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Introduction

Clause 2.5.1 of the Wholesale Electricity Market Rules (Market Rules) provides that any person (including the Independent Market Operator (IMO)) may make a Rule Change Proposal by completing a Rule Change Proposal Form that must be submitted to the IMO.  

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

Independent Market Operator

Attn: Troy Forward, Manager Market Development and System Capacity

PO Box 7096

Cloisters Square, Perth, WA 6850

Fax: (08) 9254 4399

Email: market.development@imowa.com.au

The IMO will assess the proposal and, within 5 Business Days of receiving this Rule Change Proposal form, will notify you whether the Rule Change Proposal will be progressed further.  

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

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

(b)
to encourage competition among generators and retailers in the South West interconnected system, including by facilitating efficient entry of new competitors;

(c)
to avoid discrimination in that market against particular energy options and technologies, including sustainable energy options and technologies such as those that make use of renewable resources or that reduce overall greenhouse gas emissions;

(d)
to minimise the long-term cost of electricity supplied to customers from the South West interconnected system; and

(e)
to encourage the taking of measures to manage the amount of electricity used and when it is used.

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

Background

The Reserve Capacity Requirement is used by the IMO to perform some key functions such as:
· procuring Capacity Credits equal to the Reserve Capacity Requirement; and
· determining the Individual Reserve Capacity Requirement (IRCR) for each Market Customer.
The Reserve Capacity Requirement (RCR) for the relevant Capacity Year is the Reserve Capacity Target as reported in the Statement of Opportunities (SOO) Report.  The setting of RCR values by the SOO is outlined in Market Rule clause 4.6.1.  The SOO can be found on the IMO website: 
http://www.imowa.com.au/soo  
In brief, in 2007, for the 2009/2010 Capacity Year, the Reserve Capacity Requirement is set at the Reserve Capacity Target of 4,609MW (as required by clause 4.6.1).  In 2009, the Reserve Capacity Requirement for 2009/2010 Capacity Year remains at 4609MW however the Reserve Capacity Target has changed to 4623MW.

The total Individual Reserve Capacity Requirement (IRCR) is the sum of the Intermittent Load Reserve Capacity Requirement (ILRCR), the Non-Temperature Dependent Load Reserve Capacity Requirement (NTDLRCR) and the Temperature Dependent Load Reserve Capacity Requirement (TDLRCR).  
The sum of the ILRCR, NTDLRCR and TDLRCR will equal the Reserve Capacity Requirement. The value of new meters is then added to this. Each Market Customer’s IRCR is then scaled down so the sum of IRCRs is equal to the Reserve Capacity Requirement.

For an Intermittent Load, the IRCR is based on the facility’s nominated capacity requirement which contributes to the reserve margin (excess capacity above the forecast load to meet the security and reliability criteria for the SWIS).  The Intermittent Load has the ability to generate power for its own load and it only draws power from the network to supplement a shortfall from its own energy generation.  Intermittent Loads are afforded additional power security and reliability by being connected to the network, and therefore are required to contribute towards the payment for reserve margin.

Appendix 4A outlines the method used to determine an Intermittent Load’s IRCR. 

Appendix 5 outlines the method used to determine the IRCR for all other loads.

This Rule Change Proposal focuses on the calculation used to determine an Intermittent Load’s IRCR.

Issue

Appendix 4A specifies that the reserve margin for Intermittent Loads is determined using the Reserve Capacity Target and the corresponding expected peak demand. The IMO contends that this is incorrect because, after the Reserve Capacity Requirement is set for the relevant year (year 3 of the Reserve Capacity Cycle), the Reserve Capacity Target is updated in subsequent years.  Consequently, this incorrectly changes the reserve margin values used to determine IRCR for Intermittent Loads (ILRCR) for the relevant year. 
Moreover, Temperature Dependent Loads (TDL) and Non-Temperature Dependent Loads (NTDL) use the value of Reserve Capacity Requirement (not the Reserve Capacity Target) to determine their IRCR.
To illustrate this issue, the following example determines the IRCR values for an Intermittent Load for the 2009/10 Capacity Year when the SOO is released in the years of 2007 and 2009.  It also provides a comparison between the current Market Rules definition and proposed amendments.  The differences in the comparison are the input values (in bold) used to determine the IRCR values.  
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In the above example, the current Market Rules definition uses the Reserve Capacity Target and its corresponding peak demand for the 2009/10 Capacity Year to determine the IRCR for an Intermittent Load.  These values are different in the 2007 and 2009 SOO documents.  This effectively changes the reserve margin values for the Intermittent Load for the 2009/10 Capacity Year and hence changes the IRCR for the Intermittent Load.  
With the proposed amendments, the Reserve Capacity Requirement and its corresponding peak demand do not change for the 2009/10 Capacity Year.  Hence the reserve margin values for the Intermittent Load remain the same for the 2009/10 Capacity Year in 2007 and 2009.  In this example, the Reserve Capacity Requirement for the 2009/10 Capacity Year equals the Reserve Capacity Target set in the SOO in 2007.
The IMO submits that the reserve margin values determined for the 2009/10 Capacity Year for Intermittent Loads should be the same in 2007 and 2009.  
The IMO considers that the current Market Rules definition introduces an inconsistency in the way IRCR obligations are placed on Market Customers with Intermittent Loads when compared with Market Customers with Temperature Dependent Loads and Non-Temperature Dependent Loads.
Furthermore, the IMO notes that, because the Reserve Capacity Target is set partway through the Reserve Capacity Year, the IRCR value for Intermittent Loads will also change partway through the Reserve Capacity Year which is not the intention.  After the Reserve Capacity Requirement is set for Intermittent Loads for a Capacity Year, the reserve margin values should not change for that Capacity Year.
Appendix 5 stipulates that the Reserve Capacity Requirement should be used to determine the IRCR for all other types of loads.  

Proposal

The IMO proposes that Appendix 4A should determine the reserve margin by using the values of Reserve Capacity Requirement and the corresponding expected peak demand.
The IMO considers that this change will ensure that Market Rules definition of IRCR for Intermittent Loads is determined in a manner consistent with that for other loads.
2. Explain the reason for the degree of urgency:

The IMO submits that this rule change be progressed by the Standard Rule Change Process.
3. Provide any proposed specific changes to particular Rules: (for clarity, please use the current wording of the Rules and place a strikethrough where words are deleted and underline words added) 
Appendix 4A: Intermittent Load Individual Reserve Capacity Requirements

This Appendix describes how Individual Reserve Capacity Requirements are derived for Intermittent Loads.

Define:

· MaxL(k) is the nominated load level for Intermittent Load k as specified in clause 4.28.8(c); 

· RM is the reserve margin for the Reserve Capacity Cycle defined as negative one plus the ratio of the Reserve Capacity Requirement Target for the relevant Capacity Year as described in clause 4.6.1 4.5.10(b)(i) and the expected peak demand for the relevant Capacity Year as described in clause 4.6.2 4.5.10(b)(ii);

Calculate Req(k), which equals MaxL(k) multiplied by RM.

When setting the Intermittent Load Reserve Capacity Requirements in accordance with clause 4.28.7A:

…

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

The IMO considers that the proposed changes, which will improve the integrity of the Market Rules, are consistent with the operation of the Wholesale Market Objectives. 

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

Costs:

No costs associated with implementing these proposed changes have been identified.

Benefits:

The proposed changes will improve the consistency, integrity and fairness of the Market Rules and are consistent with the Wholesale Market Objectives, as indicated in section 4 of this proposal.

