids inefficient pricing outcomes.13  

We will incorporate the impact of any rule changes related to this issue as we update the OCG. 

5.2 FCESS CRR runway costs 

In the final report for the current OCG in January 2025, we committed to review the recovery 
of Frequency Co-optimised Essential System Services (FCESS) Contingency Reserve Raise 
(CRR)14 runway costs in Price Offers. FCESS runway costs are costs incurred as a 
consequence of creating contingency risk within the power system. These costs are allocated, 
via a runway method,15 to Market Participants that cause CRR services to be procured by the 
market.  

The OCG currently permits recovery of FCESS CRR runway costs in Price Offers. 

The ERA notes stakeholder submissions previously received on this matter. Most of the 
submissions supported retaining recovery of FCESS CRR runway costs, citing substantial 
impacts on Market Participants’ profitability in exchange for uncertain efficiency gains. 
However, the Expert Consumer Panel supported the exclusion on the basis that it provides a 
cost signal for large generators to design their Facilities to limit the contingency size they 
create.16 

The key issue under review was whether FCESS CRR runway costs are properly 
characterised as EVCs of providing the relevant service. We consider FCESS CRR runways 
costs should remain recoverable as they: 

• Vary with production, and 

• Are imposed on the Market Participant when the Facility runs, making them unavoidable 
and efficient assuming calculated correctly. 

On this basis, the ERA proposes to retain the current position in the OCG. 

5.3 Improvements to structure and readability 

The ERA will update the OCG to improve usability for Market Participants by making the 
document easier to navigate, reducing duplication, and ensuring references and terminology 
are consistent with the current ESM Rules. The stylistic changes will include:  

• Reviewing and re-ordering sections so key concepts (Economic Price Offer, efficient 
variable costs, opportunity costs, evidence expectations) are introduced before detailed 
application. 

 
13  Ibid. 
14  CRR services operate during times of significant loss of generation to restore frequency in the South West 

Connected System. 
15  The runway method means that costs are allocated in proportion to the contribution of the relevant Market 

Participants in creating the CRR requirement, i.e. large generators that pose greater risks to system security 
are allocated higher FCESS CRR runway costs. 

16  We published all stakeholder submissions from this review (online). 

https://www.erawa.com.au/markets/wholesale-electricity-market-effectiveness-reports/monitoring-the-new-wem
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• Aligning terminology, clause references and definitions to the current ESM Rules, and 
removing/flagging any superseded references. 

• Improving navigation and readability, with clearer headings and consistent numbering. 

• Standardising presentation of examples (consistent format, assumptions, and worked 
steps). 

• Clarifying what evidence/records Market Participants should retain to demonstrate 
compliance. 

• Providing additional examples, where relevant, of compliant and non-compliant offers. 

5.4 Trading Conduct Guideline 

The TCG provides guidance on how the ERA will assess conduct that may breach ESM Rules’ 
clause 2.16A.3, including conduct that is: 

• false, misleading or deceptive, or likely to mislead or deceive 

• fraudulent, dishonest or in bad faith 

• has the purpose, or has or is likely to have the effect, of distorting or manipulating prices 
in the Wholesale Electricity Market.17 

We invite and will consider stakeholder submissions on potential updates to the TCG. 

 
17  Electricity System and Market Rules (WA), 1 July 2026, clause 2.16D.1(b), (online). 

https://www.wa.gov.au/system/files/2026-06/electricity_system_and_market_rules_1_july_2026.pdf
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