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Introduction

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

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

Independent Market Operator

Attn: Manager Market Development and System Capacity
PO Box 7096

Cloisters Square, Perth, WA 6850

Fax: (08) 9254 4339

Email: market.development@imowa.com.au

The Independent Market Operator 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 further progressed. 

In order for the proposal to be progressed, all fields below must be completed and the 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 the number of Capacity Credits that the IMO is trying to obtain for each Capacity Year. Its objective is to ensure that there is enough generation and Demand Side Management to provide for the forecast peak total load on the South West interconnected system (SWIS), plus a margin for contingencies.

A Market Customer’s Individual Reserve Capacity Requirement (IRCR) is its share of the total Reserve Capacity Requirement, and reflects its contribution to peak load.

Appendix 5 of the Wholesale Electricity Market Rules (Market Rules) sets out the method by which IRCRs are calculated. In Step 1, the 12 peak Trading Intervals of the preceding Hot Season are identified. These are the three highest-demand Trading Intervals during each of the four highest-demand days. Subsequent steps use Market Customers’ metered consumption during these 12 Trading Intervals (and other data) to calculate IRCRs.
Issue 
Step 1 of Appendix 5 refers simply to “days”, which clause 1.4.1(b) requires be taken to mean calendar days. This is inconsistent with other references in Appendix 5 (and in the Market Rules generally), which specify Trading Days. 
Proposed Solution

The IMO considers that it would be preferable for Step 1 of Appendix 5 to specify that Trading Days are to be used.  This change would eliminate any ambiguity and would achieve greater consistency within the Market Rules.

Effect of the Proposed Change
The IMO has examined data on total demand in the SWIS by Trading Interval for the last three Hot Seasons. It found that, in 2006-07 and 2008-09, the four highest-demand Trading Days coincided with the four highest-demand calendar days, so the proposed change would not have affected the calculation of IRCRs for the Reserve Capacity Cycles following those Hot Seasons.
The following chart shows the 20 highest-demand days of the 2008-09 Hot Season. There is a strong correlation between calendar day order and Trading Day order; in particular, the ranks of the first four days are the same regardless of whether defined by calendar day or by Trading Day.
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In 2007-08, the three highest-demand Trading Days coincided with the three highest-demand calendar days. The fourth-highest Trading Day (4 February 2008) and the fourth-highest calendar day (6 February 2008) had load profiles that were almost identical during the Peak Trading Intervals; the main difference between these two days occurred during the Off-Peak Trading Intervals. Therefore any given Market Customer’s consumption during the three highest-demand Trading Intervals probably did not differ greatly between those two days, so the proposed change would have had minimal effect on the IRCR calculation.
Steps 2 and 3 of Appendix 5 stipulate that a Market Customer’s median consumption during the 12 peak Trading Intervals is to be used in the IRCR formula. Using the median (instead of the mean, for example) makes it less likely that any change in the identity of the four highest-demand days will result in a change in an IRCR.
To illustrate this, suppose that the change from calendar days to Trading Days causes a change in the identity of one of the four highest-demand days (as would have happened in 2007-08 – 4 February 2008 would have replaced 6 February 2008). As a result, three Trading Intervals would be dropped from the group of 12 and would be replaced by three others. It is possible (and indeed quite likely) that a Market Customer’s consumption during the outgoing and incoming Trading Intervals is lower than that during most of the nine other Trading Intervals in the group. That is, the outgoing and incoming values may all lie in the bottom half of the rank order. Now, the median of a group of numbers is the one that lies in the middle when they are sorted by size. It does not matter how small the small numbers are, only that they are smaller than the middle number. Therefore replacing some small numbers with some other small numbers will not change the value of the median.

2. Explain the reason for the degree of urgency:

The IMO proposes to progress this Rule Change using the Fast Track Rule Change Process. Clause 2.5.9(a) of the Market Rules allows the IMO to do so if the change “is of a minor or procedural nature”. As noted above, the historical data show that it is unlikely that the change will actually affect the outcome of the IRCR calculation process. Therefore, the IMO considers that the Rule Change Proposal is minor in nature.
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 5: Individual Reserve Capacity Requirements

…

STEP 1: Define the 12 peak Trading Intervals during the Hot Season preceding the initial calculation of Individual Reserve Capacity Requirements for a Reserve Capacity Cycle (the “preceding Hot Season”) as corresponding to the 3 highest demand Trading Intervals on each of the 4 daysTrading Days with the highest daily demand, where demand refers to total demand, net of embedded generation, in the SWIS.
…
4. Describe how the proposed Market Rule change would allow the Market Rules to better address the Wholesale Market Objectives:

It is confusing to have some Market Rules use calendar days while others use Trading Days. The proposed change will improve the consistency of the Market Rules, which will make them more readily understood by both current and potential entrants to the market. The IMO considers that the Rule Change Proposal advances Wholesale Market Objective (b), while remaining consistent with the other Wholesale Market Objectives.
5. Provide any identifiable costs and benefits of the change:

The proposed change will impose no costs on any Market Participant other than the IMO. The cost of making the necessary changes to IT systems is expected to be minor.
The benefits of the change consist primarily of greater clarity and simplicity within the Market Rules.

