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Disclaimer

This version of the Wholesale Electricity Market Rules reflects the 5 October 2004 Gazetted
Wholesale Electricity Market Rules modified to include changes gazetted on

9 September 2005, 25 October 2005 (including changes to the Top and Spill Rules of
Appendix 8), and 31 March 2006. Thisversion is provided for information on the proposed
amendments only and has no legal standing. The Office of Energy disclaims any
responsibility for any liability arising from any act done or omission made in reliance on this
version of the Wholesale Electricity Market Rules.

For the version of the Wholesale Electricity Market Rules that is currently in force under the
Electricity Industry (Wholesale Electricity Market) Regulations 2004 please refer to the
Wholesale Electricity Market Rules and any subsequent amendments gazetted in the Western
Australia Government Gazette.

Note
Changes made between the version of the Wholesale Electricity Market Rules gazetted on 5

October 2004 and Version 2.2 (inclusive) are shaded grey. Additional changes made to this
Version 2.3 relative to Version 2.2 are shaded light blue.
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Chapter 1

1. Introduction
The Market Rules

1.1. Authority of Market Rules

1.1.1. These are the market rules made under the Regulations and contemplated by
section 123 of the Electricity Industry Act 2004 (“Electricity Industry Act”).

Note: due to the scheme of the legislation the rules will have to be consistent with the
regulations contemplated by section 122 of the Electricity Industry Act, when made

1.1.2. These Market Rules govern the market and the operation of the South West
interconnected system, including the wholesale sale and purchase of electricity,
Reserve Capacity, and Ancillary Services.

1.2. Objectives

1.2.1. 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.

Conventions
1.3. Electricity Industry Act and Regulations

1.3.1. A word or phrase defined in the Electricity Industry Act or the Regulations has the
same meaning when used in these Market Rules.

1.4. Other rules of interpretation

1.4.1. Inthese Market Rules, unless the contrary intention appears:
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(@)

(b)
()

(d)

(e)
(f)

(9

(h)

(i)

()

(k)

()

(m)

(Glossary): a word or phrase listed in the Glossary in Chapter 11 has the has
the meaning given in the Glossary;

(day): a day means a calendar day;

(business day): a business day means a day that is not a Saturday, Sunday
or a public holiday throughout Western Australia;

(singular and plural): the singular includes the plural and the plural includes
the singular;

(gender): a reference to a gender includes any gender;

(headings): headings (including those in brackets at the beginning of
paragraphs) are for convenience only and do not affect the interpretation of
these Market Rules;

(persons): a reference to a person includes an individual, a firm, a body
corporate, a partnership, a joint venture, an unincorporated body or
association, or any government agency;,

(things): a reference to any thing (including any amount) is a reference to the
whole and each part of it;

(clauses etc): a reference to a clause, chapter, annexure or schedule is a
reference to a clause or chapter in or annexure or schedule to the Market
Rules;

(statutes etc): a reference to a statute, ordinance, code or other law includes
regulations and other instruments under it and consolidations, amendments,
re-enactments or replacements of any of them;

(variations): a reference to a document (including the Market Rules) includes
any variation or replacement of it;

(other parts of speech): other parts of speech and grammatical forms of a
word or phrase defined in the Glossary in chapter 11 have a corresponding
meaning;

(appointments): where these Market Rules confer a power on a person to
make an appointment to a position, the person also has the power:

i. to specify the period for which any person appointed in exercise of the
power (“appointee”) holds the position;

ii. to remove or suspend an appointee and to reappoint or reinstate an
appointee; and

iil. where an appointee is suspended or is unable, or expected to become
unable, for any other cause to perform the functions of the position, to
appoint a person to act temporarily in place of the appointee during
the period of suspension or other inability;
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(n)

(0)

(P

(@)

()

(amendments): if the IMO or System Management has the power to make,
prescribe, determine, compile, establish or develop a document, instrument,
matter or thing, then the IMO or System Management also has the power to
amend, replace or revoke the whole or part of that document, instrument,
matter or thing exercisable in like manner and subject to like conditions (if

any);

(functions): “function” includes function, power, duty, responsibility and
authority;

(include or including): the words “include” or “including” are not used as, nor
are they to be interpreted as, words of limitation, and, when introducing an
example, do not limit the meaning of the words to which the example relates;

(Loss Factor adjusted): In these Market Rules, “Loss Factor adjusted” in
respect of a quantity of electricity means that the quantity must be multiplied
by any applicable Loss Factor; and

(Headings and comments): headings and comments appearing in boxes in
these Market Rules (other than the Refund Table in clause 4.26) are for
convenience only and do not affect the interpretation of these Market Rules.

1.4.2. Inthese Market Rules, unless the contrary intention appears, any notice or
confirmation required to be issued by the IMO may be issued by an automated
software system employed by the IMO.

1.5. Subservient Documents

1.5.1. The following documents are subservient to the rules:

(@)
(b)

Market Procedures; and

any other document or instrument issued, made or given by the IMO under
the Market Rules.

Forms required for the submission of information to the IMO and System Management
should be part of Market Procedures.

1.5.2. In the event of conflict between the Market Rules and other documents, then the
order of precedence is to be, in the following order:

(@)
(b)
()
(d)
(e)

the Electricity Industry Act;
the Regulations;

the Market Rules;

the Market Procedures; and

any other document or instrument issued, made or given by the IMO under
the Market Rules.
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1.5.3. If a provision of a document which is higher in the order of precedence (in this clause
called the “higher provision”) is inconsistent with a provision of a document which is
lower in the order of precedence, then the higher provision prevails, but only to the
extent of the inconsistency.

1.6. Notices

1.6.1. The IMO must develop a Market Procedure which sets out the method by which
notices and communications required under, contemplated by or relating to, these
Market Rules are to be given to or by the IMO.

1.7. Publication

1.7.1. Where the IMO is required by these Market Rules to publish or release a document
or information, then the IMO must make that document or information available on
the Market Web Site, in a place which is generally accessible by members of the
class of persons entitled to access that document or information given the IMO’s
determination of its confidentiality status in accordance with clause 10.2.

Staging
1.8. Staging of the Market Rules

1.8.1. Subject to clause 1.8.2, a provision of the Market Rules commences at the time fixed
by the Minister.

1.8.2. Chapter 1, Chapter 4, Chapter 11 and Appendix 8 commence when these Market
Rules are made.

1.8.3. The Minister may fix different times for different provisions of these Market Rules
under clause 1.8.1.

1.8.4. The Minister must publish notice of the commencement time fixed for a provision
under clause 1.8.1 in the Government Gazette.

1.8.5. Unitil such time as clauses 2.4 to 2.11 take effect, the Minister may develop, maintain
and make Amending Rules, and develop, formulate and publish Market Procedures
in accordance with the Regulations.

1.8.6. To avoid doubt, and without limiting the foregoing, where a word or phrase listed in
the Glossary in Chapter 11 is defined by reference to a provision of these Market
Rules, regard should be had to that provision for the purposes of determining the
meaning of that word or phrase, even though the provision has not yet commenced.

The following table is intended to provide a very provisional non-binding indication as to
when rules might be brought into effect. The table only considers second level headings,
whereas some lower level clauses may have further timing restrictions placed on them.
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This table is provided only for ease of reference and does not affect the time from which a
provision of the Market Rules becomes effective in accordance with clause 1.8.

1.9.

1.9.1.

1.9.2.

1.9.3.

1.9.4.

Chapter Date Clause
1 - Introduction 5 Oct 2004 Entire Chapter
2 - Administration 4 Jan 2005 2.1,2.2,212
2.17t0 2.23
2.2810 2.34
1 Jul 2006 Entire Chapter

3 — Power System Security and | 1 Jul 2006 Entire Chapter

Reliability
4 — Reserve Capacity Rules 5 Oct 2004 Entire Chapter
5 — Network Control Service 1 Jul 2006 Entire Chapter

Procurement
6 — The Energy Market 1 Jul 2006 Entire Chapter
7 - Dispatch 1 Jul 2006 Entire Chapter
8 — Wholesale Market Metering 1 Jul 2006 Entire Chapter
9 - Settlement 1 Jul 2006 Entire Chapter
10- Release of Market 4 Jan 2005 Parts of Chapter

Information

1 Jul 2006 Entire Chapter
11 - Glossary 5 Oct 2004 Entire Chapter
Transition

The Minister may perform any of the functions of the IMO under, or obligations
imposed on the IMO by, clauses 4.2, 4.3 and 4.4 in respect of the first Reserve
Capacity Cycle.

Until the IMO is established, the Minister may perform any of the other functions of
the IMO under, or obligations imposed on the IMO by, these Market Rules in
accordance with the Regulations.

Where the IMO or the Minister:

(@) takes any action to enable the IMO to perform functions under, or obligations
imposed by, a provision of these Market Rules, before the provision
commences in anticipation of the provision commencing; and

(b) the action was taken so far as reasonably practicable in accordance with the
provision, as though the provision was in force at the time the action was
taken,

then, after the provision commences, the action is deemed to have been taken validly

in accordance with the provision.

Any action taken by the Minister under clause 1.9.1 or 1.9.2 is deemed to have been
taken by the IMO for the purposes of these Market Rules.
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1.9.5.

1.9.6.

1.9.7.

1.9.8.

1.9.9.

1.9.10.

1.9.11.

In making any determination or decision or taking any action under these Market
Rules, the IMO may rely on any action by the IMO or the Minister under clause 1.9.1
or1.9.2.

The IMO may treat any expression of interest, submission, application, approval,
statement or document (“the application”) made or given by a person to the IMO or
the Minister in anticipation of a provision of these Market Rules commencing as
having been made to the IMO after the relevant provision commences and the IMO
may take action under these Market Rules on the basis of the application or taking
into account the application.

For the purposes of Regulation 4(3), Appendix 8 of these Market Rules has effect
instead of the top-up and spill rules.

Where a word or a phrase is defined in Appendix 8 that word or phrase is defined for
the purposes of Appendix 8 only.

Where in Appendix 8 there is a reference to a rule, a clause, a chapter or an
appendix those references are confined to Appendix 8 only.

Appendix 8 ceases to have effect at Energy Market Commencement.

The following provisions relate to Outage Scheduling and are to cease to have effect
following Energy Market Commencement:

(a) This clause 1.9.11 is applicable to a Rule Participant’s transmission networks
and generation systems to which that Rule Participant anticipates clause
3.18.2(c) will apply upon registration of the facility or, in the case of a
generation system, upon the registration of an Intermittent Load to be
supplied by that facility.

(b) A Rule Participant owning or operating a facility to which (a) relates may
submit Outage Plans for such facility with System Management in accordance
with the Power System Operation Procedure as if clause 3.18.2(c) relates to
the facility.

() Where a Rule Participant submits an Outage Plan for a facility to System
Management in accordance with (b) and System Management is of a view
that after Energy Market Commencement the list described in clause
3.18.2(c) would be applicable to the facility then System Management must
process the Outage Plan in accordance with the Power System Operation
Procedure as if clause 3.18.2(c) relates to the facility.

(d) Where System Management has approved an Outage Plan for a facility in
accordance with (c) then that Outage Plan is to continue to apply to that
facility after it becomes a Registered Facility or, in the case of a generation
system, upon registration of an Intermittent Load to be supplied by that
facility.
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(e) Any Outage Plan approved in accordance with this clause 1.9.11 for a facility
is deemed to have been scheduled and approved in accordance with Chapter
3 once that facility becomes a Registered Facility or a generation system
serving an Intermittent Load.

1.9.12. Until three months after Energy Market Commencement the IMO or System

Management (as applicable) need take no action under clause 2.13 in respect of
suspected non-compliance by a Rule Participant where, in the view of the IMO or
System Management (as applicable), it would not be reasonable to expect the Rule
Participant to comply fully with the Market Rules because of restrictions in the timing
of events and the availability of data or system limitations where these restrictions or
limitations stem from the commissioning of the energy market, provided that the Rule
Participant employs reasonable endeavours to comply with the intent of the Market
Rules.
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2. Administration

Functions and Governance

2.1. Independent Market Operator

2.1.1. The Independent Market Operator, or IMO, is established under the Electricity
Industry (Independent Market Operator) Regulations 2004.

2.1.2. The functions of the IMO are:

(@)
(b)

()
(d)

(e)

(f)

(9
(h)
(i)
()
(k)

()

(m)

(n)

(0)

to administer these Market Rules;

to operate the Reserve Capacity mechanism, the Short Term Energy Market
and the balancing process;

to settle such transactions as it is required to under these Market Rules;

to carry out a Long Term PASA study and to publish the Statement of
Opportunities Report;

to administer tender processes for Network Control Services where required
by these Market Rules and to enter into Network Control Service Contracts;

to process applications for participation, and for the registration, de-
registration and transfer of facilities;

to release information required to be released by these Market Rules;
to publish information required to be published by these Market Rules;
to develop amendments to these Market Rules and replacements for them;

to develop Market Procedures, and amendments and replacements for them,
where required by these Market Rules;

to make available copies of the Market Rules and Market Procedures, as are
in force at the relevant time;

to monitor other Rule Participants’ compliance with the Market Rules, to
investigate potential breaches of the Market Rules, and if thought appropriate,
initiate enforcement action under the Regulations and these Market Rules;

to support the Economic Regulation Authority in its market surveillance role,
including providing any market related information required by the Economic
Regulation Authority;

to support the Economic Regulation Authority in its role of monitoring market
effectiveness, including providing any market related information required by
the Economic Regulation Authority; and

to carry out any other functions conferred, and perform any obligations
imposed, on it under these Market Rules.
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2.1.3.

2.2.

2.2.1.

2.2.2.

2.2.3.

The IM3O may delegate any of its functions under the Market Rules (other than the
power to do the things indicated as not able to be delegated in regulation 17(l) of the
Regulations) to a person or body of persons that is, in the IMO’s opinion, competent
to exercise the relevant functions. A function performed by a delegate is to be taken
to be performed by the IMO. A delegate performing a function under this clause
2.1.3 is to be taken to do so in accordance with the terms of the delegation unless
the contrary is shown.

System Management

The Electricity Networks Corporation, acting through the segregated business unit
known as System Management, has the function of operating the SWIS in a secure
and reliable manner for the purposes of regulation 13(1) of the Regulations.

The other functions of System Management in relation to the Wholesale Energy
Market are:

(@) to procure adequate Ancillary Services where the Electricity Generation
Corporation cannot meet the Ancillary Service Requirements;

(b) to assist the IMO in the processing of applications for participation and for the
registration, de-registration and transfer of facilities;

(c) to develop Market Procedures, and amendments and replacements for them,
where required by these Market Rules;

(d) to release information required to be released by these Market Rules;

(e) to monitor Rule Participants’ compliance with Market Rules relating to
dispatch and Power System Security and Power System Reliability; and

(f) to carry out any other functions or responsibilities conferred, and perform any
obligations imposed, on it under these Market Rules.

System Management may delegate any of its functions under the Market Rules
(other than the power to do the things indicated as not able to be delegated in the
Regulations) to a person or body of persons that is, in System Management'’s
opinion, competent to exercise the relevant functions. A function performed by a
delegate is to be taken to be performed by System Management. A delegate
performing a function under this clause 2.2.3. is to be taken to do so in accordance
with the terms of the delegation unless the contrary is shown.

System Management will be a ring-fenced business unit of the Electricity Networks
Corporation and will report to the Electricity Networks Corporation Board with regard to
performance against budgets and objectives, including its compliance with the Market Rules.
The Board will in turn report to the Shareholding Minister. System Management’s
compliance with the rules will be monitored by the IMO and breaches reported to the ERB,
and the IMO will report on System Management’s performance to the Minister.
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2.3. The Market Advisory Committee

2.3.1. The Market Advisory Committee is a committee of industry representatives convened
by the IMO:
(@) to advise the IMO regarding Rule Change Proposals;

(b) to advise the IMO and System Management regarding Procedure Change
Proposals; and

(c) to advise the IMO regarding market operation and SWIS operation matters.

Note that the MAC does not vote on issues — instead it is a forum for views to be heard and
advice to be offered to the IMO on rule and procedure changes and more generally on the
operation of the market.

2.3.2. The IMO must develop and publish a constitution for the Market Advisory Committee
detailing:

(@) the process for convening the Market Advisory Committee;
(b) the terms of reference of the Market Advisory Committee;
(c) the membership terms of Market Advisory Committee members;

(d) the process for appointing and replacing Market Advisory Committee
members by the IMO;

(e) the conduct of Market Advisory Committee meetings;
(f) the role of the Market Advisory Committee secretariat; and
(9) interaction between the Market Advisory Committee and the IMO.

2.3.3. The constitution of the Market Advisory Committee must be consistent with the
Market Rules.

2.3.4. The IMO must invite public submissions when developing or amending the
constitution of the Market Advisory Committee.
2.3.5. Subject to clause 2.3.13., the Market Advisory Committee must comprise:

(@) three members representing generators, of whom one must represent the
Electricity Generation Corporation;

(b) one member representing Contestable Customers;

(c) at least one and not more than two members representing Network
Operators, of whom one must represent the Electricity Networks Corporation;

(d) three members representing retailers, of whom one must represent the
Electricity Retail Corporation;

(e) one member nominated by the Minister to represent small consumers;
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2.3.6.

2.3.7.

2.3.8.

2.3.9.

2.3.10.

2.3.11.

2.3.12.

2.3.13.

2.3.14.

)] one member representing System Management;
(9) one member representing the IMO; and

(h) a chairperson of the Market Advisory Committee, who must be a
representative of the IMO.

The Minister may appoint a representative to attend Market Advisory Committee
meetings as an observer.

The Economic Regulation Authority may appoint a representative to attend Market
Advisory Committee meetings as an observer.

The IMO may appoint and remove members of the Market Advisory Committee.

The IMO must annually review the composition of the Market Advisory Committee
and may remove and appoint members following the review.

When appointing and removing members of the Market Advisory Committee, the IMO
must consult with, and take nominations from, industry groups that it considers
relevant to the wholesale electricity market, and, if practicable, must choose
members from persons nominated.

The IMO may remove a member of the Market Advisory Committee at any time in the
following circumstances:

(@) the person becomes an undischarged bankrupt;

(b) the person becomes of unsound mind or his or her estate is liable to be dealt
with in any way under law relating to mental health; or

(c) an event specified for this purpose in the constitution for the Market Advisory
Committee occurs; or

(d) in the IMQO'’s opinion the person no longer represents the person or class of
persons that they were appointed to represent in accordance with clause
2.3.5.

A member of the Market Advisory Committee may resign by giving notice to the IMO
in writing.

Where a position on the Market Advisory Committee is vacant at any time, the IMO
must make reasonable endeavours to appoint a person to fill the position, but the
Market Advisory Committee may continue to perform its functions under this clause
2.3 despite any vacancy.

The IMO must provide a secretariat for the Market Advisory Committee. The
secretariat must:

@) schedule meetings and maintain the diary of the Market Advisory Committee;
and

Version 2.3

11 3 April 2006



Chapter 2

(b) prepare and publish the minutes of each meeting of the Market Advisory
Committee.

2.3.15. The secretariat must convene the Market Advisory Committee:

(@) on any occasion where these Market Rules require a meeting to discuss a
Rule Change Proposal or Procedure Change Proposal;

(b) not less than once every six months so as to raise and discuss issues with
respect to the operation of the market; and

(c) on any occasion when two or more members of the Market Advisory
Committee have informed the secretariat in writing that they wish to bring a
matter regarding market operation or the operation of these Market Rules
before the Market Advisory Committee for discussion.

2.3.16. Subject to clause 10.2.4, the IMO must provide the members of the Market Advisory

Committee any information in its possession that is pertinent to the issues being
addressed by the Market Advisory Committee.

2.3.17. The Market Advisory Committee may nominate a Working Group comprised of

Representatives of Rule Participants to assist the Market Advisory Committee in
advising the IMO.

Market Documents

2.4.

2.4.1.

2.4.2.

2.4.3.

Market Rules

The IMO:
(@) is responsible for maintaining the Market Rules; and
(b) is responsible for ensuring the development of amendments of, and

replacements for, the Market Rules; and
(c) may make amending rules (as defined in the Regulations) (“Amending
Rules”) in accordance with this Chapter.

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.

In deciding whether or not to make Amending Rules, the IMO must have regard to
the following:

(@) any applicable policy direction given to the IMO under clause 2.5.2;

(b) the practicality and cost of implementing the Rule Change Proposal,

(c) the views expressed in any submissions on the Rule Change Proposal,
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2.4.4.

2.5.

2.5.1.

(d) the views expressed by the Market Advisory Committee where the Market
Advisory Committee met to consider the Rule Change Proposal; and

(e) any technical studies that the IMO considers are necessary to assist in
assessing the Rule Change Proposal.

The IMO must maintain on the Market Web Site a Rules Change Proposal form

which must include:

(@) contact details for proposing rule changes; and

(b) information that must be provided in proposing a change, including:

i. the name of the person submitting the Rule Change Proposal, and
where relevant, details of the organisation that person represents;

ii. the issue to be addressed;
iii. the degree of urgency of the proposed change;
iv. any proposed specific changes to particular rules;

V. a description of how the rule change would allow the Market Rules to
better address the Wholesale Market Objectives; and

Vi. any identifiable costs and benefits of the change.

Rule Change Proposals

Any person (including the IMO) may make a Rule Change Proposal by completing a
Rule Change Proposal form. A person other than the IMO must submit the
completed Rule Change Proposal form to the IMO.

This includes Rule Participants, the IMO, System Management, the public etc

2.5.2.

2.5.3.

25.4.

The Minister may give a policy direction to the IMO with respect to the development
of the market. A policy direction must not be inconsistent with the Wholesale Market
Objectives. Before giving a policy direction, the Minister may provide a draft of the
proposed policy direction to the IMO and seek the IMO’s views on it.

If the Minister gives a policy direction, the IMO must develop one or more Rule
Change Proposals implementing the policy direction and progress it using the rule
change process in this clause 2.5 and clauses 2.6 to 2.8.

Where the IMO considers that a change to the Market Rules is required to maintain
consistency with any applicable law or regulation or the Wholesale Market
Objectives, the IMO is responsible for developing an appropriate Rule Change
Proposal.
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2.5.5.

2.5.6.

2.5.7.

Where necessary, the IMO may contact the person submitting a Rule Change
Proposal and request clarification of any aspect of the Rule Change Proposal. Any
clarification received is to be deemed to be part of the Rule Change Proposal.

Within five Business Days of the later of:
(@) receiving the Rule Change Proposal; and
(b) any clarification under clause 2.5.5,

the IMO must notify the person who submitted the Rule Change Proposal whether or
not the IMO will progress the Rule Change Proposal any further.

When it has developed a Rule Change Proposal, or within seven Business Days of
receiving a Rule Change Proposal under clause 2.5.1, the IMO must publish notice of
the Rule Change Proposal on the Market Website. The notice must include:

(@) the date that the Rule Change Proposal was submitted, if applicable;

(b) the name, and where relevant, the organisation, of the person who made the
Rule Change Proposal;

(c) details of the Rule Change Proposal, including relevant references to clauses
of the Market Rules and any proposed specific changes to those clauses;

(d) the description of how the rule change would allow the Market Rules to better
address the Wholesale Market Objectives given by the person submitting the
proposed rule change;

(e) whether the Rule Change Proposal will be progressed and the reason why
the Rule Change Proposal will or will not be progressed; and

0] if the Rule Change Proposal will be progressed further:

i. whether the Rule Change Proposal is to be subject to the Fast Track
Rule Change Process in accordance with clause 2.5.9 and the
reasons for this decision;

ii. if the Rule Change Proposal is subject to the Fast Track Rule Change
process, and the Rule Change Proposal did not include proposed
specific changes to clauses, the IMO’s proposed Amending Rules to
implement the Rule Change Proposal; and

iii. if the Rule Change is not subject to the Fast Track Rule Change
process, a call for submissions in relation to the Rule Change
Proposal. The due date for submissions must be:

1. six weeks after the notification or, if that day is not a Business
Day, then the next Business Day following that six week
period; or

2. if a longer timeframe is determined in accordance with clause

2.5.10, at a time that is consistent with that timeframe.
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2.5.8.

2.5.9.

2.5.10.

2.5.11.

2.5.12.

2.5.13.

2.5.14.

2.5.15.

Where a Rule Change Proposal that will be progressed relates to a Protected
Provision the IMO must notify the Minister at the same time as it gives the notice
described in clause 2.5.7.

The IMO may subject a Rule Change Proposal to the Fast Track Rule Change
Process if, in its opinion, the Rule Change Proposal:

(@) is of a minor or procedural nature; or
(b) is required to correct a manifest error; or
(c) is urgently required and is essential for the safe, effective and reliable

operation of the market or the SWIS.

Subject to clause 2.5.12, the IMO may at any time after deciding to progress a Rule
Change Proposal decide to extend the normal timeframe for processing Rule Change
Proposals. If the IMO decides to do so, then it may modify the times and time
periods under clauses 2.6 or 2.7 in respect of the Rule Change Proposal and publish
details of the modified times and time periods.

If a Rule Change Proposal was subject to the Fast Track Rule Change Process, and
the IMO decides to extend the timeframe, it must either:

(@) extend the timeframe by no more than 15 Business Days; or

(b) reclassify the Rule Change Proposal as not being subject to the Fast Track

Rule Change Process, and must progress it in accordance with clause 2.7.

The IMO must publish a notice of an extension determined in accordance with clause
2.5.10, and must update any information already published in accordance with clause
2.5.7(F).

A notice of extension must include:

(@) the reasons for the proposed extension;

(b) the views of any Rule Participants consulted on the extension;

(c) the proposed length of any extension; and

(d) the proposed work program.

A Rule Change Proposal that the IMO decides is subject to the Fast Track Rule

Change Process is to be progressed in accordance with clause 2.6 and clause 2.7
does not apply.

A Rule Change Proposal that the IMO decides is not subject to the Fast Track Rule
Change Process is to be progressed in accordance with clause 2.7 and clause 2.6
does not apply.
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2.6. Fast Track Rule Change Process

2.6.1. Within five Business Days of publishing the notice referred to in clause 2.5.7, the IMO
must notify those Rule Participants that it considers have an interest in the Rule
Change Proposal of its intention to consult with them concerning the Rule Change
Proposal.

Note that the IMO has already published notice of the Rule Change Proposal in accordance
with clause 2.5.7, so participants other than those notified by the IMO under clause 2.6.1 can
also request that the IMO consult with them via clause 2.6.2.

2.6.2. Within five Business Days of publishing the notice referred to in clause 2.5.7, a Rule
Participant may notify the IMO that they wish to be consulted concerning the Rule
Change Proposal.

2.6.3. Within 15 Business Days of publishing the notice referred to in clause 2.5.7, the IMO
must have completed such consultation as the IMO considers appropriate in the
circumstances with the Rule Participants described in clauses 2.6.1 and 2.6.2.

2.6.4. Within 20 Business Days of publishing the notice referred to in clause 2.5.7, the IMO
must prepare and publish a Final Rule Change Report containing:
(a) the information in the notice of the Rule Change Proposal under clause 2.5.7;
(b) any analysis of the Rule Change Proposal that the IMO has carried out;
(c) the identities of Rule Participants that were consulted;

(d) information on any objections expressed by the Rule Participants consulted,
and the IMO’s response to the objections;

(e) the IMO’s assessment of the Rule Change Proposal in light of clauses 2.4.2
and 2.4.3;

(f) a decision by the IMO that:
i. the Rule Change Proposal be accepted in the proposed form; or
ii. the Rule Change Proposal be accepted in a modified form; or
iii. the Rule Change Proposal be rejected,;

(9) the IMO'’s reasons for the decision; and

(h) if the IMO decides to make Amending Rules arising from the Rule Change
Proposal:

i. the wording of the Amending Rules; and

ii. the proposed date and time that the Amending Rules will commence.
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2.7.

2.7.1.

2.7.2.

2.7.3.

2.7.4.

2.7.5.

2.7.6.

2.7.7.

Standard Rule Change Process

Any person may make a submission to the IMO relating to a Rule Change Proposal
within the time frame specified under clause 2.5.7(f)(iii).

Subject to clause 10.2.4, the IMO must release all information submitted under
clause 2.7.1 to the public.

The IMO may hold public forums or workshops concerning a Rule Change Proposal.

Within one Business Day after the publication of a notice of a Rule Change Proposal
in accordance with clause 2.5.7, the IMO must notify the members of the Market
Advisory Committee as to whether the IMO considers the Rules Change Proposal to
be significant enough to require convening a meeting of the Market Advisory
Committee.

The IMO must convene a meeting of the Market Advisory Committee concerning a
Rules Change Proposal before the due date for submissions in relation to the Rule
Change Proposal if:

(@) the IMO considers the Rule Change Proposal to be significant; or

(b) two or more members of the Market Advisory Committee have informed the
IMO in writing that they consider that the Rule Change Proposal is significant.

Within 20 Business Days following the close of submissions, the IMO must:

(@) prepare and publish a draft Rule Change Report on the Rule Change
Proposal; and

(b) publish a deadline for further submissions in relation to the Rule Change
Proposal, where that deadline must be at least 20 Business Days after the
date the deadline is published.

The draft Rule Change Report must contain:

(@) the information in the notice of the Rule Change Proposal under clause 2.5.7;

(b) all submissions received before the due date for submissions, a summary of
those submissions, and the IMO’s response to issues raised in those
submissions;

(c) a summary of any public forums or workshops held;

(d) a summary of the views expressed by the members of the Market Advisory
Committee where the Market Advisory Committee met to consider the Rule
Change Proposal,

(e) the IMO’s assessment of the Rule Change Proposal in light of clauses 2.4.2
and 2.4.3;
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)] a proposal as to whether the Rule Change Proposal should be accepted in
the form proposed. The proposal may be that:

i. the Rule Change Proposal be accepted in the proposed form; or
ii. the Rule Change Proposal be accepted in a modified form; or
iii. the Rule Change Proposal be rejected; and

(9) if the IMO proposes to make Amending Rules arising from the Rule Change
Proposal:

i. the wording of the proposed Amending Rules; and
ii. a proposed date and time the proposed Amending Rules will
commence.
2.7.8. Within 20 Business Days of the deadline specified under clause 2.7.6(b), the IMO
must prepare and publish a Final Rule Change Report containing:
(a) the information in the Draft Rule Change Report;

(b) all submissions received before the deadline for submissions specified in
relation to the relevant draft Rule Change Report under clause 2.7.6(b), a
summary of those submissions, and the IMO’s response to the issues raised
in those submissions;

(c) any further analysis or modification to the Rules Change Proposal,

(d) the IMO’s assessment of the Rule Change Proposal in light of clauses 2.4.2
and 2.4.3;

(e) a decision by the IMO that:
i. the Rule Change Proposal be accepted in the proposed form; or
ii. the Rule Change Proposal be accepted in a modified form; or
iii. the Rule Change Proposal be rejected,;

(f the IMO'’s reasons for the decision; and

(9) if the IMO decides to make Amending Rules arising from the Rule Change
Proposal:

i. the wording of the Amending Rules; and

ii. the proposed date and time that the Amending Rules will commence.

2.8. Review of IMO Rule Amendment Decisions, Ministerial Approval and
Coming into Force of Rule Amendments

It is proposed that Regulations will be made to give the Energy Review Board the powers
contemplated by this clause. This clause will reflect those regulations when made.
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2.8.1.

2.8.2.

2.8.3.

2.8.4.

2.8.5.

2.8.6.

2.8.7.

2.8.8.

A Rule Participant may apply to the Energy Review Board for a Procedural Review of
a decision by the IMO contemplated by clause 2.5.9, 2.6.4(f) or 2.7.8(e) within 10
Business Days of the relevant decision, on the grounds that the IMO has not followed
the rule change process set out in clauses 2.5, 2.6 and 2.7.

Following an application for a Procedural Review under clause 2.8.1, if the Energy
Review Board finds that the IMO has not followed the rule change process set out in
clauses 2.5, 2.6 and 2.7 the Energy Review Board may set aside the IMO’s decision
and direct the IMO to reconsider the relevant Code Change Proposal in accordance
with the process set out in clauses 2.5, 2.6 and 2.7.

The IMO must submit a Rule Change Proposal, together with the Final Rule Change
Report, to the Minister for approval where Amending Rules in the Final Rule Change
Report under clause 2.6.4 or 2.7.8 amend or replace a Protected Provision, or, in the
IMO'’s opinion, would have the effect of changing the meaning or effect of one or
more Protected Provisions.

Subject to clause 2.8.6, the Minister must consider the Rule Change Proposal within
20 Business Days and decide whether the Market Rules, as amended or replaced by
the proposed Amending Rules, are consistent with the Wholesale Market Objectives.

Where a Rule Change Proposal is submitted under clause 2.8.3, the Minister may:
(@) approve the proposed Amending Rules;
(b) not approve the proposed Amending Rules; or

(c) send back to the IMO the proposed Amending Rules with any revisions the
Minister considers are required to ensure the Market Rules, as amended or
replaced by the proposed Amending Rules, are consistent with the Wholesale
Market Objectives.

The Minister may extend the time for a decision on a Rule Change Proposal under
clause 2.8.4 by a further period of up to 20 Business Days by notice to the IMO. The
Minister may extend the time for a decision in respect of a Rule Change Proposal
more than once.

The IMO must publish notice of any extension under clause 2.8.6 on the Market Web
Site.

Where the Minister does not make a decision by the original date determined in
accordance with clause 2.8.4, or by an extended date determined in accordance with
clause 2.8.6, as applicable, then the proposed Amending Rules will be taken to have
been approved by the Minister.

This default clause means that the Minister must take explicit action to prevent the rule
change.
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2.8.9. Where the Minister does not approve the proposed Amending Rules or sends
proposed Amending Rules back to the IMO under clause 2.8.5(c), the Minister must
give reasons, and the IMO must publish notice of the Minister’s decision and the
reasons given by the Minister

2.8.10. Where the Minister sends proposed Amending Rules back to the IMO in accordance
with clause 2.8.5(c), the IMO must:

(@)

(b)

publish the revised Amending Rules and call for submissions on the revised
Amending Rules within 15 Business Days of publication; and

provide a revised Final Rule Change Report, including any submissions
received on the Minister’s revised Amending Rules to the Minister within 25
Business Days and clauses 2.8.4 to this clause 2.8.10 apply to the revised
Final Rule Change Report.

2.8.11. Amending Rules are made:

(@)

(b)

For Rule Change Proposals to which clause 2.8.3 applies, when the Minister
has either approved, or is taken by clause 2.8.8 to have approved, the
Amending Rules; and

For Rule Change Proposals to which clause 2.8.3 does not apply, when the
IMO has decided to make the Amending Rules in accordance with clause
2.6.4(h) or clause 2.7.8(9).

2.8.12. Subject to clause 2.8.2, Amending Rules commence at the time and date
determined by the IMO. The IMO must publish notice of the time and date Amending
Rules commence.

2.8.13. The following clauses are Protected Provisions:

Please note that cross references have not been checked and must be checked before
publication of the Rules.

(@)
(b)
(©)
(d)

(e)
(f)
(9)

clauses 1.1t01.3and 1.5t0 1.9 ;
clauses 2.1to 2.24, 2.28, 2.31.1, 2.31.3, 2.31.5(a), 2.31.6, 2.34.1 and 2.36.1;
clauses 3.15, 3.18.18 and 3.18.19;

clauses 4.1.4t04.1.12,4.1.15t04.1.19,4.1.21, 4.1.22,4.1.24, 4.1.27,
4.5.10,4.5.11,4.5.15t0 4.5.20, 4.13.10, 4.13.11, 4.16, 4.24.1, 4.24.2 and
4.24.12;

clauses 5.2.3, 5.2.7 and 5.5.1;
clauses 9.16.3, 9.16.4 and 9.20.2; and
clauses 10.1.1, 10.1.2, 10.2.1, 10.3 and 10.4.
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2.9. Market Procedures

2.9.1. The IMO must manage the development of, amendment of, and replacement for
Market Procedures which these Market Rules require be developed by the IMO.

2.9.2. System Management must manage the development of, amendment of, and
replacement for Market Procedures which these Market Rules require be developed
by System Management.

2.9.3. Market Procedures

(@) must:

i. be developed, amended or replaced in accordance with the process in
these Market Rules;

ii. be consistent with the Wholesale Market Objectives; and

iii. be consistent with these Market Rules, the Electricity Industry Act and
Regulations; and

(b) may be amended or replaced in accordance with clause 2.10 and must be
amended or replaced in accordance with clause 2.10 where a change is
required to maintain consistency with Amending Rules.

2.9.4. The IMO must maintain on the Market Web Site a Procedure Change Submission
form.

2.9.5. The IMO must develop an Administration Procedure setting out the procedure for
developing and amending Market Procedures and:

(a) the IMO must follow the Administration Procedure when developing and
approving Procedure Change Proposals, except when producing the first
version of the Administration Procedure;

The exception for the Administration Procedure is required as it contains the procedure
change process itself.

(b) System Management must follow the Administration Procedure when
developing Procedure Change Proposals; and

(c) Rule Participants involved in the Procedure Change process must follow the
Administration Procedure when assisting the IMO or System Management to
develop Procedure Change Proposals.

2.9.6. The IMO must comply with Market Procedures applicable to it.
2.9.7. System Management must comply with Market Procedures applicable to it.

2.9.8. A Rule Patrticipant other than the IMO or System Management must comply with
Market Procedures applicable to it.
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2.10.

2.10.1.

2.10.2.

2.10.3.

2.10.4.

2.10.5.

2.10.6.

2.10.7.

2.10.8.

2.10.9.

Procedure Change Process

The IMO or System Management, as applicable, may initiate the Procedure Change
Process by developing a Procedure Change Proposal.

Rule Participants may notify the IMO or System Management, as applicable, where
they consider an amendment or replacement of a Market Procedure would be
appropriate.

If an Amending Rule requires the IMO or System Management to develop new
Market Procedures or to amend or replace existing Market Procedures, then the IMO
or System Management, as applicable, is responsible for the development of,
amendment of or replacement for, Market Procedures so as to comply with the
Amending Rule.

Where the Procedure Change Proposal is developed by System Management,
System Management must provide the Procedure Change Proposal to the IMO, and
the IMO must publish it.

The IMO must publish Procedure Change Proposals that the IMO develops.

A Procedure Change Proposal must include:

(@) a proposed Market Procedure or an amendment of or replacement for a
Market Procedure , indicating the proposed amended words, or a proposed
Market Procedure; and

(b) the reason for the proposed Market Procedure or an amendment of or
replacement for a Market Procedure or proposed Market Procedure.

At the same time as it publishes a Procedure Change Proposal notice, the IMO must
publish a call for submissions on that proposal. The due date for submissions must
be 20 Business Days from the date the call for submissions is published., Any
person may make a submission using a Procedure Change Submission form.

Within one Business Day after the publication of a Procedure Change Proposal
notice in accordance with clause 2.10.4 or 2.10.5, as applicable, the IMO must notify
all members of the Market Advisory Committee as to whether the IMO considers the
Procedure Change Proposal to be significant enough to require convening the
Market Advisory Committee.

The IMO must convene a meeting of the Market Advisory Committee concerning the
Procedure Change Proposal before the due date for submissions in relation to the
Procedure Change Proposal if:

(@) the IMO considers the procedure change to be significant; or
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(b)

2.10.10.
as applicable, must prepare a Procedure Change Report on the Procedure Change
Proposal.

2.10.11.

System Management must provide the Procedure Change Report to the IMO, and
the IMO must publish it.

2.10.12.

2.10.13.

(@)

(b)

()

(d)
(e)

(f)

2.10.14.
IMO must within 10 Business Days of the publication of the Procedure Change
Report make a decision as to whether to approve the Procedure Change Proposal.
The IMO may:

(@)
(b)

two or more members of the Market Advisory Committee have informed the
IMO in writing that they consider that the Procedure Change Proposal is
significant.

Following the closing date for submissions, the IMO or System Management,

Where the Procedure Change Report is prepared by System Management,

The IMO must publish Procedure Change Reports that the IMO prepares.

The Procedure Change Report must contain:

the wording of the proposed Market Procedure or amendment of or
replacement for the Market Procedure;

the reason for the proposed Market Procedure or amendment of or
replacement for the Market Procedure;

all submissions received before the due date for submissions, a summary of
those submissions, and the response of the IMO or System Management, as
applicable, to the issues raised in those submissions;

a summary of the views expressed by the Market Advisory Committee;

in the case of a Procedure Change Proposal developed by the IMO, a
proposed date and time for the Market Procedure or amendment or
replacement to commence, which must, in the IMO’s opinion, allow sufficient
time after the date of publication of the Procedure Change Report for Rule
Participants to implement changes required by it; and

in the case of a Procedure Change Proposal developed by System
Management, a recommendation for a date and time for the Market
Procedure, amendment or replacement to commence which, in System
Management's opinion, allows sufficient time after the date of publication of
the IMO'’s approval of the Procedure Change Proposal under clause 2.10.12,
for Rule Participants to implement changes required by it.

For Procedure Change Proposals published by System Management, the

approve the Procedure Change Proposal; or

reject the Procedure Change Proposal.
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2.10.15. Where the IMO approves a Procedure Change Proposal from System
Management, it must notify System Management and the IMO must publish, the
following information:

(a) that the Procedure Change Proposal is approved;
(b) the IMO'’s reasons for the decision; and

(c) a date and time for the Market Procedure, amendment or replacement to
commence, which must, in the IMO’s opinion, allow sufficient time after the
date of publication of the Procedure Change Report for Rule Participants to
implement changes required by it.

2.10.16. Where the IMO rejects a Procedure Change Proposal from System
Management:
(@) the IMO must:

i. notify System Management; and

ii. publish the following information:

1. that the Procedure Change Proposal is rejected; and
2. the IMO'’s reasons for the decision; and
(b) in the case of a Procedure Change Proposal required by an Amending Rule,

System Management must submit a revised Procedure Change Proposal in
accordance with clause 2.10 that complies with the Amending Rule and is
acceptable to the IMO. The provisions of clause 2.10 apply to any revised
Procedure Change as if it were a new Procedure Change Proposal by
System Management.

Where the Procedure Change Proposal was not required by a Rule Amendment , then
System Management has discretion as to whether it wants to revise and resubmit the
Procedure Change Proposal or abandon the procedure change.

2.11. Coming into Force of Procedure Amendments

2.11.1. A Rule Participant may apply to the Energy Review Board for a Procedural Review of
a decision by the IMO or System Management contemplated by clause 2.10.13 or
2.10.14 within 10 Business Days of the decision, on the grounds that the IMO or
System Management has not followed the process set out in clause 2.10 or the
Administration Procedure.

2.11.2. Following an application for a Procedural Review under clause 2.11.1, if the Energy
Review Board finds that the IMO or System Management has not followed the
process set out in clause 2.10 or the Administration Procedure, the Energy Review
Board may set aside the IMO’s decision or System Management’s decision and
direct the IMO or System Management to reconsider the relevant Procedure Change
Proposal in accordance with clause 2.10 and the Administration Procedure.

Version 2.3 24 3 April 2006




Chapter 2

2.11.3. Subject to clauses 2.11.2 and 2.11.4, a Market Procedure or an amendment of or
replacement for a Market Procedure commences at the time and date specified
under clause 2.10.13(e) or 2.10.15(c), as applicable.

2.11.4.If at any time, the IMO considers that Rule Participants will not have sufficient time to
implement any necessary changes required by the Market Procedure, amendment or
replacement , the IMO may extend the time and date when that Market Procedure,
amendment or replacement commences by publishing notice of the revised time and
date when the amendment of or replacement for that Market Procedure commences.

Monitoring, Enforcement and Audit
2.12. Standard of Performance

2.12.1. With the exception of the obligations listed in clause 2.12.2, where the IMO has an
obligation under these Market Rules to do something:

(@) that obligation is limited to a requirement for the IMO to use reasonable
endeavours consistent with these Market Rules, including to give such
directions or instructions as are within its power, to comply with that
obligation; and

(b) if the IMO fails to do that thing notwithstanding the use of the IMO’s
reasonable endeavours, the IMO will be taken not to have breached the
obligation.

2.12.2. Clause 2.12.1 does not apply to:
(@) the obligations of the IMO under clauses 2.18 to 2.20;

(b) the obligations of the IMO in relation to the registration of Rule Participants
and Facilities in clauses 2.28 to 2.32;

(c) subject to clause 9.24, any payment obligations of the IMO under these
Market Rules.

2.12.3. With the exception of the obligations listed in clause 2.12.4, where System
Management has an obligation under these Market Rules to do something:

(@) that obligation is limited to a requirement for System Management to use
reasonable endeavours consistent with these Market Rules, including to give
such directions or instructions as are within its power, to comply with that
obligation; and

(b) if System Management fails to do that thing notwithstanding the use of
System Management’s reasonable endeavours, System Management will be
taken not to have breached the obligation.

2.12.4. Clause 2.12.3 does not apply to the obligations of System Management under
clauses 2.18 to 2.20.
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2.12.5. A reference in this clause 2.12 to an obligation to do something includes an
obligation to do or not do any act, matter or thing, to achieve any outcome, to
maintain any state of affairs or to ensure that any other person does or does not do
any act, matter or thing.

2.13. Market Rule Compliance Monitoring and Enforcement

The IMO monitors participants for Rule and Procedure compliance. System Management
also monitors participants, but only for compliance with a very restricted set of clauses
relating to standing data, system Security and Reliability and dispatch compliance.
Participants can also report suspected breaches to the IMO.

The IMO investigates potential breaches, and then, in the case of Category A breaches (less
important), makes a decision itself as to whether a breach has occurred, and may impose a
penalty up to a maximum set in the regulations. In the case of more serious breaches it
investigates and brings the matter to the ERB who make a decision.

Participants may also report alleged IMO rule breaches to the body nominated by the
Minister to investigate IMO rule breaches, and that body can refer matters to the ERB for
consideration.

2.13.1. The Minister may from time to time appoint a person to be responsible for
investigating alleged breaches by the IMO of the Market Rules and Market
Procedures.

2.13.2. The IMO must monitor other Rule Participants’ behaviour for compliance with the
Market Rules and Market Procedures in accordance with the Monitoring Protocol.

2.13.3. The IMO must ensure it has processes and systems in place to allow it to monitor
Rule Participants’ behaviour for compliance with the Market Rules and Market
Procedures in accordance with the Monitoring Protocol.

2.13.4. A Rule Participant may inform the IMO in writing if it considers that it or another Rule
Participant has breached the Market Rules or a Market Procedure, and may provide
evidence of that breach.

2.13.5. A Rule Participant may inform the person referred to in clause 2.13.1 in writing if it
considers that the IMO has breached the Market Rules or a Market Procedure, and
may provide evidence of that breach.

2.13.6. System Management must monitor Rule Participants’ behaviour for compliance with
the provisions of the Market Rules referred to in clause 2.13.9 and Market
Procedures developed by System Management. System Management must report
any alleged breaches of those provisions or Market Procedures to the IMO, in
accordance with the Monitoring and Reporting Protocol.
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2.13.7. System Management must ensure it has processes and systems in place to allow it
to monitor Rule Participants’ behaviour in accordance with clause 2.13.6.

2.13.8. If System Management becomes aware of an alleged breach of the Market Rules or
Market Procedures as a result of its monitoring activities, then it must:
(@) record the alleged breach of the Market Rules or Market Procedures; and

(b) notify the IMO of the alleged breach in accordance with clause 2.13.4 or, in
the case of an alleged breach by the IMO, notify the person referred to in
clause 2.13.1 in accordance with clause 2.13.5.

2.13.9. System Management must monitor Rule Participants for breaches of the following
clauses:

(@) clauses 2.34.2 and 2.34.3;

Ensuring standing data is accurate.

(b) clauses 3.4.6 and 3.4.8;

Assisting System Management when the power system is in a High-Risk Operating State

(c) clauses 3.5.8 and 3.5.10;

Assisting System Management when the power system is in an Emergency Operating State

(d) clauses 3.6.5 and 3.6.6B;

Network Operators implementing under frequency load shedding plans and complying with
manual disconnection instructions from System Management

(e) clauses 3.16.4, 3.16.7, and 3.16.8A,;

Rule Participants provide data for MT PASA

(f) clauses 3.17.5 and 3.17.6;

Rule Participants provide data for ST PASA

(9) clauses 3.18.2(f);

Rule Participants comply with outage scheduling and approval process

(gA) clauses 3.21A.2, 3.21A.12, and 3.21A.13;

Rule Participants must seek approval of Commissioning Tests and comply with their
approved test plans.

(h) clause 4.10.2, where System Management is instructed by the IMO under
clause 4.25.13;
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Maintaining on-site fuel storage were required by Reserve Capacity obligations

(hA) clause 7.5.5;

Market Participants can only declare a change of fuel in specified situations.

() clause 7.7.6(b);

Market Participants acknowledge receipt of Dispatch Instructions.

)] clauses 7.10.1, 7.10.3, 7.10.6 and 7.10.6A; and

Market Participants follow Resource Plans and Dispatch Instructions.

(k) clause 7.11.7.

Market Participants and Network Operators comply with directions in Dispatch Advisories.

2.13.10. If the IMO becomes aware of an alleged breach of the Market Rules or the
Market Procedures, then it must:

(@) record the alleged breach;
(b) investigate the alleged breach;

(c) where it reasonably believes a breach of the Market Rules or Market
Procedures has taken place, issue a warning to the Rule Participant to rectify
the alleged breach. The warning must:

i. identify the clause or clauses of the Market Rules or the Market
Procedures that the IMO believes has been, or are being, breached;

ii. describe the behaviour that comprises the alleged breach;
iil. request an explanation; and

iv. request that the alleged breach be rectified and a time (which the IMO
considers reasonable) by which the alleged breach should be rectified;
and

(d) record the response of the Rule Participant to the warning.
2.13.11. If the IMO becomes aware of an alleged breach of the Market Rules or the
Market Procedures, then it may meet with the relevant Rule Participant on one or

more occasions to discuss the alleged breach and possible actions to rectify the
alleged breach.

2.13.12. As part of an investigation into alleged breaches of the Market Rules or
Market Procedures, the IMO may:
(@) require information and records from Rule Participants; and

(b) conduct an inspection of a Rule Participant’s equipment.
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2.13.13. Rule Participants must cooperate with an investigation into an alleged breach
of the Market Rules or Market Procedures, including:

(@) providing the IMO with information requested under clause 2.13.12 relating to
the alleged breach in a timely manner; and

(b) allowing reasonable access to equipment for the purpose of an inspection
carried on under clause 2.13.12.

2.13.14. Where a Rule Participant does not comply with clause 2.13.13, the IMO may
appoint a person to investigate the matter and provide a report or such other
documentation as the IMO may require. If the IMO does so, then:

(@) the Rule Participant must assist the person to undertake the investigation and
prepare the report or other documentation; and

(b) the cost of the investigation and the preparation the report or other
documentation must be met by the Rule Participant unless the IMO
determines otherwise.

Regulations will be made at a later stage dealing with the enforcement arrangements
described in the following clauses.

2.13.15. Where the alleged breach relates to a Category A Market Rule (as
determined in accordance with the Regulations) and the IMO is not the Rule
Participant that is alleged to have breached the Market Rules, the IMO must make a
decision as to whether a breach has occurred.

2.13.16. The IMO may:

(a) decide a breach has taken place in which case the IMO may issue a penalty
notice in accordance with the Regulations; or

(b) decide a breach has not taken place and notify:

i. the Rule Participant that is alleged to have breached the Market
Rules; and

ii. where a Rule Participant notified the IMO in accordance with clause
2.13.4, that Rule Participant,

of its decision.

2.13.17. Where the IMO issues a penalty notice under clause 2.13.16(a), the Rule
Participants that received the penalty notice may seek a review of that decision by
the Energy Review Board in accordance with the Regulations.

2.13.18. Where:

(@) the alleged breach relates to a Category B or Category C Market Rule (as
determined in accordance with the Regulations); and
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(b) following the investigation referred to in clause 2.13.10(b), the IMO
reasonably believes that a breach of the Market Rules has taken place,

the IMO may bring proceedings before the Energy Review Board.

2.13.19. Where the person referred to in clause 2.13.1 receives notice of an alleged
breach by the IMO in accordance with clause 2.13.5, the person referred to in clause
2.13.1 must investigate the alleged breach of the Market Rules or Market
Procedures, and may require information and records from the IMO.

2.13.20. The IMO must cooperate with an investigation referred to in clause 2.13.19.

2.13.21. Following the investigation referred to in clause 2.13.19, where the person
referred to in clause 2.13.1 reasonably believes a breach of the Market Rules or
Market Procedures has taken place it:

(@) may issue a warning to the IMO to rectify the alleged breach. The warning
must :

i. identify the clauses of the Market Rules or the Market Procedures that
the person referred to in clause 2.13.1 considers have been breached;

ii. describe the behaviour that comprises the alleged breach;
iil. request an explanation; and

iv. request that the alleged breach be rectified and a time (which the
person referred to in clause 2.13.1 considers reasonable) by which the
alleged breach should be rectified; and

(b) may meet with the IMO on one or more occasions to discuss the alleged
breach and possible actions to rectify the alleged breach.

2.13.22. Where the person referred to in clause 2.13.1 considers that the alleged
breach has not been rectified within the time set out in accordance with clause
2.13.21(a)(iv) it may bring proceedings before the Energy Review Board.

2.13.23. The orders that the Energy Review Board may make for a breach of the
Market Rules and the procedures for the operation of the Energy Review Board are
set out in the Regulations.

2.13.24. The IMO may direct a Rule Participant to do or to refrain from doing any thing
that the IMO thinks necessary or desirable to give effect or to assist in giving effect to
any order of the Energy Review Board.

2.13.25. A Rule Participant must comply with a direction of the IMO given under clause
2.13.24.
2.13.26. The IMO must release a report at least once every six months setting out a

summary for the preceding six months of:
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(@) proceedings that have been brought before the Energy Review Board;
(b) findings of the Energy Review Board on matters referred to them;
(c) orders made by the Energy Review Board; and

(d) civil penalties imposed by the IMO under clause 2.13.16(a), where these have
not been set aside by the Energy Review Board.

2.13.27. In considering the circulation of the report under clause 2.13.26 and 2.13.28,

the IMO must have regard to the Wholesale Market Objectives.

2.13.28. In addition to the regular publication described in clause 2.13.26, the IMO

may release a report on any one or more matters where the IMO has made a
decision under clause 2.13.16(a) or which have been referred to the Energy Review
Board, the findings of the IMO and the Energy Review Board, as applicable, on those
matters and any sanctions imposed by the IMO or the Energy Review Board in
relation to those matters.

2.13.29. No Rule Participant or former Rule Participant is entitled to make any claim

against the IMO for any loss or damage incurred by the Rule Participant from the
publication of any information pursuant to clauses 2.13.26 or 2.13.28 if the
publication was done in good faith. No action or other proceeding will be
maintainable by the person or Rule Participant referred to in the publication on behalf
of the IMO or any person publishing or circulating the publication on behalf of the
IMO and this clause operates as leave for any such publication except where the
publication is not done in good faith.

2.13.30. Claims for confidentiality of information which may be published under

clauses 2.13.26 or 2.13.28 must be dealt with in accordance with the provisions for
reporting information in clause 10.2.

2.13.31. The IMO must, and is entitled to, provide the reports referred to in clauses

2.14.

2.14.1.

2.14.2.

2.14.3.

2.13.26 or 2.13.28 to all Rule Participants and interested parties. However, the IMO
is not required to provide a report to such a person if the IMO considers it is
inappropriate in the circumstances, including without limitation, where there may be
confidentiality issues.

Audit

The IMO must appoint one or more Market Auditors that may be used to conduct the
audits described in clause 2.14.2 and 2.14.6(b).

The IMO must ensure that the Market Auditor carries out the audits of the matters
identified under clause 2.14.3 no less than annually.

The IMO must ensure that the Market Auditor carries out the audits of such matters
as the IMO considers appropriate, which must include:
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(@) the compliance of the IMO’s internal procedures and business processes
with the Market Rules;

(b) the IMO’s compliance with the Market Rules and Market Procedures;

(c) the IMO’s market software systems and processes for software management.
2.14.4. The Market Auditor must provide the IMO with a report, and the IMO must within 30

Business Days of receiving the report either:

(@) accept the report and any recommendations contained in it; or

(b) prepare a separate report setting out the matters raised in the Market
Auditor’s report which the IMO accepts and those which it does not accept
and setting out the IMO’s reasons for that view.

2.14.5. The IMO must publish the Market Auditor’'s report and any report it prepared under
clause 2.14.4(b) within 30 Business Days of receiving the Market Auditor’s report.

2.14.6. In accordance with the Monitoring Protocol, the IMO must at least annually, and may
more frequently where it reasonably considers that System Management may not be
complying with the Market Rules and Market Procedures:

(@) require System Management to demonstrate compliance with the Market
Rules and Market Procedures by providing such records as are required to be
kept under these Market Rules or any Market Procedure; or

(b) subject System Management to an audit by the Market Auditor to verify
compliance with the Market Rules and Market Procedures.
2.14.7. The IMO must annually provide to the Minister a report on System Management'’s
compliance with the Market Rules and Market Procedures. The report must contain:
(@) the results of audits performed under clause 2.14.6(b);

(b) the results of any investigations of System Management’s compliance with
the Market Rules and Market Procedures carried out by the IMO under clause
2.13.10(b); and

(c) details of any relevant information received under clause 2.14.6(a).
2.15. Monitoring and Reporting Protocols

2.15.1. Prior to Energy Market Commencement, the IMO must develop and implement a
Monitoring Protocol.

2.15.2. The purpose of the Monitoring Protocol is to state how the IMO will implement its
obligations under these Market Rules to monitor Rule Participants’ behaviour for
compliance with the Market Rules and Market Procedures.

2.15.3. The Monitoring Protocol must specify:
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2.15.4.

2.15.5.

2.15.6.

2.15.7.

2.15.8.

(@) the IMO’s monitoring processes for assessing compliance with the Market
Rules and Market Procedures by Rule Participants;

(b) a process for System Management to demonstrate compliance with the
Market Rules and Market Procedures and audit processes where the IMO
requires such demonstration or an audit in accordance with clause 2.14.6;

(c) a process for Rule Patrticipants to report alleged breaches of the Market Rules
or Market Procedures;

(d) processes for investigations into alleged breaches of the Market Rules or
Market Procedures;

(e) guidelines for the IMO when issuing warnings about alleged breaches of the
Market Rules or Market Procedures to Rule Participants under clause
2.13.10(c); and

0] the procedure for bringing proceedings in respect of Category B or C Market
Rule breaches before the Energy Review Board.

Prior to Energy Market Commencement System Management must develop and
implement a Monitoring and Reporting Protocol and seek the approval of the IMO for
that Monitoring and Reporting Protocol.

The purpose of the Monitoring and Reporting Protocol is to state how System
Management will implement its obligations under these Market Rules to monitor Rule
Participant’s behaviour for compliance with the Market Rules in accordance with
clause 2.13.6 and with Market Procedures developed by System Management.

The Monitoring and Reporting Protocol must specify:

(@) System Management’s monitoring processes for assessing compliance with
the Market Rules and Market Procedure by Market Participants; and

(b) the provision of information about breaches or other information the IMO may
request to the IMO.

The Monitoring Protocol developed by the IMO, and the Monitoring and Reporting
Protocol developed by System Management are Market Procedures under these
Market Rules, and must be developed and amended in accordance with clauses 2.9
and 2.10.

The IMO and the Economic Regulation Authority must agree a reporting protocol,
which must specify:

(@) the circumstances in and process by which the IMO may communicate to the
Economic Regulation Authority information related to compliance with the
Market Rules that may have a bearing on compliance with licences granted
under the Electricity Industry Act; and
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(b) the circumstances in and process by which the Economic Regulation
Authority may communicate to the IMO information related to compliance with
licences granted under the Electricity Industry Act that may have a bearing on
compliance with the Market Rules.

2.16. Monitoring the Effectiveness of the Market

Market Monitoring involves three key stages. First, collection and analysis of primary market
data including bid data. This will be done on a regular basis by the IMO. This data is then
provided to the ERA. The ERA will report annually to the Industry Minister on the
effectiveness of the market and whether the market objectives are being met. It will also
conduct irregular reviews of market behaviour where anomalous behaviour has been
identified. Findings of these reviews will be provided in a report to the Minister. In both the
regular and irregular reports, recommendations can be made to change the market rules to
improve the market’'s effectiveness. Based on these recommendations, the Minister may
issue directives to the IMO to develop Market Rule changes that would implement the
recommendations.

2.16.1. The IMO is responsible for collection and primary analysis of data in accordance with
this clause 2.16. The IMO must:

@) compile the data identified in the Market Surveillance Data Catalogue and
provide that data to the Economic Regulation Authority; and

(b) analyse the compiled data in accordance with clause 2.16.4 and provide the
results of the analysis to the Economic Regulation Authority.

2.16.2. The IMO must develop a Market Surveillance Data Catalogue, which identifies data
to be compiled concerning the market. The Market Surveillance Data Catalogue must
identify the following data items:

(@) the number of Market Generators and Market Customers in the market;
(b) the number of participants in each Reserve Capacity Auction;

(c) clearing prices in each Reserve Capacity Auction and STEM Auctions;
(d) Balancing Data prices and other Standing Data prices used in Balancing;
(dA) all Reserve Capacity Auction offers;

(e) all bilateral quantities scheduled with the IMO;

0] all STEM Offers and STEM Bids, including both quantity and price terms;
(9) [Blank]

(gA) all Fuel Declarations;

(gB) all Availability Declarations;

(gC) all Ancillary Service Declarations;
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(h) any substantial variations in STEM Offer and STEM Bid prices or quantities
relative to recent past behaviour;

(hA) any evidence that a Market Customer has significantly over-stated its
consumption as indicated by its Net Contract Position with a regularity that
cannot be explained by a reasonable allowance for forecast uncertainty or the
impact of Loss Factors.

The behaviour by a Market Customer described in clause (hA) is prohibited by clause 6.7.4.
This behaviour could be a symptom that a non-EGC generator supplying the Market
Customer under a bilateral contract has caused the scheduling of additional energy from the
Market Generator’s facilities with the result in real-time that the Electricity Generation
Corporation supplies less energy than it was contracted to supply under its own Bilateral
Submissions (with it being settled at MCAP which may not reflect its actual costs). This
feature could also be used to ensure that a non-EGC generator can remain committed
overnight during periods of low demand ahead of the Electricity Generation Corporation.
However, if the Market Customer addresses this over-supply in the STEM then this is
acceptable, because to the extent that the Electricity Generation Corporation is scheduled
down in the STEM, it will be compensated at the economic value of that energy (as defined
by Electricity Generation Corporation STEM Bids). Note that this clause does not place any
restrictions as to how generation levels can change relative to a Bilateral Submission (e.g.,
in the case of the Electricity Generation Corporation, as a result of its balancing obligations).

() the capacity available through Balancing from Generators and Non-
Scheduled Generators and Dispatchable Loads;

0) the frequency and nature of Dispatch Instructions to Market Participants other
than the Electricity Generation Corporation;

(K) the number and frequency of outages of Scheduled Generators and Non-
Scheduled Generators, and Market Participants’ compliance with the outage
scheduling process;

)] the performance of Market Participants with Reserve Capacity Obligations in
meeting their obligations;

(m)  details of Ancillary Service Contracts and Balancing Support Contracts that
System Management enters into;

(n) [Blank]

(o) the number of Rule Change Proposals received, and details of Rule Change
Proposals that the IMO has decided not to progress under clause 2.5.6; and

(p) such other items of information as the IMO considers relevant to the functions
of the IMO and the Economic Regulation Authority under this clause 2.16.

2.16.3. The IMO must publish the Market Surveillance Data Catalogue, and must republish
this document whenever it changes.
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2.16.4. The IMO must undertake the following analysis of the data identified in the Market
Surveillance Data Catalogue to calculate relevant summary statistics:

2.16.5.

(@)

(b)

()

(cA)

(d)

(e)

(f)

9

(h)

where applicable, calculation of the means and standard deviations of values
in the Market Surveillance Data Catalogue;

monthly, quarterly and annual moving averages of prices for the STEM
Auctions and Balancing;

statistical analysis of the volatility of prices in the STEM Auctions and
Balancing;

any consistent or significant variations between the Fuel Declarations,
Availability Declarations, and Ancillary Service Declarations for, and the
actual operation of, a Market Participant facility in real-time;

the proportion of time the prices in the STEM Auctions and through Balancing
are at each Energy Price Limit;

correlation between capacity offered into the STEM Auctions and the
incidence of high prices;

correlation between capacity available in the Balancing and the incidence of
high prices; and

exploration of the key determinants for high prices in the STEM and
Balancing, including determining correlations or other statistical analysis
between explanatory factors that the IMO considers relevant and price
movements; and

such other analysis as the IMO considers appropriate or is requested of the
IMO by the Economic Regulation Authority.

The IMO must, on request from the Economic Regulation Authority, and in any event
at least once each month, provide the Economic Regulation Authority with the data
identified in the Market Surveillance Data Catalogue and the results of the analysis
on that data referred to in clause 2.16.4.

2.16.6. Where the Economic Regulation Authority considers that it is necessary or desirable
for the performance of its functions or the functions of the IMO under this clause
2.16, the Economic Regulation Authority may collect additional information from Rule
Participants as follows:

(@)

(b)

the Economic Regulation Authority may issue a notice to one or more Rule
Participants requiring them to provide specified data to the Economic
Regulation Authority by a date (which the Economic Regulation Authority
considers to be reasonable);

Market Participants must provide any information requested by the Economic
Regulation Authority by the date specified in the notice; and

This will be a category C civil penalty provision.
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(c) the Economic Regulation Authority must provide this information to the IMO
where the Economic Regulation Authority considers that it is necessary or
desirable for the performance of the IMO’s functions under this clause 2.16.

2.16.7. Without limitation, additional information that can be collected by the Economic
Regulation Authority includes:

(a) cost data for the Electricity Generation Corporation, including actual fuel costs
by Trading Interval;

(b) System Management’s operational records, including SCADA records, of the
level of utilisation and fuel related data for each of the Electricity Generation
Corporation’s Registered Facilities by Trading Interval; and

(c) the terms of Bilateral Contracts entered into by the Electricity Generation
Corporation and the Electricity Retail Corporation.

Note that under clauses 2.16.6 and 2.16.14, the ERA can only collect and use this data in
carrying out its functions under this clause 2.16 —i.e. in the case of the above data, primarily
for market power assessment. The Electricity Generation Corporation and the Electricity
Retail Corporation are not commercially accountable to the ERA.

2.16.8. Rule Participants may notify the IMO or the Economic Regulation Authority of
behaviour that they consider reduces the effectiveness of the market, including
behaviour related to market power, and the Economic Regulation Authority, with the
assistance of the IMO, must investigate the behaviour identified in each relevant
notification.

2.16.9. The Economic Regulation Authority is responsible for monitoring the effectiveness of
the market in meeting the Wholesale Market Objectives and must investigate any
market behaviour if it considers that the behaviour has resulted in the market not
functioning effectively. The Economic Regulation Authority, with the assistance of
the IMO, must monitor:

(@) Ancillary Service Contracts and Balancing Support Contracts that System
Management enters into and the criteria and process that System
Management uses to procure Ancillary Services and balancing support
services from other persons;

(b) inappropriate and anomalous market behaviour, including behaviour related
to market power and the exploitation of shortcomings in the Market Rules or
Market Procedures by Rule Participants including, but not limited to:

i. prices in STEM Submissions, including Standing STEM Submissions,
used in forming STEM Bids and STEM Offers that do not reflect the
reasonable expectation of the short run marginal cost of generating
the relevant electricity (including a reasonable allowance for profit
after allowing for revenue provided by payments for Reserve
Capacity);
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i.  [Blank]

iii. Balancing Data price changes, and changes in other Standing Data
prices used in Balancing, that cannot be justified by an underlying
change in cost;

iv. Availability Declarations that may not reflect the reasonable
expectation of a facilities availability, beyond outages of which System
Management has been notified;

V. Ancillary Service Declarations that may not reflect the reasonable
expectation of the ancillary services to be provided by a facility; and

Vi. Fuel Declarations that may not reflect the reasonable expectation of
the fuel that a facility will be run on in real-time.

(c) market design problems or inefficiencies; and

(d) problems with the structure of the market.

2.16.9A. The IMO must assist the monitoring activities identified in clause 2.16.9(b)(i)
by examining prices in STEM Submissions, including Standing STEM Submissions,
used in forming STEM Bids and STEM Offers against information collected from Rule
Participants in accordance with clauses 2.16.6 and 2.16.7.

2.16.9B Where the IMO concludes that prices in STEM Submissions may not reflect
the reasonable expectation of the short run marginal cost of generating the relevant
electricity (including a reasonable allowance for profit after allowing for revenue
provided by payments for Reserve Capacity) and the IMO considers that the
behaviour relates to market power the IMO must:

(a) as soon as practicable, request an explanation from the Market Participant
which has made the relevant STEM Submission; and

(b) by 4:00 PM on the Scheduling Day to which the Submission relates, advise
the Economic Regulation Authority of its conclusions. The IMO advice must
outline the reasons for the IMO’s conclusions.

2.16.9C The Market Participant must submit the explanation requested under clause
2.16.9B within 2 Business Days from receiving the request.

2.16.9D The IMO must publish the explanation submitted under clause 2.16.9C on the
Market Web Site as soon as practicable.

2.16.9E Where the Economic Regulation Authority receives an advice from the IMO
under clause 2.16.9B(b) or receives a notification from a Rule Participant under
clause 2.16.8, the Economic Regulation Authority must investigate the identified
behaviour. Without limitation, for this purpose the Economic Regulation Authority
must examine the IMO advice, any explanation received under clause 2.16.9C, any
data already in the possession of the Economic Regulation Authority or additional
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data it requests from the relevant Market Participant under clause 2.16.6 to assist in
the investigations.

2.16.9F The Economic Regulation Authority must publish the results of its
investigations within 20 Business Days from receiving the IMO advice under clause
2.16.9B(b) or from receiving a notification from a Rule Participant under clause
2.16.8.

2.16.9G Where the Economic Regulation Authority determines that prices in the STEM
Submission, subject to the investigation, did not reflect the reasonable expectation of
the short run marginal cost of generating the relevant electricity (including a
reasonable allowance for profit after allowing for revenue provided by payments for
Reserve Capacity), the Economic Regulation Authority must request that the IMO
refers the matter to the Energy Review Board.

2.16.9H Where the IMO receives a request under clause 2.16.9G the IMO must refer
the relevant matter to the Energy Review Board requesting that a civil penalty be
imposed on the relevant Market Participant.

2.16.9I1 Civil penalties imposed as a result of clause 2.16.9H must apply to each single
occasion where a Market Participant was determined to have submitted prices that
do not reflect the reasonable expectation of the short run marginal cost of generating
the relevant electricity (including a reasonable allowance for profit after allowing for
revenue provided by payments for Reserve Capacity). For the avoidance of doubt,
“each single occasion” in this clause relates to each Trading Interval.

This will be a category C civil penalty provision.

2.16.9J Where a civil penalty is imposed in accordance with clause 2.16.9I, the civil
penalty amount should be distributed amongst all Market Customers in proportion to
their Market Fees calculated over the previous full 12 months, or part thereof if
Market Commencement was less than 12 months prior to the date the civil penalty is
received.

2.16.10. The Economic Regulation Authority must also review:

(@) the effectiveness of the Market Rule change process and Procedure change
process;

(b) the effectiveness of the compliance monitoring and enforcement measures in
the Market Rules and Regulations;

(c) the effectiveness of the IMO in carrying out its functions under the
Regulations, the Market Rules and Market Procedures; and

(d) the effectiveness of System Management in carrying out its functions under
the Regulations, the Market Rules and Market Procedures.
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2.16.11. The Economic Regulation Authority must provide to the Minister a report on
the effectiveness of the market and dealing with the matters identified in clauses
2.16.9 and 2.16.10:

(@) at least annually; and
(b) more frequently where the Economic Regulation Authority considers that the
market is not effectively meeting the Wholesale Market Objectives.
2.16.12. A report referred to in clause 2.16.11 must contain:

(@) a summary of the information and data compiled by the IMO and the
Economic Regulation Authority under clause 2.16.1;

(b) the Economic Regulation Authority’s assessment of the effectiveness of the
market, including the effectiveness of the IMO and System Management in
carrying out their functions, with discussion of each of:

i. the Reserve Capacity market;

ii. the market for bilateral contracts for capacity and energy;

iii. the STEM,;

iv. Balancing;

V. the dispatch process;

Vi. planning processes; and

Vii. the administration of the market, including the Market Rule change
process;

(c) an assessment of any specific events, behaviour or matters that impacted on
the effectiveness of the market; and

(d) any recommended measures to increase the effectiveness of the market in
meeting the Wholesale Market Objectives to be considered by the Minister.
2.16.13. In carrying out its responsibilities under clause 2.16.9(b), the Economic
Regulation Authority must:
(@) estimate the prevalence of such behaviour;
(b) estimate the cost to end users of such behaviour;

(c) estimate the impact of such behaviour on the effectiveness of the market in
meeting the market objectives;

(d) consult with Market Participants on the impacts of such behaviour;

(e) estimate the benefits and costs of any recommended measure to reduce such
behaviour. The Economic Regulation Authority:

i. may use market simulation tools to estimate the benefits and costs;

ii. must give consideration to:
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1. the probability of success of the measure in reducing the
behaviour;
2. the implications on the efficiency of the market of implementing

the measure; and

3. the costs of compliance as a result of implementing the
measure;
(f) where the benefits of any change are estimated to exceed the cost, make

recommendations to the Minister for implementing the measures in a report
under clause 2.16.11; and

(9) provide details of its findings in a report to the Minister under clause 2.16.11.

2.16.14. The Economic Regulation Authority must use any information collected under
this clause 2.16, including information provided to it by the IMO, only for the purpose
of carrying out its functions under this clause 2.16. The Economic Regulation
Authority must treat information collected as confidential and must not publish any of
that information other than in accordance with this clause 2.16. The IMO must use
information provided to it by the Economic Regulation Authority under clause
2.16.6(c) only for the purpose of carrying out its functions under this clause 2.16.
The IMO must treat information provided to it by the Economic Regulation Authority
under clause 2.16.6(c) as confidential and must not publish any of that information
other than in accordance with this clause 2.16.

2.16.15. Where the Economic Regulation Authority provides a report to the Minister in
accordance with clause 2.16.11, it must, after consultation with the Minister, publish a
version of the report which has confidential or sensitive data aggregated or removed.
An assessment of the results of the Economic Regulation Authority’s monitoring
under clause 2.16.9(b) must be included in the published version of the report.

2.16.16. In respect of any reports published under this clause 2.16, only aggregate or
summary statistics of confidential data may be published. The aggregation must be
at a level sufficient to ensure the underlying data cannot be identified. Where
aggregated data is derived from confidential data collected from three or less Market
Participants, then this data should not be published.

Reviewable Decisions and Disputes

2.17. Reviewable Decisions

The legislation mandates that all non-reviewable decisions be specified in the Regulations
(by class), and this will need to be taken into account in the final wording here, once the
Regulations have been made.

The Reviewable Decision provisions only apply to IMO decisions. Decisions made by
System Management are not Reviewable Decisions, although some are subject to further
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review by the IMO where this is set out in the Market Rules (eg outage planning). In addition
rule breach provisions may apply where System Management has not acted in accordance
with the Market Rules.

Procedural Reviews can apply to either the IMO or System Management, and are reviews of
the process that the IMO or System Management has gone through in developing a rule
change or Market Procedure change.

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

(a) clause 2.3.7;

The IMO appoints and removes members of the Market Advisory Committee.

(b) clauses 2.13.28;

The IMO publishes a report on enforcement actions.

(c) clause 2.28.16;

The IMO exempts a person from having to register as a Rule Participant.

(d) clauses 2.30.4 and 2.30.8;

Market Participant applies to the IMO for facility aggregation, or IMO decides that facility
must be disaggregated.

(dA) clauses 2.30A.2 and 2.30A.5;

Market Participant applies to the IMO for exemption from funding Spinning Reserve, or IMO
decides to change the facilities status in this regard.

(dB) clauses 2.30B.4. 2.30B.6 and 2.30B.7;

Market Participant applies to the IMO to be treated as an Intermittent Load, or the IMO
decides to cease treating a load as an Intermittent Load.

(e) clause 2.31.10;

The IMO accepts or rejects applications for registration/deregistration/transfer of participant
or facility.

0] clause 2.34.7;

The IMO rejects a change in a participant’s standing data

(9) clause 2.34.11;

The IMO requires a change in a participant’s standing data because it is inaccurate.

(h) clauses 2.37.1 to 2.37.3;
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The IMO determines the Credit Limit for a Market Participant

(0 clause 2.37.6 and 2.37.7,

The IMO determines the Credit Limit for a Network Operator.

)] clauses 4.9.9 and 4.28B.4;

The IMO sets the Certified Capacity, Reserve Capacity Obligations and, in the case of
clause 4.9.9, any Security Deposit for a facility.

(K) clause 4.16.1;

The IMO determines that a Reserve Capacity Auction will not take place because sufficient
capacity has been procured bilaterally.

)] clause 4.27.7;

The IMO restricts amount of planned maintenance allowed under Reserve Capacity
obligations

(m) clauses 4.28.7 and 4.28.11;

The Individual Reserve Capacity Requirements determined by the IMO

(n) clauses 5.2.6 and 5.2.7;

The IMO identifies whether more than one party could provide the Network Control Services

(o) clause 5.3.6; and

The IMO determines the Network Control Service certification for a facility

(p) clause 10.2.1.

The IMO decides the confidentiality status of market related information.

Note that the lists above do not contain decisions on the following:

Areas where the IMO'’s decision is already a review of another person’s decision — eg an
IMO review of a loss factor calculation, or an IMO review of an outage decision

Decisions on the results of auctions — the Reserve Capacity auction, STEM auction and
Network Control Service tender decisions are not reviewable decisions.

Operational type decisions — e.g. accepting submissions, calculating prices. In cases where
the IMO has not performed these processes in accordance with the Market Rules the market
rule breach provisions may apply.
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Settlement calculations — these are dealt with by the settlement disagreement/dispute
process.

2.17.2. Decisions by the IMO made under the following clauses may be subject to a
Procedural Review:

(@) clauses 2.5.9, 2.6.4(f) and 2.7.8(e);

The IMO subjects Rule Change Proposal to Fast Track or accepts or rejects Market Rule
change.

(b) clauses 2.10.13, 2.10.14.

The IMO accepts or rejects Procedure change.

2.17.3. In accordance with the Regulations, a Rule Participant may apply to the Energy
Review Board for a review of Reviewable Decisions or a decision made under
clauses subject to Procedural Review.

The remaining Reviewable Decision and Procedural Review arrangements are expected to
be as follows. The Energy Review Board will review the decision, and may affirm the
decision, vary the decision, set aside the decision and make a substitute decision, or set
aside the decision and send the decision back to the IMO/System Management who will
make a new decision in accordance with any directions or recommendations of the Energy
Review Board. Decisions by the Energy Review Board on Reviewable Decisions and
Procedural Reviews may not be appealed, except on matters of law. Such appeals may be
made to the Supreme Court. Some of these provisions will be in Regulations, although
some of the process details may appear in the Market Rules once the Regulations are
completed.

2.18. Disputes

2.18.1. The dispute process set out in clauses 2.18, 2.19 and 2.20 applies to any dispute
concerning:
(@) the application or interpretation of these Market Rules;

(b) the failure of Rule Participants to reach agreement on a matter where these
Market Rules require agreement or require the Rule Participants to negotiate
in good faith with a view to reaching agreement;

(c) payment of moneys under, or the performance of any obligation under, these
Market Rules,

but does not apply to:

(d) any matter that is identified as a Reviewable Decision or is subject to
Procedural Review; or
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(e) a matter that arises under a contract between Rule Participants, unless the
IMO is a party to the contract and the contract provides that the dispute
process applies.

Contractual disputes will be dealt with via dispute mechanisms set out in the contract.

2.18.2. For the purposes of these Market Rules, the “Dispute Participants” are the Rule
Participants raising the dispute, the IMO and all Rule Participants named in a Notice
of Dispute or joined to the dispute in accordance with clause 2.19.5.

Rule Participants includes the IMO and System Management

2.18.3. At any time during the course of resolving a dispute a Dispute Participant may refer a
guestion of law to a court of competent jurisdiction.

2.18.4. Dispute Participants must not agree to actions to be taken in resolution of a dispute
that are inconsistent with the Market Rules.

2.19. First Stage Dispute Resolution

2.19.1. Where a Rule Participant wishes to raise a dispute with another Rule Participant
concerning a matter to which this dispute process applies, it may issue a Notice of
Dispute to each other Rule Participant that is a party to the dispute within 12 months
of the matter giving rise to the dispute.

2.19.2. The Rule Participant raising the dispute may name any Rule Participant in a Notice of
Dispute that the Rule Participant raising the dispute considers may be affected by the
dispute or resolution of the dispute.

2.19.3. The Notice of Dispute must be in writing and must contain:

(@) the date on which the Notice of Dispute was issued,;
(b) the identity of the Rule Participant issuing the Notice of Dispute;
(c) the identities of the other Rule Participants party to the dispute;

(d) the details of the dispute, including a description of the disputed actions, and
the time and date when the disputed actions occurred; and

(e) the contact person for the Rule Participant issuing the dispute, and their
mailing address.

2.19.4. A Rule Participant receiving a Notice of Dispute under clause 2.19.1 must supply a
confirmation of the receipt of the Notice of Dispute within two Business Days of
receipt of the Notice of Dispute, including details of a contact person and their mailing
address.
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2.19.5. Where the IMO receives a Notice of Dispute and it considers that a Rule Participant
not named in the Notice of Dispute may be affected by the dispute or resolution of
the dispute, it may, within 10 Business Days of receiving the Notice of Dispute, join
the Rule Participant to the dispute by notifying the Rule Participant of the dispute and
providing a copy of the Notice of Dispute.

2.19.6. The Chief Executive Officers, or their designated representatives with authority to
resolve the dispute, from all Dispute Participants must make reasonable endeavours
to meet on one or more occasions, and to attempt in good faith and using their best
endeavours at all times to resolve the dispute.

In the case of disputes involving System Management, in some circumstances the CEO of
the Electricity Networks Corporation may not be appropriate person, and the general
manager of System Management should be used.

2.19.7. A dispute must be escalated to the second stage dispute resolution process in clause
2.20 if the Dispute Participants have not resolved the dispute (as evidenced by the
terms of the settlement being reduced to writing and signed by each Chief Executive
Officer) within:

(@) a time period agreed by all Dispute Participants; or

(b) if no time period is agreed by all Dispute Participants, within 60 days of the
date on which the Notice of Dispute was issued.

2.20. Second Stage Dispute Resolution

2.20.1. Where any Dispute is not resolved as provided for in clause 2.19 then the Dispute
Participants must give consideration to resolving the dispute through mediation,
conciliation, arbitration or alternative dispute resolution methods, using an
independent body agreed between the Dispute Participants.

2.20.2. If any Dispute is not resolved as provided for in clause 2.19 and a Dispute Participant
has given consideration to resolving the dispute in accordance with clause 2.20.1,
then that Dispute Participant may commence proceedings before a court of
competent jurisdiction in relation to the dispute.

Market Consultation
2.21. Market Consultation

2.21.1. The IMO must consult on such matters with such persons and over such timeframes
as are specified in these Market Rules.

2.21.2. The IMO must:

(@) conduct its consultation processes in good faith; and
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(b) ensure that these consultation processes allow a reasonable opportunity for
relevant stakeholders to present their views.

2.21.3. System Management must consult on such matters with such persons and over such
timeframes as are specified in these Market Rules.

2.21.4. System Management must:
(@) conduct its consultation processes in good faith; and

(b) ensure that these consultation processes allow a reasonable opportunity for
relevant stakeholders to present their views.

Budgets and Fees
2.22. Determination of the IMO’s budget

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

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

(b) system planning services, including the IMO’s performance of the Long Term
PASA function and functions under Chapter 5; and

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

2.22.2. Prior to the establishment of the IMO the Minister must determine the budget of the
IMO, for each of the services described in clause 2.22.1.

Note that IMO costs for ERB appeals and legal proceeding will have to be factored into the
IMO budget.

2.22.3. For the Review Period, the IMO must seek the approval of its Allowable Revenue
from the Economic Regulation Authority for each of the services described in clause
2.22.1 in accordance with the following:

(@) by 30 November of the year prior to the start of the Review Period, the IMO
must submit a proposal for its Allowable Revenue over the Review Period;

(b) the Economic Regulation Authority must undertake a public consultation
process in approving the Allowable Revenue for the IMO for a Review Period,
which must include publishing an issues paper and issuing an invitation for
public submissions;
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2.22.4.

2.22.5.

2.22.6.

2.22.7.

2.22.8.

2.22.9.

(c) by 31 March of the year in which the Review Period commences, the
Economic Regulation Authority must determine the Allowable Revenue of the
IMO for the Review Period for each of the services described in clause
2.22.1.

Where the Economic Regulation Authority does not make a determination by the
date specified in clause 2.22.3(c), the Allowable Revenue from the previous Review
Period, or the budget determined by the Minister under clause 2.22.2, as applicable,
will continue to apply until the Economic Regulation Authority makes a determination.

Following the establishment of the IMO, by 30 April each year, the IMO must
prepare a budget proposal for each of the services described in clause 2.22.1 for the
coming Financial Year and submit it to the Minister.

Following the first determination of the Allowable Revenue of the IMO by the
Economic Regulation Authority under clause 2.22.3 and subject to clauses 2.22.7
and 2.22.8, the budget proposal must be consistent with the Allowable Revenue
determined by the Economic Regulation Authority for the relevant Review Period.

Where the revenue earned for the services described in clause 2.22.1 via Market
Fees in the previous Financial Year is greater than or less than the IMO’s
expenditure for that Financial Year, the current year's budget must take this into
account by decreasing the budgeted revenue by the amount of the surplus or adding
to the budgeted revenue the amount of any shortfall, as the case may be.

Where, taking into account any adjustment under clause 2.22.7, the budget proposal
is likely to result in revenue recovery, over the relevant Review Period, more than
15% greater than the Allowable Revenue determined by the Economic Regulation
Authority, the IMO must apply to the Economic Regulation Authority to reassess the
Allowable Revenue. The IMO must endeavour to make such an application in
sufficient time to allow its budget proposal to be approved under clause 2.22.9 before
the commencement of the Financial Year to which it relates. The Economic
Regulation Authority may amend a determination under clause 2.22.3(c) if the IMO
makes an application under this clause 2.22.8. Clause 2.22.3(b) applies in the case
of an application under this clause 2.22.8.

The Minister must make a decision on the budget proposal within 30 Business Days,
and notify the IMO of the decision. The Minister may:

(@) approve the budget proposal; or

(b) refer the budget proposal back to the IMO for re-consideration in accordance
with any directions or recommendations of the Minister.

When the Minister refers the budget proposal back to the IMO, the IMO must
reconsider the proposal in accordance with any directions or recommendations of the
Minister and re-submit a revised budget proposal to the Minister, in which case this
clause 2.22.9 applies.
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2.22.10. Where the Minister does not approve a budget proposal in accordance with
clause 2.22.9 prior to the commencement of the Financial Year to which it relates,
the prior year's budget and any market fees derived from that budget in accordance
with clause 2.24 continue to apply until the Minister makes a decision.

2.22.11. The IMO must publish the approved budget within five Business Days
following the Minister approving the budget in accordance with clause 2.22.9.

2.22.12. The Economic Regulation Authority must take the following into account when
determining the Allowable Revenue of the IMO:

(a) the Allowable Revenue must be sufficient to cover the forward looking costs
of providing the services described in clause 2.22.1 and performing its
functions and obligations under these Market Rules in accordance with the
following principles:

i. recurring expenditure requirements and payments are recovered in
the year of the expenditure;

ii. capital expenditures are to be recovered through the depreciation and
amortisation of the assets acquired by the capital expenditure in a
manner that is consistent with generally accepted accounting
principles;

iil. costs incurred by the IMO that are related to market establishment, as
designated by the Minister, are to be recovered over a period
determined by the Minister from Energy Market Commencement; and

iv. notwithstanding paragraphs (i), (ii) and (iii), expenditure incurred, and
depreciation and amortisation charged, in relation to any Declared
Market Project are to be recovered over the period determined for that
Declared Market Project.

(b) the Allowable Revenue must include only costs which would be incurred by a
prudent provider of the services described in clause 2.22.1, acting efficiently,
seeking to achieve the lowest practicably sustainable cost of delivering the
services described in clause 2.22.1 in accordance with these Market Rules,
while effectively promoting the Wholesale Market Objectives.

(c) where possible, the Economic Regulation Authority should benchmark the
Allowable Revenue against the costs of providing similar services in other
jurisdictions.

2.22.13. Subject to clause 2.22.14, the IMO may declare a project to be a Declared
Market Project if:
(@) the project involves:

i. a major change to a function of the IMO or System Management
under these Market Rules; or
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ii. a major change to any of the computer software or systems that the
IMO or System Management uses in the performance of any of its
functions under these Market Rules; and

(b) the IMO estimates that the cost to implement the changes would cause either
the IMO’s budget or System Management’s budgets during the current
Review Period to exceed their respective approved Allowable Revenue by
more than 15%.

2.22.14. Before the IMO commences a Declared Market Project the IMO must obtain

2.23.

2.23.1.

2.23.2.

2.23.3.

2.23.4.

approval from the Economic Regulation Authority for an increase in the Allowable
Revenue relevant to the Declared Market Project, including the period over which the
incremental Allowable Revenue will apply.

Determination of System Management’s budget

For the purposes of this clause 2.23, the services provided by System Management
are:

(@) system operation services, including all of System Management’s functions
and obligations under these Market Rules except the provision of Ancillary
Services; and

(b) System Management'’s functions and obligations under these Market Rules in
relation to the provision of Ancillary Services.

For each year until the process referred to in clause 2.23.3 to 2.23.10 applies, the
Shareholding Minister must determine the budget of System Management for each of
the services described in clause 2.23.1.

For each Review Period, System Management must seek the approval of its
Allowable Revenue from the Economic Regulation Authority in accordance with the
following:

(@) by 30 November of the year prior to the start of the Review Period, System
Management must submit a proposal for its costs over the Review Period;

(b) the Economic Regulation Authority must undertake a public consultation
process, which must include publishing an issues paper and issuing an
invitation for public submissions;

(c) by 31 March of the year in which the Review Period commences, the
Economic Regulation Authority must determine the Allowable Revenue of
System Management for the Review Period for each of the services
described in clause 2.23.1.

Where the Economic Regulation Authority does not make a determination by the
date specified in clause 2.23.3(c), the Allowable Revenue from the previous Review
Period, or the budget determined by the Shareholding Minister under clause 2.33.1,
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as applicable, will continue to apply until the Economic Regulation Authority makes a
determination.

2.23.5. Following the first determination of the Allowable Revenue of System Management
by the Economic Regulation Authority in accordance with clause 2.23.3, by 30 April
each year System Management must prepare a budget proposal for each of the
services described in clause 2.23.1 for the coming Financial Year.

2.23.6. Subject to clauses 2.23.7 and 2.23.8, the budget proposal must be consistent with
the Allowable Revenue determined by the Economic Regulation Authority for the
relevant Review Period.

2.23.7. Where the revenue earned for a service described in clause 2.23.1 via System
Operation Fees or Ancillary Service payments in the previous Financial Year is
greater than or less than System Management’'s expenditure for that Financial Year,
the current year’'s budget must take this into account by decreasing the budgeted
revenue by the amount of the surplus or adding to the budgeted revenue the amount
of any shortfall, as the case may be.

2.23.8. Where, taking into account any adjustment under clause 2.23.7, the budget proposal
is likely to result in revenue recovery, over the relevant Review Period, more than
15% greater than the Allowable Revenue determined by the Economic Regulation
Authority, System Management must apply to the Economic Regulation Authority to
reassess the Allowable Revenue. System Management must endeavour to make
such an application in sufficient time to meet its obligation under clause 2.23.9. The
Economic Regulation Authority may amend a determination under clause 2.23.3(c) if
System Management makes an application under this clause 2.23.8. Clause
2.23.3(b) applies in the case of an application under this clause 2.23.8.

2.23.9. System Management must provide a copy of the budget proposal to the IMO by 30
April each year. The IMO must review the budget proposal and submit a report
containing advice on whether System Management's budget is consistent with the
Allowable Revenue determined by the Economic Regulation Authority to the Minister
by 31 May.

2.23.10. The budget proposal must be reflected in the Statement of Corporate Intent
for the Electricity Networks Corporation and must be consistent with the segregation
of System Management from other business units of the Electricity Networks
Corporation.

2.23.11. System Management must provide the budget to the IMO and the IMO must
publish the budget by 30 June each year.

2.23.12. The Economic Regulation Authority must take the following into account when
determining the Allowable Revenue of System Management:
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(a) the Allowable Revenue must be sufficient to cover the forward looking costs
of providing the services described in clause 2.23.1 and performing its
functions and obligations under these Market Rules in accordance with the
following principles:

i. recurring expenditure requirements and payments are recovered in
the year of the expenditure;

ii. capital expenditures are to be recovered through the depreciation and
amortisation of the assets acquired by the capital expenditure in a
manner that is consistent with generally accepted accounting
principles;

iii. costs incurred by System Management that are related to market
establishment, as designated by the Minister, are to be recovered over
a period determined by the Minister from Energy Market
Commencement; and

iv. notwithstanding paragraphs (i), (ii) and (iii), expenditure incurred, and
depreciation and amortisation charged, in relation to any Declared
Market Project are to be recovered over the period determined for that
Declared Market Project.

(b) the Allowable Revenue must include only costs which would be incurred by a
prudent provider of the services described in clause 2.23.1, acting efficiently,
in accordance with good electricity industry practice, seeking to achieve the
lowest practicably sustainable cost of delivering the services described in
clause 2.23.1 in accordance with these Market Rules, while effectively
promoting the Wholesale Market Objectives;

(c) where possible, the Economic Regulation Authority should benchmark the
Allowable Revenue against the costs of providing similar services in other
jurisdictions; and

(d) the determination of the Allowable Revenue of Ancillary Service provision
must take into account the payment structure set out in clause 3.13, and the
Economic Regulation Authority must determine values for:

i. the reserve availability payment margin applying for Peak Trading
Intervals, Margin_Peak, which must take account of:

1. the margin the Electricity Generation Corporation could
reasonably have been expected to earn on energy sales
forgone due to the supply of Spinning Reserve during Peak
Trading Intervals;

2. the loss in efficiency of the Electricity Generation Corporation
Registered Facilities that System Management has scheduled
to provide Spinning Reserve during Peak Trading Intervals that
could reasonably be expected due to the scheduling of those
reserves;
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(e)

ii. the reserve availability payment margin applying for Off-Peak Trading
Intervals, Margin_Off-Peak, which must take account of:

1. the margin the Electricity Generation Corporation could
reasonably have been expected to earn on energy sales
forgone due to the supply of Spinning Reserve during Off-Peak
Trading Intervals;

2. the loss in efficiency of the Electricity Generation Corporation
Registered Facilities that System Management has scheduled
to provide Spinning Reserve during Off-Peak Trading Intervals
that could reasonably be expected due to the scheduling of
those reserves;

iii. Cost_LRD, which must cover the costs for providing the Load
Rejection Reserve, System Restart, and Dispatch Support Ancillary
Services.

the determination of the Allowable Revenue of Ancillary Service provision
must take into account Ancillary Service Contracts that System Management
has entered into.

2.24. Determination of Market Fees

2.24.1. The fees charged by the IMO are:

(@)

(b)

Market Fees, System Operation Fees and Regulator Fees determined in
accordance with clause 2.24.2; and

Application Fees described in clauses 2.33.1(a), 2.33.2(a), 2.33.3(a),
2.33.4(a), 2.33.5(a), and 4.9.3(c).

2.24.2. Before 30 June each year, the IMO must determine and publish the level of the
Market Fee rate, System Operation Fee rate and Regulator Fee rate and the level of

each of the Application Fees to apply over the year starting 1 July.

2.24.3. At the same time, the IMO must also publish an estimate of the total amount of
revenue to be earned from:

(@)

(b)

Market Fees collected for the IMO’s:

i. market operation services;

ii. system planning services; and
iii. market administration services,

where the amounts to be earned for each service is equal to the relevant
costs in the IMO’s approved budget published in accordance with clause
2.22.11;

System Operation Fees collected for System Management's:
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2.24.4.

2.24.5.

2.24.6.

2.24.7.

2.25.

2.25.1.

2.25.2.

2.25.3.

i. system operation services;

where the amount to be earned is equal to the relevant costs in System
Management’s budget published in accordance with clause 2.23.11; and

(c) Regulator Fees collected for the Economic Regulation Authority’s monitoring
and regulation services,

where the amount must be consistent with the amount notified in accordance with
clause 2.24.6.

The Market Fee rate, System Operation Fee rate and Regulator Fee rate should be
set at a level that the IMO estimates will earn revenue equal to the relevant estimate
of revenue under clause 2.24.3.

The Economic Regulation Authority may recover a portion of its budget determined
by the Minister responsible for the Economic Regulation Authority which corresponds
to the costs incurred by the Economic Regulation Authority in undertaking its
Wholesale Electricity Market related functions and other functions under these
Market Rules from the collection of Regulator Fees under these Market Rules.

By the date which is five Business Days prior to 30 June each year, the Economic
Regulation Authority must notify the IMO of the dollar amount that the Economic
Regulatory Authority may recover under clause 2.24.5.

The level of each Application Fee:

(@) must reflect the estimated average costs to the IMO of processing that type of
application;

(b) must be consistent with the Allowable Revenue approved by the Economic
Regulation Authority; and

(c) may be different for different classes of Rule Participant and different classes
of facility.

Payment of Market Participant Fees

The IMO must charge a Market Participant the relevant payment amount for Market
Fees, System Operation Fees and Regulator Fees for a Trading Month in
accordance with clause 9.13.

Each Market Participant must pay the relevant payment amount for Market Fees,
System Operation Fees and Regulator Fees in accordance with Chapter 9.

Following receipt of a payment contemplated by clause 2.25.2, the IMO must:

(@) pay each of System Management and the Economic Regulation Authority in
accordance with Chapter 9 an amount corresponding to the part of the
payment received multiplied by the relevant proportionality factor;
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(b) transfer to the fund established under clause 9.22.9 in accordance with
Chapter 9 an amount corresponding to the part of the payment received
multiplied by the relevant proportionality factor,:

2.25.4. The relevant proportionality factor for the IMO, System Management or the Economic
Regulatory Authority for a Financial Year is:

(@) the estimate of the total amount to be earned from Market Fees, System
Operation Fees or Regulator Fees (as applicable) in respect of its services
published for the relevant year under clause 2.24.3; divided by

(b) the estimate of the total amount to be earned from Market Fees, System
Operation Fees and Regulator Fees in respect of all services published for
the relevant year under clause 2.24.3.

2.25.5. Rule Participants must pay the relevant Application Fee upon submitting an
application form in accordance with clause 2.31.2, or in accordance with clause
4.9.3, as applicable.

Maximum and Minimum Prices and Loss Factors

2.26. Economic Regulation Authority Approval of Maximum and Minimum
Prices

The IMO recalculates the Maximum Reserve Capacity Price and Energy Price Limits every
year based on formulae in the Market Rules, but where it considers that a different value is
required for the effective operation of the market, it can carry out a review process and
revise the value. The revision is subject to ERA approval.

2.26.1. Where the IMO has proposed a revised value for the Maximum Reserve Capacity
Price in accordance with clause 4.16 or a change in the value of one or more Energy
Price Limits in accordance with clause 6.20, the Economic Regulation Authority must:

(@) review the report provided by the IMO, including all submissions received by
the IMO in preparation of the report;

(b) make a decision as to whether or not to approve the revised value for the
Maximum Reserve Capacity Price or any value comprising the Energy Price
Limits;

(c) in making its decision, consider:

i. whether the proposed revised value for the Maximum Reserve
Capacity Price or Energy Price Limit proposed by the IMO reasonably
reflects the application of the method and guiding principles described
in clauses 4.16 or 6.20 (as applicable);

ii. whether the IMO has carried out an adequate public consultation
process; and
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2.26.2.

2.26.3.

2.26.4.

2.27.

2.27.1.

(d) notify the IMO as to whether or not it has approved the revised value.

Where the Economic Regulation Authority rejects a revised Maximum Reserve
Capacity Price or the Energy Price Limits submitted by the IMO it must give reasons
and may direct the IMO to carry out all or part of the review process under clause
4.16 or 6.20 (as applicable) again in accordance with any directions or
recommendations of the Economic Regulation Authority.

The Economic Regulation Authority must review the methodology for setting the
Maximum Reserve Capacity Price and the Energy Price Limits not later than the fifth
anniversary of the first Reserve Capacity Auction and, subsequently, not later than
the fifth anniversary of the completion of the preceding review under this clause
2.26.3. A review must examine:

(@) the level of competition in the market;

(b) the level of market power being exercised and the potential for the exercise of
market power;

(c) the effectiveness of the methodology in curbing the use of market power;

(d) historical Reserve Capacity Offers and the proportion of Reserve Capacity
Offers with prices equal to the Maximum Reserve Capacity Price;

(e) historical STEM Bids and STEM Offers and the proportion of STEM Bids and
Offers with prices equal to the Energy Price Limits;

(f) the appropriateness of the parameters and methodology in clauses 4.16 and
Appendix 4 for recalculating the Maximum Reserve Capacity Price;

(9) the appropriateness of the parameters and methodology in clause 6.20 for
recalculating the Energy Price Limits;

(h) the performance of Reserve Capacity Auctions, STEM Auctions and
Balancing in meeting the Wholesale Market Objectives; and

() other matters which the Economic Regulation Authority considers relevant.

The Economic Regulation Authority must provide a report on the review to the
Minister.

Determination of Loss Factors

By 1 June of each year Network Operators must calculate and provide to the IMO
Loss Factors for each connection point in their Network at which is connected a:
(@) Scheduled Generator;

(b) Non-Scheduled Generator;

(c) Non-Dispatchable Load;

(d) Interruptible Load;
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(e)
(f)

Curtailable Load; or

Dispatchable Load

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

(@)

(b)

()

(d)
(e)

(f)

2.27.2A

Loss Factors are static and apply to each connection point until new Loss
Factors are calculated in accordance with clause 2.27.1 or 2.27.4(d);

Loss Factors must represent the marginal 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;

Loss Factors must be calculated using:

i. generation and load meter data from the preceding 12 months; and
ii. an appropriate network load flow software package; and

Loss Factors must include transmission and distribution losses;

a specific Loss Factor must be calculated for each:

i. Scheduled Generator;

ii. Non-Scheduled Generator;

iii. Curtailable Load;

iv. Interruptible Load;
V. Dispatchable Load; and
Vi. Non-Dispatchable Load above 1000kVA peak consumption;

the same Loss Factor will apply to all Non-Dispatchable Loads less than
1000kVA peak consumption, and will be determined on an averaged basis.

For the purpose of these Market Rules, where a Loss Factor must be applied

to a Notional Wholesale Meter value then the loss factor described in clause 2.27.2(f)
is to apply.

2.27.3. The IMO must publish the Loss Factors as soon as practicable after receiving them
from all Network Operators.

2.27.3A.

Once all Loss Factors are published in accordance with clause 2.27.3 or

where one or more Loss Factors are changed in accordance with clauses 2.27.4(e)
or 2.27.5 the IMO must publish the time from which the Loss Factor or Loss Factors
will apply, where this must be from the commencement of a Trading Day.

2.27.3B.

In setting the time from which a Loss Factor or Loss Factors will apply in

accordance with clause 2.27.3A the IMO must allow sufficient time for Market
Participants to identify and update Standing Data that is dependent on Loss Factors.
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2.27.4. A Market Participant may seek a re-assessment by the IMO of any Loss Factor
applying to a Scheduled Generator, Non-Scheduled Generator, Curtailable Load,
Interruptible Load, Dispatchable Load or Non-Dispatchable Load registered by that
Market Participant in accordance with the following process:

2.27.5.

2.27.6.

(@)

(b)

()

(d)

(e)

the Market Participant must apply to the IMO in writing within 15 Business
Days of receiving the notification of the Loss Factors, stating the Loss Factors
that it believes to be in error and its reasons for believing that the Loss
Factors should take some other value;

upon receiving such an application, the IMO must:

i. within two Business Days notify the relevant Network Operator that
the IMO intends to carry out an audit of the Loss Factor calculation;
and

ii. within 25 Business Days audit the Loss Factor calculation.

the relevant Network Operator must cooperate with the audit of the Loss
Factor calculation by providing reasonable access to the data and
calculations used in producing the Loss Factor.

Where the audit reveals an error in the Loss Factor calculation, the IMO must
direct the Network Operator to recalculate the Loss Factor, and may instruct
the Network Operator to recalculate other Loss Factors provided by that
Network Operator.

Where the IMO directs the Network Operator to recalculate a Loss Factor,
then the Network Operator must do so, and must provide the recalculated
Loss Factor to IMO. The recalculated Loss Factor is substituted for the value
previously applied with effect from the time published by the IMO In
accordance with clause 2.27.3A.

Where a Network Operator fails to provide the IMO with a Loss Factor in accordance
with clause 2.27.1 or 2.27.4(d), the IMO must continue to use the equivalent Loss
Factor from the previous year until such time as the Network Operator has provided
the IMO with the new Loss Factor and that Loss Factor has taken effect. The
recalculated Loss Factor is substituted for the value previously applied with effect
from the time published by the IMO in accordance with clause 2.27.3A.

The IMO must document standards, methodologies and procedures to be used in
determining the Loss Factors in the Market Operations Procedure and Network
Operators must follow that documented Market Procedure when determining the
Loss Factors.

Participation and Registration

2.28. Rule Participants

2.28.1. The classes of Rule Participant are:
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(@) Network Operator;
(b) Market Generator;

(c) Market Customer;

The concept of a Metering data Agent is still used in the Market Rules, but it will now simply
be a Network Operator, and does not require a separate registration.

2.28.2.

2.28.3.

2.28.4.

2.28.5.

2.28.6.

2.28.7.

(cA) Ancillary Service Providers;
(d) System Management; and

(e) the IMO.

Subject to clauses 2.28.3 and 2.28.16, a person who owns, controls or operates a
transmission system or distribution system which forms part of the South West
Interconnected System, or is electrically connected to that system, must register as a
Rule Participant in the Network Operator class.

A person that owns, controls or operates a transmission system or distribution
system may, but is not required to, register as a Rule Participant in the Network
Operator class where both the following are satisfied:

(@) System Management informs the IMO that it has determined that it does not
require information about the relevant network to maintain Power System
Security and Power System Reliability; and

(b) no Market Participant Registered Facilities are directly connected to the
transmission system or distribution system.

A person who intends to own, control or operate a transmission system or distribution
system which will form part of the South West Interconnected System, or will be
electrically connected to that system, may register as a Rule Participant of the
Network Operator class.

Subject to clause 2.28.16, a person registered as a Network Operator may be
registered as a Rule Participant in another class or other classes.

Subject to clause 2.28.16, a person who owns, controls or operates a generation
system which has a rated capacity that equals or exceeds 10 MW and is electrically
connected to a transmission system or distribution system which forms part of the
South West Interconnected System, or is electrically connected to that system, must
register as a Rule Participant in the Market Generator class.

A person that owns, controls or operates a generation system which has a rated
capacity of less than 10 MW, but which equals or exceeds 0.005 MW, and is
electrically connected to a transmission system or distribution system which forms
part of the South West Interconnected System, or is electrically connected to that
system, may register as a Rule Participant in the Market Generator class.
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2.28.8. A person who intends to own, control or operate a generation system which has a
rated capacity that equals or exceeds 0.005 MW and is or will be electrically
connected to a transmission system or distribution system which forms part of the
South West Interconnected System, or is electrically connected to that system, may
register as a Rule Participant in the Market Generator class.

2.28.9. Subject to clause 2.28.16, a person registered as a Market Generator may be
registered as a Rule Participant in another class or other classes.

2.28.10. Subject to clause 2.28.16, a person who sells electricity to Contestable
Customers in respect of facilities electrically connected to a transmission system or
distribution system which forms part of the South West Interconnected System, or is
electrically connected to that system, must register as a Rule Participant in the
Market Customer class.

2.28.11. A person who intends to sell electricity to Customers in respect of Facilities
electrically connected to a transmission system or distribution system which forms
part of the South West Interconnected System, or is electrically connected to that
system, may register as a Rule Participant in the Market Customer class.

2.28.11A. A person who intends to enter into an Ancillary Service Contract with System
Management and who is not registered in any other Rule Participant Class must
register as an Ancillary Service Provider;

2.28.11B. A person who is registered in a Rule Participant Class other than the Ancillary
Service Provider class, or who does not intend to enter into an Ancillary Service
Contract with System Management may not register as an Ancillary Service Provider.

2.28.12. Subject to clause 2.28.16, a person registered as a Market Customer may be
registered as a Rule Participant in another class or classes.

2.28.13. Subject to clause 2.28.16 and 4.24.4, a person not covered by clauses 2.28.2
to 2.28.12 but who sells or purchases electricity or another electricity related service
under these Market Rules to or from the IMO must register as a Rule Participant.
The person must register in either the Market Generator class or the Market
Customer class, as determined by the IMO.

2.28.14. System Management is a Rule Participant, but is not required to register.

2.28.15. The IMO is a Rule Participant, but is not required to register, and must not be
registered in any other Rule Participant class.

2.28.16. The IMO may determine that a person is exempted from the requirement to
register in accordance with clauses 2.28.2, 2.28.6, 2.28.10, 2.28.11A or 2.28.13. An
exemption may be given subject to any conditions the IMO considers appropriate.
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NEMMCO's practice has been to register one entity in respect of each facility, and exempt
the other entities that fall in the “owns, controls or operates” net, but usually on condition that
the exempted parties enter into a deed confirming that NEMMCO is entitled to deal with the
registered entity in respect of the facility for all purposes under the Code. However, some
participants, for their own purposes, have registered more than one entity in respect of a
particular facility (eg, all the joint venturers owning a particular power station), and NEMMCO
has facilitated this, particularly when the parties have made it clear they need to do it for tax
or financing reasons.

2.28.17. A Rule Participant under these Market Rules is a participant for the purposes
of section 121(2) of the Electricity Industry Act.

2.28.18. A Rule Participant that is registered as either a Market Generator or a Market
Customer is a Market Participant.

2.28.19. A Rule Participant must:
(@) be resident in, or have permanent establishment in, Australia;

(b) not be an externally-administered body corporate (as defined in the
Corporations Act), or under a similar form of administration under any laws
applicable to it in any jurisdiction;

(c) not have immunity from suit in respect of the obligations of a Rule Participant
under these Market Rules; and

(d) be capable of being sued in its own name in a court of Australia.

2.29. Facility Registration Classes

2.29.1. The following are Facilities for the purposes of these Market Rules:
(@) a distribution system;
(b) a transmission system;
(c) a generation system; and
(d) a connection point at which electricity is delivered from a distribution system

or transmission system to a Rule Participant (“Load”).

2.29.2. No facility registered in one Facility Class can simultaneously be registered in
another Facility Class.

2.29.3. Subject to clause 2.29.9, a Network Operator must register any transmission system
or distribution system owned, operated or controlled by that Network Operator as a
Network, where that transmission or distribution system forms part of the South West
Interconnected System, or is electrically connected to that system.

2.29.4. Subject to clause 2.29.9, a Market Generator that owns, operates or controls a
generation system:
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(a) must register that generation system as a Non-Scheduled Generator where
the generation system has a rated capacity that equals or exceeds 0.005 MW
and the generation system is an Intermittent Generator;

(b) must register that generation system as a Scheduled Generator where the
generation system has a rated capacity that equals or exceeds 10 MW and
the generation system is not an Intermittent Generator;

(c) subject to clause 2.29.6, may register that generation system as a Scheduled
Generator where the generation system is not an Intermittent Generator and
has a rated capacity that equals or exceeds 0.2 MW but which is less than 10
MW; and

(d) must register that generation system as a Non-Scheduled Generator where
the generation system has a rated capacity that equals or exceeds 0.005 MW
and where the generation system is not otherwise required to be registered in
accordance with (a) or (b) and where the option to register in accordance with
(c), if applicable, is not exercised.

2.29.5. Subject to clause 2.29.9, a Market Customer that owns, operates or controls a Load:

(@) may register that Load as an Interruptible Load if that Load has equipment
installed to cause it to be interrupted in response to under frequency
situations;

(b) may register that Load as a Curtailable Load if that Load can be interrupted
on request;

(c) may register that Load as a Dispatchable Load if that Load:

i. is able to respond to instructions from System Management to
increase or decrease consumption; and

ii. has a rated capacity of not less than 0.2 MW.

Dispatchable Loads are notionally loads that can behave like a generator. Note, however,
that they are treated like Interruptible Loads and Curtailable Loads with respect to Reserve
Capacity, since the natural obligation is that they keep their consumption below some level.

2.29.6. A Rule Participant must ensure that a Scheduled Generator registered by that Rule
Participant is able to respond to instructions from System Management to increase or
decrease output.

2.29.7. A Rule Participant must ensure a Non-Scheduled Generator registered by that Rule
Participant is able to respond to instructions from System Management to decrease
output.

Note that it may be appropriate to exempt small Non-Scheduled Generators from this
requirement.
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2.29.8. A Rule Participant must ensure a Dispatchable Load registered by that Rule
Participant is able to respond to instructions from System Management to increase or
decrease consumption.

2.29.9. The IMO may determine that a person is exempted from the requirement to register a
Facility in accordance with this clause 2.29. An exemption may be given subject to
any conditions that IMO considers appropriate.

2.29.10 On request, the IMO must exempt a person from the requirement to register a
generating system in accordance with this clause 2.29 if that generating system is
identified by that person as supplying an Intermittent Load in accordance with clause
2.30B.2 and that generating system satisfies all the requirements of these Market
Rules to serve Intermittent Load.

This exemption is an option that can be taken up by the person responsible for the
generating system. However, if the option is taken up, the generating system will not be
able to hold Capacity Credits and will not be able to participate in the energy market other
than via its impact on the metered load. Thus there are reasons for such persons not to take
up the option for this exemption.

2.29.11 With respect to the registration of a generation system to serve Intermittent
Load, not more than one generation system may be registered for each Intermittent
Load.

The aim of this clause is to avoid having two or more separate Scheduled Generators
without their own meters being recorded by an Intermittent Load meter as it would be
impossible to distinguish their output for settlement purposes. However this clause does not
restrict several distinct generating units being aggregated as a single “generation system” for
the purpose of registration.

2.30. Facility Aggregation

2.30.1. When registering facilities, a Rule Patrticipant, or an applicant for rule participation,
may apply to the IMO to allow the registration of two of more facilities as an
aggregated facility.

2.30.2. Subject to clauses 2.30.5(a) to 2.30.5(c), Intermittent Generators operated by a
single Market Participant that inject energy at a common network connection point
and which, except for the operation of this clause 2.30.2, may be registered
individually as Non-Scheduled Generators, must be aggregated as a single Non-
Scheduled Generator.

This last clause precludes individual wind turbines being registered as individual facilities.
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2.30.3.

2.30.4.

2.30.5.

2.30.6.

2.30.7.

2.30.8.

2.30.9.

Subject to clause 2.30.5, Curtailable Loads at different locations, but operated by a
single Market Participant, may be aggregated with respect to their annual hours of
availability so as cumulatively provide Reserve Capacity with an annual number of
hours of availability greater than that of any of the individual facilities.

The IMO must consult with System Management when assessing an application for
Facility aggregation and inform the relevant Rule Participant whether the aggregation
of the facilities is allowed.

The IMO must only allow the aggregation of facilities if, in its opinion:

(@) the aggregation will not adversely impact on System Management’s ability to
maintain power system Security and Reliability;

(b) adequate control and monitoring equipment exists for the aggregated Facility;

(c) none of the Facilities within the aggregated facility are subject to an Ancillary
Service Contract or Network Control Service Contract that requires that
Facility not be part of an aggregated facility; and

(d) with the exception of facilities aggregated under clause 2.30.3, the
aggregated facilities are at the same location or have the same Loss Factor.

If the individual Facilities forming part of an aggregated facility have their own meters,
and there is no single meter for the entire aggregated facility, then the settlement
meter data for the aggregated facility must be the sum of the meter readings for its
component facilities. An aggregated facility which has been registered as a Facility is
taken to be treated as a single Facility for the purpose of these rules.

If the IMO approves the aggregation of Facilities then that aggregated facility must be
registered as a single Facility for the purpose of these Market Rules .

Where the IMO considers, after consultation with System Management, that a
change in one or more of the criteria in clause 2.30.5 means that an aggregated
facility should no longer be aggregated, it must inform the relevant Rule Participant of
the date on which the aggregated facility will be considered to have been
disaggregated.

Except where clause 2.30.2 requires the aggregation of facilities, a Rule Participant
with an aggregated facility may notify the IMO that it no longer wishes to operate the
facility as an aggregated facility from a specified date.

2.30.10. Where an aggregated facility is disaggregated in accordance with clause

2.30.8 or 2.30.9:

(@) each disaggregated facility is registered as a separate facility for the purpose
of these Market Rules from the date specified by the IMO or the Rule
Participant, as applicable; and
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(b) the IMO may require the Rule Participant to provide Standing Data relevant to
each disaggregated facility.

Note that updating data might involve tests.

2.30.11. The IMO must document the facility aggregation and disaggregation process
in the Registration Procedure, and:

(@) applicants for facility aggregation or disaggregation must follow that
documented Market Procedure; and

(b) the IMO and System Management must follow that documented Market
Procedure when processing applications for facility aggregation and
disaggregating previously aggregated facilities.

2.30A Exemption from Funding Spinning Reserve

2.30A.1. When registering an Intermittent Generator as a Non-Scheduled Generator, a
Rule Participant, or an applicant for rule participation, may apply to the IMO for that
Intermittent Generator to be exempted from funding Spinning Reserve cost.

2.30A.2 Where an application is received in accordance with clause 2.30A.1, the IMO
must exempt the Intermittent Generator from funding Spinning Reserve costs where
the applicant demonstrates to the satisfaction of the IMO that the shut down of the
facility is a gradual process not exceeding a maximum ramp down rate equal to the
installed capacity divided by 15MW/minute.

2.30A.3 The IMO must consult with System Management when assessing an
application for exemption from funding Spinning Reserve costs.

2.30A4 If the IMO approves the application for exempting an Intermittent Generator
from funding Spinning Reserve costs then that facility must be excluded from the set
of applicable facilities described in Appendix 2.

2.30A.5 Where the IMO considers, after consultation with System Management, that a
change in the nature of an Intermittent Generator means that it should no longer be
exempted from funding Spinning Reserve costs, it must:

@) inform the relevant Market Participant of the first Trading Month from which
the facility will cease to be exempted; and

(b) include that facility in the list of applicable facilities described in Appendix 2
from the commencement of that Trading Month.
2.30A.6 The IMO must document the Spinning Reserve costs exemption process in

the Registration Procedure, and:

(@) applicants for exemption from Spinning Reserve costs must follow that
documented Market Procedure; and
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(b) the IMO and System Management must follow that documented Market
Procedure when processing applications for exemption from Spinning
Reserve cost funding.

2.30B Intermittent Load

2.30B.1 An Intermittent Load is a Load that satisfies the requirements of clause
2.30B.2 and is recorded in Standing Data as being an Intermittent Load.

2.30B.2 For a Load to be eligible to be an Intermittent Load the following conditions
must be satisfied:

(@) a generation system must exist:

i. which can typically supply the maximum amount of that Load to be
treated as Intermittent Load either in accordance with clause 2.30B.11
or without requiring energy to be withdrawn from a Network. Where
clause 2.30B.11 applies then, for the purpose of this clause (i), the
amount that the generation system can supply must be Loss Factor
adjusted from the connection point of the generation system to the
connection point of the Intermittent Load;

A “Network” is a registered network. Connection assets etc that are not registered networks
do not count.

ii. the output of which is netted off consumption of the Load either in
accordance with clause 2.30B.12 or by the meter registered to that
Load; and

iii. which would in the view of the IMO, if it were not serving an
Intermittent Load, be eligible to hold an amount of Certified Reserve
Capacity, determined in accordance with clause 2.30B.4, at least
sufficient to supply the amount of energy that the generation system is
required by (a)(i) to be able to supply while simultaneously being able
to satisfy obligations on any Capacity Credits associated with that
generation system;

This previous clause, in combination with clause 2.30B.4 means that if a generating system
holds Capacity Credits (which requires it to be a registered generator) then the capacity
available to serve that Intermittent Load is reduced by the amount of Capacity Credits held.

Note that for cases where the generating system is remote from the Intermittent Load the
effective capacity of the generator must be determined by a process which does not
consider losses, but the maximum energy it can supply the Intermittent Load must be loss
adjusted. So, under clause (iii) to serve a 100 MW Intermittent Load, the generator must
have at least 100 MW of capacity, but under clause (i) the amount of energy it must be able
to provide (over an hour) might be more or less than 100 MWh depending on the Loss
Factors.
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(b)  the Load shall reasonably be expected to have no net consumption of energy
for at least 4320 Trading Intervals in any Capacity Year;

4320 Trading Intervals corresponds to 90 days.

(c) the Market Customer for that Load must have an agreement in place with a

Network Operator to allow energy to be supplied to the Load from a Network;
and

(d) the Load must be an Interruptible Load, Curtailable Load, or a Non-
Dispatchable Load.

2.30B.3. The IMO must require that a Market Customer, or applicant to become a
Market Customer, applying to register an Intermittent Load provide in regard to the
generation system referred to in clause 2.30B.2(a):

(a) the maximum capacity in MW, excluding capacity for which Capacity Credits
are held, that generating system can be guaranteed to have available to
supply Intermittent Load, when it is operated normally at an ambient
temperature of 41°C;

(@A) where clause 2.30B.11 applies, the connection point of the generation
system,

(b) at the option of the applicant,

i. the anticipated reduction, measured in MW, in the maximum capacity
described in (a) when the ambient temperature is 45°C;

ii. the method to be used to measure the ambient temperature at the site
of the generating system for the purpose of determining Intermittent
Load Refunds, where the method specified may be either:

1. a publicly available daily maximum temperature at a location
representative of the conditions at the site of the generating
system as reported daily by a meteorological service; or

2. a daily maximum temperature measured at the site of the
generator by the SCADA system operated by System
Management.

(Where no method is specified, a temperature of 41°C will be
assumed); and

Assuming 41°C will be an attractive approach for generators with capacity that have no
significant temperature dependency.

(c) details of primary and any alternative fuels, including details and evidence of
both firm and non-firm fuel supplies and the factors that determine restrictions
on fuel availability that could prevent the generation system from operating at
its full capacity;
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2.30B.4. The IMO must use the information provided by a Market Customer in
accordance with clause 2.30B.3 to assess the additional Certified Reserve Capacity
beyond the capacity required to meet Reserve Capacity Obligations on Capacity
Credits actually held by the generation system referred to in clause 2.30B.2(a) that
the IMO would normally assign to that generation system in accordance with Chapter
4 if:
(a) the Intermittent Load did not exist; and

(b) the generation system otherwise satisfied all requirements necessary to be
treated as a Scheduled Generator entitled to hold Certified Reserve Capacity.

2.30B.5 A Market Customer, or applicant to become a Market Customer, may apply
for a Load to be treated as an Intermittent Load as part of Market Customer
registration (for a Non-Dispatchable Load) or Facility Registration (for an Interruptible
Load or Curtailable Load).

2.30B.6 Subject to clause 2.30B.6A, the IMO must accept an application for a Load to
be an Intermittent Load if the requirements of clause 2.30B.2 are satisfied.

The process itself by which the IMO does this is via processing registration and standing
data changes.

2.30B.6A Where a Load referred to in clause 2.30B.6 is to be supplied by a generating
system to which clause 2.30B.11 pertains, then the Load is to only be treated as an
Intermittent Load from the first Trading Day in which both the Load and generating
system are operating and until the commencement of the next Capacity Year.

2.30B.7. The IMO may cease to treat a Load as an Intermittent Load and require a
Market Participant to modify its Standing Data in accordance with clause 2.34.11
from the commencement of a Trading Month if the IMO considers that the
requirements of clause 2.30B.2 are no longer satisfied.

If a Load ceases to be an Intermittent Load then its requirement to fund Reserve Capacity
will increase from the next Trading Month (as implied by the equations of Appendix 5).

2.30B.8. The IMO may consult with System Management in determining whether or
not to accept, or continue to accept, a Load as satisfying the requirements of clause
2.30B.2.

2.30B.9. Where an Intermittent Load is transferred from one Market Customer to
another all obligations to pay Intermittent Load Refunds calculated after the date of
transfer in regard to that Intermittent Load, including those Intermittent Load Refunds
arising from consumption that occurred prior to the date of transfer are to be
automatically transferred.
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2.30B.10. For the purpose of defining Metered Schedules associated with the meter
measuring an Intermittent Load, the following methodology is to apply:

(a) Define for each Trading Interval:

i. Subject to clause 2.30B.12, NMQ to be the net metered energy
measured by the meter where a positive amount indicates supply and
a negative amount indicates consumption;

ii. NS to be the net supply (supply less consumption) measured by the
Intermittent Load meter which corresponds to supply and
consumption, excluding consumption by Intermittent Loads, by Market
Customers and Market Generator Facilities (excluding generation
systems to which clause 2.30B.11 pertains) which are separately
metered for the purpose of settlement under these Market Rules. This
may have a positive or negative value;

iii. NL to be the maximum possible consumption behind that meter due to
consumption which is not Intermittent Load but which is measured
only by the meter which also measures the Intermittent Load. This
has a negative value;

iv. MIL to be the maximum allowed Intermittent Load at the meter. This
has a negative value;

V. MSG to be the maximum energy output from a registered generating
system (excluding generation systems to which clause 2.30B.11
pertains) measured only by the Intermittent Load meter where MSG
equals the greater of zero and the maximum energy output of the
facility based on Standing Data less the sum of MIL and NL. This has
a positive value;

Vi. AMQ to be the adjusted meter quantity which equals the sum of NMQ
and NS;

(b) if there is no registered generating system (excluding a generation system to
which clause 2.30B.11 pertains) the output of which is measured only by the
meter which also measures the Intermittent Load then:

i. if AMQ is less than or equal to MIL then:

1. for the purpose of defining its Metered Schedule the metered
guantity associated with the Intermittent Load is MIL;

2 for the purpose of defining its Metered Schedule the metered
guantity associated with non-Intermittent Loads only measured
by the Intermittent Load meter is AMQ —MIL;

ii. if AMQ is greater than MIL then:

1. for the purpose of defining its Metered Schedule the metered
guantity associated with the Intermittent Load is AMQ;
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2 for the purpose of defining its Metered Schedule the metered
guantity associated with non-Intermittent Loads only measured
by the Intermittent Load meter is zero;

() if there is a registered generating system (excluding a generation system to

which clause 2.30B.11 pertains) measured only by the meter that also
measures the Intermittent Load then:

if AMQ is less than or equal to MIL then:

1.

for the purpose of defining its Metered Schedule the metered
guantity associated with the Intermittent Load is MIL;

for the purpose of defining its Metered Schedule the metered
guantity associated with non-Intermittent Loads measured only
by the meter that also measures the Intermittent Load is

AMQ - MIL;

for the purpose of defining its Metered Schedule the metered
guantity associated with the Scheduled Generator measured
only by the meter that also measures the Intermittent Load is
zero;

if AMQ is greater than MIL but less than or equal to zero then:

1.

for the purpose of defining its Metered Schedule the metered
guantity associated with the Intermittent Load is AMQ;

for the purpose of defining its Metered Schedule the metered
guantity associated with non-Intermittent Loads measured only
by the meter that also measures the Intermittent Load is zero;

for the purpose of defining its Metered Schedule the metered
guantity associated with the Scheduled Generator measured
only by the meter that also measures the Intermittent Load is
zero;

if AMQ is greater than zero but less than or equal to MSG then:

1.

for the purpose of defining its Metered Schedule the metered
guantity associated with the Intermittent Load is zero;

for the purpose of defining its Metered Schedule the metered
guantity associated with non-Intermittent Loads measured only
by the meter that also measures the Intermittent Load is zero;

for the purpose of defining its Metered Schedule the metered
guantity associated with the Scheduled Generator measured
only by the meter that also measures the Intermittent Load is
AMQ;

if AMQ is greater than MSG then:
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1. for the purpose of defining its Metered Schedule the metered
guantity associated with the Intermittent Load is AMQ — MSG;

2 for the purpose of defining its Metered Schedule the metered
guantity associated with non-Intermittent Loads measured only
by the meter that also measures the Intermittent Load is zero;

3 for the purpose of defining its Metered Schedule the metered
guantity associated with the Scheduled Generator measured
only by the meter that also measures the Intermittent Load is
MSG.

Suppose the separately metered supply behind the Intermittent Load meter is 5 MWh and
the separately metered consumption is -2 MWh. This means NS=5— (-2) = +7 MWh.

If the Intermittent Load has a maximum consumption of 15 MWh, normal load beyond the
Intermittent Load has a maximum consumption of 20 MWh and there is a scheduled
generator with the ability to generate 40 MWh then we have MIL=-15, NL=—20 and MSG =
Max(0, 40 -15 — 20) = +5.

If the meter reading is NMQ = - 27 then AMQ = -20 and (c)(i) implies that for settlement
purposes the Intermittent Load is -15, the non-Intermittent Load is -5 and the Scheduled
Generator has an output of 0. Because there are penalties on exceeding Intermittent Load it
is necessary to assume that meter load is Intermittent Load before allocating it to normal
load.

If the meter reading is NMQ = - 17 then AMQ = -10 and (c)(ii) implies that for settlement
purposes the Intermittent Load is -10, the non-Intermittent Load is 0 and the Scheduled
Generator has an output of 0.

If the meter reading is NMQ = -3 then AMQ = +4 and (c)(iii) implies that for settlement
purposes the Intermittent Load is 0, the non-Intermittent Load is 0 , and the Scheduled
Generator has an output of 4.

If the meter reading is NMQ = + 5 then AMQ = +12 and (c)(iv) implies that for settlement
purposes the Intermittent Load is +7, non-Intermittent Load is 0, the Scheduled Generator
has an output of 5. Note that if there were no Scheduled Generator (only unregistered
generators) then Intermittent Load would be 12 in this case. This would be settled at MCAP
rather than at the prices applicable to a Scheduled Generator.

2.30B.11. The generation system described in clause 2.30B.2(a) is deemed to satisfy
the requirements of clause 2.30B.2(a)(i) if it is located at a different connection point
to that of the Load to which clause 2.30B.2 pertains and all of the following conditions
are satisfied prior to the Load commencing to be an Intermittent Load:

(@) the generation system must be a registered Facility;
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(b)

(©)

(d)

(f)

(9)

(h)

2.30B.12.

the Load to which clause 2.30B.2 pertains must have a nominated maximum
consumption quantity specified in its Standing Data of not less than 40 MWh;

the output of the generation system must be measured an interval meter
registered with a Metering Data Agent;

the generation system must have no Capacity Credits associated with it for
the Capacity Year during which it is expect to commence operation;

the generation system must be constructed with the intention of serving the
Intermittent Load;

the generation system must not be part of an Aggregate Facility with other
generation systems; and

the IMO was notified of the use of such a generation system to serve the
Intermittent Load in accordance with clause 4.5.3A(b)(iii) prior to the
registration of that Intermittent Load,;

Where a generation system described in clause 2.30B.2(a) satisfies the

requirements of clause 2.30B.11 and is associated with an Intermittent Load then the
interval meter associated with that generation system is not to be included in
settlement processes with the exception that:

(@)

(b)

2.30B.13.

for the purpose of clause 2.30B.10(a)(i), the net metered energy for a Trading
Interval measured by the Intermittent Load meter and used in defining NMQ is
to be reduced by the metered output for the corresponding Trading Interval of
the generation system Loss Factor adjusted from the connection point of the
generation system to connection point of the Intermittent Load; and

the meter data for the generation system is to be used in determining the
applicable capacity associated with that generation system as required by
Appendix 2.

Where a generation system described in clause 2.30B.2(a) satisfies the

requirements of clause 2.30B.11 and is associated with an Intermittent Load then
that generation system is to be deemed to be at the location of the Intermittent Load
with respect to its inclusion in Bilateral Submissions, STEM Submissions and
Resource Plans.

2.30C.Rule Commencement and Registration Data

The purpose of this section is to provide some over-arching principles for the registration
process to describe how changes in registration requirements, or changes in how
participants want to be registered, are handled.

2.30C.1.

The IMO must not require that an applicant for Rule Participant registration or

Facility Registration provide information on any application form, or evidence to
support that application form, pertaining to registration if the applicable Market Rules
requiring that information to be provided have not commenced.
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2.30C.2. Prior to the Appointed Day, the IMO may delay the requirement for a person
to pay fees related to Rule Participant registration or Facility Registration until the
Appointed Day.

The Appointed Day is a date to be announced by the Minister on which the regulation
requirements to be registered take effect.

2.30C.3. Where a rule is to commence after the Appointed Day which requires
additional or revised Standing Data to be maintained, the IMO must notify Rule
Participants of:

(@) the additional or changed Standing Data required, and

(b) the time and date by which the additional or changed Standing Data must be
provided and accepted;

where the IMO must set the time and date in (b) to allow Market Participants
sufficient time to provide the requested data and for it to be accepted prior to the rule
commencing.

2.30C.4. Where the IMO issues a notice in accordance with clause 2.30C.3, Rule
Participants must provide the additional Standing Data requested by the time and
date specified in that notice.

Note that any participant that fails to satisfy this clause will be in breach of the market rules
and could be fined or, in the extreme case, could be suspended by the Energy Review
Board.

2.31. Registration Process

2.31.1. The IMO must maintain the following Registration Forms on the Market Web Site:
(@) the Rule Participant registration form;
(b) the Rule Participant de-registration form;
(c) the Facility registration form;
(d) the Facility de-registration form; and
(e) the Facility transfer form.
2.31.2. Any person wishing to register or de-register as a Rule Participant in one or more
classes, or to register, de-register, or transfer a Facility, must complete the applicable

form and submit that form, supporting information and any applicable Application
Fees to the IMO.

2.31.3. The IMO must notify an applicant of the receipt of the application within one Business
Day of receipt of an application form described in clause 2.31.2.
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2.31.4. Subject to clause 2.30C.1, the IMO may, at its discretion, require that an applicant
provide information that is missing from the relevant application form, or is
inadequately specified. The date at which the requested information is submitted to
the IMO in full is to become the date of receipt of the application for the purpose of
clause 2.31.3.

Clause 2.30C.1 states that the IMO must ignore information required by clauses that are not
yet active because the IMO may not have a process in place for dealing with that information
and may not have defined precisely the form of data to be provided.

2.31.5. The IMO:

(@) must consult with System Management with respect to applications for
Facility registration, de-registration or transfer; and

(b) may consult with relevant Network Operators with respect to applications,
registration, de-registration or transfer of generating works or Loads.

This clause would see the IMO conferring with System Management and cross-checking
facility data against data held by Network Operators as a result of access agreements. This
would include using data from tests required under Access so as to avoid needlessly
repeating tests.

2.31.6. In the case of an application for Facility registration, the IMO must notify an applicant
within 15 Business Days from the date of natification of receipt of:

(@) the dates on which any tests required by these Market Rules that must be
conducted prior to a facility registration may be held;

(b) the date by when results of tests referred to in (a) must be made available to
the IMO; and

(c) the date by when the IMO plans to accept or reject the application, being no
later than 10 Business Days after the date in (b).

2.31.7. When a test is required under the Market Rules prior to the registration of a Facility,
the IMO may determine that the test is not necessary and in doing so must take into
consideration any previous tests performed in connection with an Arrangement for
Access.

2.31.8. System Management must allow a facility holding an Arrangement for Access to
operate for the purpose of tests required under the Arrangement for Access, provided
that the carrying out of these tests have received approval from System
Management.

2.31.9. The relevant Network Operator must cooperate with any tests required by these
Market Rules that must be conducted prior to the registration of a Facility.
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This would only be for any tests required for data that is not already available as a result of
Access requirements. Data which has been tested under the Access regime would be
confirmed by the IMO conferring with the Network Operator under clause 2.31.5.

2.31.10. The IMO must determine whether to accept or reject the application and
notify an applicant accordingly:

(@) by the date specified in accordance with clause 2.31.6(c) in the case of an
application for Facility registration;

(b) within 20 Business Days after the date of notification of receipt in the case of
an application for Rule Participant registration in the Market Generator or
Market Customer class; and

This longer period is to enable assessment of prudential information. Note also that if the
applicant is also registering facilities then the facility registration could take longer than the
thirty days in accordance with (a).

(c) within five Business Days from the date of notification of receipt in the case of
other applications.

2.31.11. Where the IMO has accepted the application the notification must include:

(@) in the case of an application to register as a Rule Participant in one or more
classes, the date and time that registration is to take effect where the date is
to be the later of the earliest date by which the IMO can facilitate the
registration and the date specified in accordance with clause 2.33.1(k);

(b) in the case of an application to de-register as a Rule Participant in one or
more classes

i. where the Rule Participant is a Market Generator or Market Customer,
the date and time on which the Rule Participant must cease trading as
a Market Generator or Market Customer, being the start of the Trading
Day beginning on the date specified in accordance with clause
2.33.2(d); and

ii. a statement that de-registration as a Rule Participant will not take
effect until the requirements of clause 2.31.16 are satisfied;

(c) in the case of an application to register a Facility, the date and time that
registration is to take effect where the date is to be the later of the earliest
date by which the IMO can facilitate the registration and the date specified in
accordance with clause 2.33.3(c)(xii);

(d) in the case of an application to de-register a Facility, the date and time that
de-registration is to take effect where the date is to be the later of the earliest
date by which the IMO can facilitate the de-registration and the date specified
in accordance with clause 2.33.4(d); and
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(e) in the case of an application to transfer a Facility, the date and time that
transfer is to take effect where the date is to be the later of the earliest date
by which the IMO can facilitate the transfer and the date specified in
accordance with clause 2.33.5(e)(iii).

2.31.12. Where IMO has rejected the application the notification must include the
reason for its rejection of the application.

2.31.13. The IMO may only reject an application if:

(@) subject to clause 2.30C.1, the application form, when read together with any
information received after a request under clause 2.31.4, is incomplete or
provides insufficient detail;

(b) subject to clause 2.30C.1, required supporting evidence is insufficient or not
provided;

(c) the required Application Fee is not paid;

(d) the IMO is not satisfied that the applicant can comply with the requirements
for Rule Participation or Facility registration;

(e) in the case of an application to register as a Rule Participant in any class
where the person has previously been de-registered as a Rule Participant
following an order from the Energy Review Board, the IMO is not satisfied that
person has remedied the reason for or underlying cause of the prior de-
registration;

)] in the case of an application to de-register as a Market Generator, the
applicant has not arranged to de-register its Registered Facilities that are
generating works or transfer those Registered Facilities to another Rule
Participant prior to the proposed date of de-registration as a Market
Generator;

(9) in the case of an application to de-register as a Market Customer, the
applicant has not arranged to de-register its Registered Facilities that are
Loads or transfer those Registered Facilities to another Rule Participant prior
to the proposed date of de-registration as a Market Customer;

(h) in the case of an application to de-register as a Network Operator, the
applicant has not arranged to de-register its Registered Facilities that are
Networks or transfer those Registered Facilities to another Rule Participant
prior to the proposed date of de-registration as a Network Operator;

() in the case of an application to register a Facility, the applicant fails to
conduct tests in accordance with clause 2.31.6, fails those tests, or fails to
provide adequate information about the tests;

)] in the case of an application to register a Facility, the relevant Metering Data
Agent informs the IMO that the facility is not registered in its Meter Registry or
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that the Meter Registry information is not consistent with the information in the
application to register the facility; or

(k) in the case of an application to de-register a Facility if the Market Participant
holds Capacity Credits for the Facility.

2.31.14. A person who has an application to become a Rule Participant approved for
one or more Rule Participant classes, is to become a Rule Participant in the
approved class or classes from the date and time specified in accordance with clause
2.31.11(a).

2.31.15. A person who has an application for de-registration from being a Market
Generator or Market Customer, accepted must cease trading as a Market Generator
or Market Customer, as applicable, by the date for ceasing trade specified in clause
2.31.11(b)(i).

2.31.16. Where an application for de-registration from a Rule Participant class has
been accepted by the IMO, participation in the Rule Participant class cease from the
end of the first Business Day in which the Rule Participant:

(@) has de-registered all of its Facilities applicable to the class;

(b) has resolved and settled all outstanding disputes, investigations and
enforcement actions;

(c) has paid all outstanding debts to the IMO; and

(d) has received final payment of all amounts owed to it by the IMO.

2.31.17. The fact that a person has ceased to be registered in any Rule Participant
class does not affect any right, obligation or liability of that person under these
Market Rules which arose prior to the cessation of its registration.

2.31.18. If the IMO accepts a facility registration then that Facility becomes a
Registered Facility of the applicant from the date and time specified in accordance
with clause 2.31.11(c).

2.31.19. If the IMO accepts a facility deregistration then that Facility ceases being a
Registered Facility of the applicant from the date and time specified in accordance
with clause 2.31.11(d).

2.31.20. If the IMO accepts a Facility transfer then from the date and time specified in
accordance with clause 2.31.11(e):

(@) each Facility covered by the transfer will cease to be a Registered Facility of
the Rule Participant to whom it was registered prior to the transfer; and

(b) each Facility covered by the transfer will become a Registered Facility of the
Rule Participant who submitted the application.
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2.31.21. The IMO must maintain a register of:
(@) Rule Participants

(b) Registered Facilities.

2.31.22. For the purpose of this clause 2.31:

(@) the IMO must only indicate that it can facilitate participation in a Rule
Participant class or Facility Class from the time that the IMO has established
that System Management can facilitate such participation; and

(b) System Management must facilitate participation in a Rule Participant class or
Facility Class by an approved applicant as soon as practicable.

2.31.23. The IMO must document the registration, de-registration and transfer
process in the Registration Procedure, and:

(@) applicants to register or de-register as a Rule Participant in a particular class
must follow the documented Market Procedure applicable to that class;

(b) applicants to register, de-register, or transfer a Facility in a particular Facility
Class must follow the documented Market Procedure applicable to that class;

(c) System Management must provide the IMO with all assistance required of it
under these Market Rules and in accordance with the documented Market
Procedure; and

(d) the IMO must follow that documented Market Procedure when processing
applications for Rule Participant registration or de-registration, or for
registration, de-registration or transfer of a facility.

2.31.24. A person who is a Rule Participant registered in a particular class and wishes
to be registered in another class must apply for registration as a Rule Patrticipant in
that class under this clause 2.31.

2.32. Rule Participant Suspension and Deregistration

2.32.1. Where the IMO receives notice that the Energy Review Board has made a decision
in accordance with the Regulations that a Rule Participant be suspended, the IMO
must issue a Suspension Notice to the Rule Participant.

Suspension can also occur in the event of default — see clause 9.23.

2.32.2. The IMO must copy any Suspension Notice to all Rule Participants and must inform
all Rule Participants when a Suspension Notice is withdrawn.

2.32.3 The IMO may specify in a Suspension Notice directions that the relevant Rule
Participant must comply with to give effect to the suspension.

2.32.4. From the time the IMO issues a Suspension Notice to a Rule Participant:
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2.32.5.

2.32.6.

2.32.7.

2.32.8.

2.32.9.

(@) the Rule Participant must comply with the Suspension Notice, including:

i. trading or ceasing trading in the Wholesale Electricity Market to the
extent specified in the notice; and

ii. continuing to meet any existing Reserve Capacity Obligations
specified in the notice.

(b) the IMO may do all or any of the following to give effect to the notice:

i. reject any Submissions from, or on behalf of, the Market Participant,
and cancel any existing Submissions; and

ii. withhold payments owed to a defaulting Rule Participant.

The IMO must withdraw a Suspension Notice where:

(@) if the notice was issued under clause 9.23, the defaulting Rule Participant has
remedied the relevant suspension event and is complying with its Prudential
Obligations; and

(b) if the notice was issued under clause 2.32.1, it receives a further notice that
the Energy Review Board has withdrawn the suspension,

and no other circumstances exist that would entitle the IMO to issue a Suspension
Notice.

Where a Rule Participant has been suspended for 90 days, the IMO may apply to the
Energy Review Board for a de-registration order in accordance with the Regulations.

Where the IMO receives notice that the Energy Review Board has made a decision
in accordance with the Regulations that a Rule Participant be de-registered, the
relevant Rule Participant ceases to be a Rule Participant from the time specified in
the notice. The IMO must de-register all of the Facilities registered by the Rule
Participant by the time specified in the notice.

The de-registration of a Rule Participant does not affect any rights, obligations or
liabilities arising under or in connection with these Market Rules prior to the time the
Rule Participant ceases to be a Rule Participant.

The IMO may require a Network Operator to disconnect one or more of the Facilities
registered by a suspended or deregistered Rule Participant in order to give effect to a
Suspension Notice or deregistration. If the IMO gives a notice under this clause to a
Network Operator, then the Network Operator must comply with the notice as soon
as practicable. If the disconnection arises because of the suspension of a Market
Participant and the Suspension Notice is subsequently withdrawn by the IMO under
clause 2.32.5, then the IMO must request the relevant Network Operator to
reconnect the Facilities registered by the relevant Rule Participant.
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This reflects clauses 5.9.3 to and 5.9.6 of the National Electricity Code. If a Market
Participant has been suspended and its registered loads are still connected, then the market
is exposed. The “retailer of last resort” scheme will operate separately.

2.33. The Registration Forms

2.33.1. The Rule Participant registration form prescribed by IMO must require that an
applicant for registration as a Rule Participant provide the following:

(@)
(b)
()
(d)
(e)
(f)
(9)
(h)

(i)

()

(k)

()

(m)

(n)

(0)

the relevant non-refundable Application Fee;

whether the applicant is already a Rule Participant in other classes;
contact details for the applicant;

invoicing details for the applicant;

tax information from the applicant required by law;

the class or classes of Rule Participant to which the application relates;
[Blank]

if the application relates to the Market Customer class

i. evidence that the applicant holds an Arrangement for Access for the
purpose of taking power from the electricity grid; and

ii. the information described in Appendix 1(f);

confirmation of the implementation of any processes or systems required by
these Market Rules for each Rule Participant class to which the application
relates;

information on any Facility registration applications that will follow successful
Rule Participant registration or are required as a condition of Rule Participant
registration;

a proposed date for becoming a Rule Participant for each Rule Participation
class to which the application relates;

information required for the IMO to determine the applicant’s required Credit
Limit;

such other information as the IMO considers it requires to process the
application;

an undertaking that the Rule Participant agrees to comply with its obligations
as set out in these Market Rules; and

a statement that the information provided is accurate.

2.33.2. The Rule Participant de-registration form prescribed by IMO must require that a Rule
Participant provide the following:

(@)

the relevant non-refundable Application Fee;
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(b) the identity of the Rule Participant;
(c) the classes of Rule Participation to which the application relates;

(d) a proposed date for ceasing operation in each Rule Participant class covered
by the application, where that date must be not earlier than 10 Business Days
after the date of application;

(e) such other information as the IMO considers it requires to process the
application; and

(f) a statement that the information provided is accurate.

The 10 Business Day limit assures that the request can be processed in time. Note that the
applicant does not cease to be a Rule Participant from that date, but simply ceases trading.

Note that if a Rule Participant sells a generator to another Rule Participant, then the transfer
of the generator would be addressed via facility transfer rules.

2.33.3. The Facility Registration form prescribed by IMO must require that an applicant for
facility registration provide the following:

(@) the relevant non-refundable Application Fee where this Application Fee may
differ for different facility classes;

(b) the identity of the party making the application, where that party must be a
Rule Participant or be in the process of applying to be a Rule Participant;

(c) for each Facility to be registered:
i the name of the Facility;
ii. the owner of the Facility;
iii. the class of Facility;
iv. the location of the Facility;

V. if the Facility is aggregated or not and details of any proposed
aggregation;

Vi. contact details for the Facility;
vii.  if the Facility is yet to commence operation:
1. a proposed date for commencing commissioning the Facility;
and
2. a commissioning plan for the Facility.
viii.  evidence that an Arrangement for Access is in place, if necessary;

iX. details of operational control over that Facility;

X. applicable Standing Data as required by Appendix 1;

Version 2.3 81 3 April 2006



Chapter 2

(d)

Xi. information on the communication systems that exist for operational
control of the Facility; and

xii.  a date for commencement of operation; and

a statement that the information provided is accurate.

2.33.4. The Facility de-registration form prescribed by IMO must require that the applicant
provide the following:

(@)
(b)
()

(d)

(e)

(f)

the relevant non-refundable Application Fee;
identification of the Registered Facility to which the application relates;
Information as to whether the Registered Facility is being;

i. decommissioned; or

ii. moth-balled or placed in reserve shut-down, in which case information
on the time required to return the Registered Facility to service should
be included;

a proposed date on which that Registered Facility is to cease to be registered
in the name of that Rule Participant where that date must be;

i. not earlier than six months after the date of application if the Facility
will cease operation; or

ii. the date the application is accepted in the event that the Facility has
been rendered permanently inoperable; and

such other information as the IMO considers it requires to process the
application; and

a statement that the information provided is accurate.

In reality, System Management is likely to be well aware of the decommissioning date
months to years in advance of this happening due to its medium term planning and the
IMO’s long term planning. However, clause (e) is required to make sure there is no

uncertainty.

2.33.5. The Facility transfer form prescribed by IMO must require that an applicant for
transfer of a Facility provide the following:

(@)
(b)

(©)

(d)
(e)

the relevant non-refundable Application Fee;

the identity of the party making the application, where that party must be a
Rule Participant or be in the process of applying to be a Rule Participant;

the name of the Rule Participant in respect of which the Facility is currently
registered,;

evidence that the Rule Participant identified in (c) consents to the transfer;

for each facility to be transferred:
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i. the name of the Facility;
ii. the owner of the Facility;
iil. a proposed date for the transfer to take affect;

iv. evidence that any required Arrangement for Access is in place; and

This could include transfer to the new owner.

V. details of operational control over that facility; and

)] evidence to the satisfaction of IMO that the party making the application has
assumed the Reserve Capacity Obligations associated with the Facility, and
agrees to any Short Term Special Price Arrangements or Long Term Special
Price Arrangements associated with the Facility;

(9) such other information as the IMO considers it requires to process the
application; and

(h) a statement that the information provided is accurate.

2.34. Standing Data

2.34.1. The IMO must:

(@) maintain a record of the Standing Data described in Appendix 1, including the
date from which the data applies; and

(b) provide the Standing Data and any revisions of the Standing Data to System
Management as soon as practicable.

2.34.2. Each Rule Participant must ensure that Standing Data required by the Market Rules
to be provided to the IMO for that Rule Participant is and remains accurate.

2.34.2A. A Rule Participant must, as soon as practical, seek to have its Standing Data
revised, other than Standing Data described in clause 2.34.2B, if it becomes aware
that its Standing Data is currently inaccurate or not in compliance with the
requirements of these Market Rules, or will become inaccurate or will cease to be in
compliance with the requirements of these Market Rules within the next 5 Business
Days.

2.34.2B A Rule Participant may seek to have the following Standing Data changed at
any time:

(@) price or payment related data;
(b) whether a Load not currently treated as an Intermittent Load is treated as an
Intermittent Load, provided that the Rule Participant is confident that the Load

satisfies the requirements of clause 2.30B.2 and provided that the Rule
Participant complies with clause 4.28.8A; and
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(c) whether a Load currently treated as an Intermittent Load is to cease to be
treated as an Intermittent Load.

2.34.3. A Rule Patrticipant that seeks to change its Standing Data, other than Standing Data
changed in accordance with the processes set out in clauses 6.3C or 6.5B, must
notify the IMO of:

(@) the revisions it proposes be made to its Standing Data;
(b) the reason for the change; and

(c) the date and time from which the revision will take affect.

2.34.4. Notwithstanding clauses 2.34.2 and 2.34.3, a Rule Participant is not required to notify
the IMO of changes to Standing Data where the changes reflect a temporary change
in the capability of a Registered Facility resulting from a Planned Outage, Forced
Outage or Consequential Outage.

2.34.5. The IMO must confirm receipt of the notification described in clause 2.34.3 within one
Business Day of receipt of notification.

2.34.6. The IMO may, at its discretion, request further information from a Rule Participant,
including requiring that tests be conducted and evidence provided, concerning a
notification of a change in Standing Data described in clause 2.34.3. A Rule
Participant must comply with a request under this clause.

2.34.7. The IMO may reject a change:

(@) in Standing Data related to prices and payments

i. if the price or payment data submitted is inconsistent with any
applicable limit on those values under these Market Rules; or

ii. if the IMO is not satisfied with evidence provided that the submitted
data represents the reasonable costs of the Market Participant in the
circumstances related to that price or payment; and

(b) in any other Standing Data if it considers that an inadequate explanation,
including tests results, is provided to justify the change in Standing Data.

2.34.8. Other than Standing Data changed in accordance with the processes set out in
clauses 6.2A, 6.3C or 6.5C, the IMO must notify the Rule Participant of its
acceptance or rejection of the change in Standing Data as soon as practical, and no
later than three Business Days after the later of:

(@) the date of notification described in clause 2.34.3; and

(b) if IMO makes a request under clause 2.34.6, the date on which the
information requested is received by the IMO.
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2.34.9. If the IMO rejects a change in Standing Data it must provide the Rule Participant that
requested the change with its reasons for rejecting the change.

2.34.10. Where System Management becomes aware that a Rule Participant’s
Standing Data is currently inaccurate, or will become inaccurate as of a date in the
future, it must, as soon as practical, notify the IMO of the item that it considers to be
inaccurate or which will become inaccurate, as the case may be.

2.34.11. The IMO may require that a Rule Participant provide updated Standing Data
for any of its Registered Facilities if the IMO considers the information provided by
the Rule Participant to be inaccurate or no longer accurate.

2.34.12. The IMO must consult with System Management before making a decision
requiring a Rule Participant to provide updated Standing Data under clause 2.34.11.

2.34.13. If the IMO requires a Rule Participant to provide updated Standing Data under
clause 2.34.11, then:

(@) The Rule Participant must provide the IMO with updated Standing Data for
the specified Registered Facility as soon as practicable; and

(b) where the Rule Participant fails to provide updated Standing Data in a timely
manner, the IMO may temporarily substitute data restricting the capability of
the Facility until such time as the Rule Participant updates the Standing Data.
The IMO must notify the Rule Participant when it is using such substitute
data.

2.34.14 The IMO must commence using revised Standing Data from:

(@) 8:00 AM on the Scheduling Day following the IMO’s acceptance of the revised
Standing Data in the case of:

i. Standing STEM Submissions;
iA.  Standing Bilateral Submissions;
iB.  Standing Resource Plan Submissions;

ii. commitment and decommitment cost data and Standing Balancing
Data; and

iii. Standing Data changes stemming from acceptance of an application
under clause 6.6.9;

with the exception that the previous Standing Data remains current for the
purpose of settling the Trading Day that commences at the same time as that
Scheduling Day; and

Clause 6.6.9 refers to applications to have a non-dual fuelled generator deemed dual-fuelled
for the energy market. The condition about settlement of the Trading Day that commences
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at the same time as that Scheduling Day is required because the old Standing Data will still
apply for the settlement of that Trading Day as that old data was used in scheduling that day.

(b)  as soon as practicable in the case of any other revised Standing Data.

2.34.15. System Management must commence using the Standing Data or revised
Standing Data, as soon as it is received from the IMO.

Communications and Systems Requirements
2.35. Dispatch Systems Requirements

2.35.1. Market Participants with Scheduled Generators, Non-Scheduled Generators,
Dispatchable Loads, and Curtailable Loads that are not under the direct control of
System Management must maintain communication systems that enable
communication with System Management for dispatch of those Registered Facilities.

2.35.2. Market Participants with Registered Facilities to which clause 7.8.1 relates must
provide the necessary communication systems for System Management to activate
and control the level of output of the Registered Facility as required for it to comply
with Dispatch Instructions.

This relates to facilities under the direct control of System Management.

2.35.3. The Rule Participant in respect of an Interruptible Load must maintain systems to
reduce the energy consumption of the Interruptible Load in response to system
frequency changes.

2.35.4. System Management must document the communications and control system
requirements necessary to support the dispatch process described in these Market
Rules in the Power System Operation Procedure. System Management, Market
Participants and Network Operators must comply with that documented Market
Procedure in respect of communication and control system requirements.

2.36. Market Systems Requirements

2.36.1. Where the IMO uses software systems in the Reserve Capacity Auction, STEM
Auction or settlement processes, it must:

(a) maintain a record of which version of software was used in producing each
set of results, and maintain records of the details of the differences between
each version and the reasons for the changes between versions;

(b) maintain each version of the software in a state where results produced with
that version can be reproduced for a period of at least 1 year from the release
date of the last results produced with that version;
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Ideally, all versions of market software would be maintained for a significant period of time
so that all market cases could be re-examined in response to disputes. The practical
difficulty is that it can be quite expensive to maintain old software in operating condition
because of the need to maintain licenses for earlier versions of software.

(c) ensure that appropriate testing of new software versions is conducted;

(d) ensure that any versions of the software used by the IMO have been certified
as being in compliance with the Market Rules by an independent auditor;

(e) require vendors of software audited in accordance with clause (d) to make
available to Rule Participants explicit documentation of the functionality of the
software adequate for the purpose of audit.

The aim of this point is to ensure that contracts are written so that Vendors cannot refuse to
provide documentation. In the NEM the vendor is required to prepare a document
describing in mathematical terms how it implements each feature of the design.
Alternatively, in New Zealand, the market develops the document and audits vendor
software relative to that document.

Whatever approach is used, the Market Participants should have transparency as to what
goes on inside the scheduling software.

2.36.2. A “version” of the software referred to in clause 2.36.1 means any initial software
used and any changes to the software that could have a material effect on the prices
or quantities resulting from the use of the software.

2.36.3. A Market Participant must ensure that any of its systems which are linked to the
IMO'’s systems must conform to the IMO’s data and IT security standards at the point
of interface.

2.36.4. No Market Participant is to deliberately use systems in manner that will undermine
the operability of those or connected software systems.

2.36.5. The IMO must document the data and IT interface requirements, including security
standards required for Market Participants to operate in the Wholesale Electricity
Market in the relevant procedure to which the system pertains and the IMO and
Market Participants must comply with that documented Market Procedure in respect
of data and IT interface requirements.

Prudential Requirements

It is not apparent that there need be any Prudential Requirements for the IMO or System
Management.

2.37. Credit Limit

2.37.1. The IMO must determine a Credit Limit for each Market Participants.

Version 2.3 87 3 April 2006



Chapter 2

2.37.2. The IMO may revise the Credit Limit of a Market Participant at any time.
2.37.3. The IMO must review the Credit Limit of a Market Participant at least once each year.

2.37.4. The Credit Limit for each Market Participant is the dollar amount determined by the
IMO as being equal to the maximum net amount that the Market Participant is
expected to owe the IMO over any 70 day period where this amount is not expected
to be exceeded more than once in a 48 month period. When determining the Credit
Limit for a Market Participant the IMO must take into account:

The 70 day limit is based on the maximum time between a Trading Day occurring and
settlement of that Trading Day. This allows for about 30 Trading Days included in a
settlement cycle, an additional 30 days to secure meter data pertaining to all Trading Days in
that period and about 10 days for settlement. The precise length of this period may need to
be revised as the rules mature.

(@) the average level and volatility of the MCAP and the STEM Clearing Price for
the previous 48 months, or such shorter time period as data is available for;

(b) the metered quantity data for the Market Participant, or an estimate of their
expected generation and consumption where no meter data is available;

(c) the correlation between the metered amounts of electricity and MCAP;

(d) the length of the settlement cycle and the process set out in clauses 9.23,
9.24 and 2.32;

(e) a reduction in the Credit Limit reflecting applicable bilateral contract purchase
guantities, where these quantities are the historical bilateral contract
submissions, or an estimate of the Market Participant’s expected bilateral
contract levels where no historical bilateral contract submission data is
available;

(f the historical STEM sales and purchases, or an estimate of the Market
Participant’s expected STEM sales and purchases where no historical STEM
sale and purchase data is available;

(9) the expected level of ancillary service payments;

(h) the statistical distribution of the accrued amounts that may be owed to the
IMO;

() the degree of confidence that the Credit Limit will be large enough to meet
large defaults; and

)] any past breach of the Regulations or these Market Rules by, the Market
Participant or a related entity of the Market Participant.

One issue for our market is that a much smaller percentage of electricity is expected to be
traded via the market settlement process — a large percentage will be traded via bilaterals.
Hence it is always possible that a retailer might suddenly have no bilateral contracts, and
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start to purchase all of its energy from the market. However, if we set the credit limit on this
worst case scenario the level of credit support required would likely be excessive. So the
Credit Limit calculation does take into account historical bilateral levels for the participant.

2.37.5. A Market Participant must notify the IMO as soon as practical where it considers that:

(@) its metered consumption quantities in a Trading Month will significantly
exceed the amount assumed in the last calculation of its Credit Limit; or

(b) its quantity of electricity purchased bilaterally in a Trading Month will be
significantly lower than assumed in the last calculation of its Credit Limit.

2.37.6. The IMO must determine a Credit Limit for each Network Operator that is required
under these Market Rules to fund a Network Control Service Contract, where this
Credit Limit is the dollar amount determined by the IMO as being equal to maximum
possible amount payable over a 70 day period under the Network Control Service
Contracts relating to the Network Operator.

In effect, it is the value of the contract payment assuming no Reserve Capacity revenue for
the generator.

2.37.7. The IMO must review the Network Operator’s Credit Limit when a Network Control
Services Contract relating to the Network Operator commences or terminates.

2.37.8. The IMO must notify each Market Participant and each Network Operator required to
fund a Network Control Service Contract of their Credit Limit, and provide details of
the basis for the determination of the Credit Limit.

2.37.9. The IMO must develop guidelines in the Market Procedure referred to in clause 2.43
for determining the expected value of a transaction. The guidelines must be
consistent with the methodology that the IMO uses to determine Credit Limits for
Market Participants.

2.38. Credit Support

2.38.1. Where at any time a Market Participant, or Network Operator that is required to fund
a Network Control Service Contract, does not meet the Acceptable Credit Criteria set
out in clause 2.38.6, then the Market Participant, or Network Operator required to
fund a Network Control Service Contract, must ensure that the IMO holds the benefit
of Credit Support in an amount not less than its Credit Limit.

2.38.2. Where a Market Participant’s or a Network Operator’'s existing Credit Support is due
to expire or terminate, then that Market Participant or Network Operator must, at
least 10 Business Days before the time when the existing Credit Support will expire
or terminate, ensure that the IMO holds the benefit of a replacement Credit Support
in an amount not less than the level required under clause 2.38.1 that will become
effective at the expiry of the existing Credit Support.
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2.38.3. Where a Market Participant’s or a Network Operator’s Credit Limit is increased, or
where the existing Credit Support is no longer current or valid (for example, because
the credit support provider ceases to meet the Acceptable Credit Criteria) or where
some or all of the Credit Support has been drawn on by the IMO in accordance with
these Market Rules, then that Market Participant or Network Operator must ensure
that the IMO holds the benefit of a replacement Credit Support in an amount not less
than the level required under clause 2.38.1 within one Business Day.

2.38.4. The Credit Support for a Market Participant or Network Operator must be:

(@) an obligation in writing that:

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

ii. is a guarantee or bank letter of credit in a form prescribed by the IMO;

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

iv. constitutes valid and binding unsubordinated obligations to the credit
support provider to pay to the IMO amounts in accordance with its
terms which relate to obligations of the relevant Market Participant or
Network Operator under the Market Rules; and

V. permits drawings or claims by the IMO to a stated amount; or
(b) a cash deposit (“Security Deposit”) made with the IMO by or on behalf of the

Market Participant or Network Operator.

2.38.5. Where Credit Support is provided as a Security Deposit in accordance with clause
2.38.4(b), it will accrue interest daily at the Bank Bill Rate, and the IMO must pay the
Market Participant or Network Operator the interest accumulated at the end of each
calendar month less any liabilities and expenses incurred by the IMO, including bank
fees and charges.

2.38.6. An entity meets the Acceptable Credit Criteria if it is:
(a) either:

i. under the prudential supervision of the Australian Prudential
Regulation Authority; or

ii. a central borrowing authority of an Australian State or Territory which
has been established by an Act of Parliament of that State or Territory;

(b) resident in, or has a permanent establishment in, Australia;

(c) not an externally-administered body corporate (within the meaning of the
Corporations Act), or under a similar form of administration under any laws
applicable to it in any jurisdiction;
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(d) not immune from suit;
(e) capable of being sued in its own name in a court of Australia; and
)] has an acceptable credit rating, being either:

i. a rating of A-1 or higher for short term unsecured counterparty
obligations of the entity, as rated by Standard and Poor’s (Australia)
Pty. Limited; or

ii. a rating of P-1 or higher for short term unsecured counterparty
obligations of the entity, as rated by Moodys Investor Services Pty.
Limited.

Note that the following sections relating to trading limits and margin calls do not apply to
Network Operators with Network Control Services Contracts — there is no uncertainty about
the upper limit of the level of payments they will be required to make, so they only need to
provide their Credit Support.

2.39. Trading Limit

2.39.1. The Trading Limit for a Market Participant is to equal the prudential factor specified in
clause 2.39.2 multiplied by the total amount which can be drawn or claimed under, or
applied from, its Credit Support.

2.39.2. The prudential factor is 0.87.

This initial prudential factor has been determined as one minus the ratio of the maximum
number of days required for a participant to be suspended following a margin call which
leads to a “suspension even” (as described in clause 9.23) divided by the maximum number
of days between the start of a Trading Month and the non-STEM settlement statement being
issued for that month. A margin call requires a response in 1 business day, a market
participant can be given up to 5 business days (7 days assumed) to respond to a suspension
event, and 1 day might elapse in actually suspending the participant. Hence the numerator
is about 9 days. The period from the first day of a Trading Month until that month is settled
is about 69 days. Hence the prudential factor is 1- (9 /69) = 0.87. This result has been
tested under more detailed models and is quite robust.

2.40. Outstanding Amount

2.40.1. The Outstanding Amount for a Market Participant at any time equals the greater of:
(@) zero; and
(b) the total amount calculated as follows:

i. the aggregate of the amounts payable by the Market Participant to the
IMO under these Market Rules, including amounts for all past periods
for which no Settlement Statement has yet been issued, and whether
or not the payment date has yet been reached; less
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2.40.2.

2.41.

2.41.1.

2.41.2.

2.41.3.

ii. the aggregate of the amounts payable by the IMO to the Market
Participant under these Market Rules, including amounts for all past
periods for which no Settlement Statement has yet been issued, and
whether or not the payment date has yet been reached.

The amounts to be used for the purposes of making the calculation under clause
2.40.2(b)(i) and (ii) will be the actual amounts for which Settlement Statements have
been issued by the IMO and the IMO’s reasonable estimate of other amounts.

Trading Margin

The Trading Margin for a Market Participant at any time equals the amount by which
its Trading Limit exceeds its Outstanding Amount at that time.

A Market Participant must not make any Submission to the IMO where the
transaction contemplated by the Submission could result in the Trading Margin of the
Market Participant being exceeded, were the transaction to be valued according to
the expected value guidelines referred to in clause 2.37.9.

The IMO may reject any Submission from a Market Participant where in the IMO’s
opinion the transaction contemplated by the Submission could result in the Trading
Margin of the Market Participant being exceeded, were the transaction to be valued
according to the expected value guidelines referred to in clause 2.37.9.

The main settlement payments by a participant will arise from STEM purchases, and from
balancing and reserve capacity payments.

2.41.4.

2.42.

2.42.1.

2.42.2.

2.42.3.

The IMO may notify a Market Participant at any time of the level of their Trading
Margin.

Margin Call

If, at any time, a Market Participant’s Trading Margin drops to zero or below, then the
IMO may issue a Margin Call Notice to the Market Participant, specifying the amount
of the Margin Call.

The Typical Accrual for a Market Participant at any time is the amount that the IMO
determines would have been the Outstanding Amount of the Market Participant at
that time if the prices and quantities applying to amounts payable by the Market
Participant were equal to the average prices and quantities as applied in the most
recent determination of the Market Participant’s Credit Limit.

The amount of the Margin Call must be equal to the Market Participant’s Outstanding
Amount less the Market Participant’s Typical Accrual.
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2.42.4. Where a Margin Call Notice is issued, the Market Participant must within one
Business Day from the Margin Call Notice being issued respond to the Margin Call by
either:

(@) paying to the IMO in cleared funds a Security Deposit as contemplated under
clause 2.38.4(b); or

(b) ensuring the IMO has the benefit of additional Credit Support of the kind
contemplated by clause 2.38.4(a),

in the amount of the Margin Call.
2.42.5. The IMO may cancel a Margin Call Notice at any time. The cancellation of a Margin

Call Notice does not affect the IMO’s rights to issue a further Margin Call Notice on
the same grounds that gave rise to the original Margin Call Notice.

2.42.6. Where a Market Participant fails to comply with clause 2.42.4 the provisions of clause
9.23 apply.

2.42.7. Where the IMO issues a Margin Call Notice, it must review the Credit Limit of the
relevant Market Participant and increase the Credit Limit in line with the amount of
the Margin Call.

2.43. Prudential Market Procedure

2.43.1. The IMO must develop a Market Procedure dealing with:
(@) determining Credit Limits;
(b) assessing persons against the Acceptable Credit Criteria;
(c) Credit Support arrangements, including:
i. the form of acceptable guarantees and bank letters of credit;

ii. where and how it will hold cash deposits and how the costs and fees
of holding cash deposits will be met;

iii. the application of monies drawn from Credit Support in respect of
amounts owed by the relevant Market Participant to IMO;

(d) calculation of Trading Margins;

(e) guidelines for assessing the expected value of transactions;
(f) issuing of Margin Calls; and

(9) other matters relating to clauses 2.37 to 2.42,

and Market Participants and the IMO must comply with that Market Procedure.
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Emergency Powers
2.44. Minister’'s Emergency Powers

2.44.1. If the Minister requests the IMO to suspend the application of all or any of these
Market Rules (other than this clause 2.44) or any element of the market in connection
with the exercise of emergency powers under the Energy Operators (Powers) Act
1979 or under emergency provisions of other legislation, then the IMO must do so.

2.44.2. The IMO must lift a suspension as soon as practicable after the Minister requests the
IMO to do so.

2.44.3. The IMO must promptly notify Market Participants of any suspension or lifting of a
suspension.

2.44.4. During a suspension, the IMO may give directions to Market Participants as to the
operation of the market, and Market Participants must comply with those directions.

May need to consider giving the IMO the power to suspend the market if its or System
Management's IT systems (and any backup systems) are not working (or other similar
circumstances) such that the IMO or System Management cannot perform their functions.
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3

Power System Security and Reliability

Security and Reliability

3.1.

3.1.1.

3.1.2.

3.2.

3.2.1.

3.2.2.

3.2.3.

3.2.4.

3.2.5.

3.2.6.

SWIS Operating Standards

The frequency and time error standards for a Network in the SWIS are as defined in
the Technical Rules that apply to that Network.

The voltage standards for a Network in the SWIS are as defined in the Technical
Rules that apply to that Network.

Technical Envelope, Security and Equipment Limits

An equipment limit means any limit on the operation of a Facility’s equipment that is
provided as Standing Data for the Facility to System Management by the IMO in
accordance with clause 2.34.1(b).

System Management must record Equipment Limit information in accordance with
the Power System Operation Procedure.

A Security Limit means any technical limit on the operation of the SWIS as a whole,
or on a region of the SWIS, necessary to maintain Power System Security, including
both static and dynamic limits, and including limits to allow for and to manage
contingencies.

Network Operators, in consultation with System Management, must determine any
Security Limit in accordance with the Power System Operation Procedure, and
System Management must record Security Limit information in accordance with the
Power System Operation Procedure.

The Technical Envelope represents the limits within which the SWIS can be operated
in each SWIS Operating State. In establishing and modifying the Technical Envelope
under clause 3.2.6, System Management must:

(@) respect all Equipment Limits;

(b) respect all Security Limits;

(c) respect all SWIS Operating Standards;

(d) respect all Ancillary Service standards specified in clause 3.10; and

(e) take into account those parts of the SWIS which are not designed to be

operated to the planning criteria in the relevant Technical Code.

System Management must establish and modify the Technical Envelope in
accordance with clause 3.2.5 and the Power System Operation Procedure.
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3.2.7. System Management must develop a Power System Operation Procedure
documenting:

(@) the process to be followed by System Management in maintaining Equipment
Limit information;

(b) the process to be followed by Network Operators and System Management
in determining the Security Limits and maintaining Security Limit information;

(c) the process to be followed by System Management in establishing and
modifying the Technical Envelope; and

(d) the processes to be followed by System Management to enable it to operate
the SWIS according to the Technical Envelope applicable to each SWIS
Operating State.

3.2.8. System Management must operate the SWIS in accordance with the Power System
Operation Procedure and the Technical Envelope for the applicable SWIS Operating
State.

3.3.  Normal Operating State

3.3.1. The SWIS is in a Normal Operating State when System Management considers that
all of the following circumstances apply:

(@) the voltage magnitudes at all energised busbars at every switchhouse,
switchyard or substation of the SWIS are within the applicable Security Limits;

(b) the MVA flows on all Registered Facilities are within the applicable Security
Limits;
(c) all other electric plant forming part of, or having or likely to have a material

impact on the operation of, the SWIS is being operated within any applicable
Equipment Limits and Security Limits;

These limits would include allowance for credible contingencies.

(d) the configuration of the SWIS is such that the severity of any potential fault is
within the capability of circuit breakers to disconnect the faulted circuit or
equipment;

(e) the frequency at all energised busbars at every switchhouse, switchyard or
substation of the SWIS is within the normal operating frequency band of the
SWIS Operating Standards;

(f) the levels of all Ancillary Services being provided meet the Ancillary Service
Requirements; and

(9) conditions on the SWIS are secure in accordance with the requirements of
the Technical Envelope.

Note that this is almost the same as the “secure operating state” used in the NEM.
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3.3.2. When the SWIS is in a Normal Operating State, System Management must:

(@)

(b)

()

(d)

(e)

not require a Registered Facility to be operated inconsistently with the
Security Standards or its Equipment Limits for the Normal Operating State;

not utilise the overload capacity of Scheduled Generators (as indicated in
Standing Data);

schedule and dispatch Ancillary Services in accordance with the Ancillary
Service Requirements;

subject to clause 3.19, accept applications for the scheduling of outages
unless System Management considers that these would endanger Power
System Security or Power System Reliability; and

not take any actions that in its opinion would be reasonably likely to lead to a
High-risk Operating State.

3.3.3. System Management may include in the Power System Operation Procedure
guidelines describing matters it will take into account in making a determination
under clause 3.3.1.

System Management will also be dispatching the system in accordance with the dispatch
rules in Chapter 7.

3.4. High Risk Operating State

3.4.1. The SWIS is in a High-risk Operating State when System Management considers
that any of the following circumstances exist, or are likely to exist within the next
fifteen minutes, or are likely to exist at a time beyond the next fifteen minutes but
actions other than those allowed under the Normal Operating State must be
implemented immediately by System Management so as to moderate or avoid the
circumstance:

(@)

(b)

()

(d)

(e)

(f)

there is a violation of the Spinning Reserve requirements determined in
accordance with clause 3.11;

insufficient Load Following range is available to meet the requirements
determined in accordance with clause 3.11;

there is a voltage deviation of greater than +6% from the values determined in
accordance with clause 3.1.2;

there is a frequency deviation of greater than £0.12 Hz from the values
determined in accordance with clause 3.1.1 at an energised busbar at any
switchyard or substation of the SWIS;

a transmission line is overloaded but the overload can be managed for the
timeframe during which the overload is expected to be rectified,;

there is a short circuit condition that could result in equipment fault levels
being exceeded;
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(9) there would be an overload, under-voltage situation or threat to the stability of
the power system if a credible contingency occurred;

(h) System Management is aware that one or more Market Participants have
been notified by fuel suppliers and/or fuel transporters that a fuel shortfall is
likely in relation to one or more Registered Facilities, where such fuel shortfall
will limit the availability of generation during the next 24 hours, and where this
might affect Power System Security or Power System Reliability;

0] imminent generator unavailability that would cause supply to fall below load;

0) significant SCADA system degradation is occurring which limits System
Management’s ability to control the power system;

(k) there is a major bushfire or storm near, or forecast to be near, elements of the
SWIS; and

() any other circumstance having a substantially similar effect to any of the
above occurs in connection with the SWIS.

3.4.2. When the SWIS is in a High Risk Operating State, System Management must:

(@) not require Registered Facilities to operate inconsistently with the Security
Standards or their Equipment Limits for the High Risk Operating State; and

(b) schedule and dispatch Ancillary Services appropriate for the High Risk
Operating State in accordance with Ancillary Service Requirements.

3.4.3. When the SWIS is in a High Risk Operating State, System Management may:
(@) cancel or defer Planned Outages that have not yet commenced;

(b) require the return to service in accordance with the relevant Outage
Contingency Plan of Network equipment undergoing Planned Outages, or
take other measures contained in the relevant Outage Contingency Plan for
any Registered Facility; and

(c) utilise the overload capacity of Scheduled Generators (as indicated in
Standing Data).

3.4.4. System Management may take any other actions as it considers are required,
consistent with good electricity industry practice, to return the SWIS to a Normal
Operating State provided it acts with as little disruption to electricity supply and to the
implementation of Resource Plans that it has received from the IMO as is reasonably
practicable in the circumstances.

3.4.5. System Management must return the SWIS from a High Risk Operating state to a
Normal Operating State as soon as it is able.

There is no time limit imposed on the duration of a High Risk or Emergency Operating State
— these do not define planning or service standards. Rather, System Management is
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required to return the system to a Normal Operating State as soon as possible. If the
system cannot be returned to a Normal Operating State, then, depending on SWIS
conditions, a High Risk or Emergency Operating State will remain in force until such time as
normal operation can be resumed.

3.4.6.

3.4.7.

3.4.8.

3.4.9.

3.5.

3.5.1.

When the SWIS is in a High Risk Operating State, Rule Participants must:

(@) subject to clause 3.4.7, comply with directions issued by System
Management in accordance with clauses 3.4.3 and 3.4.4; and

(b) otherwise, use reasonable endeavours to assist System Management to
return the SWIS to a Normal Operating State.

A Rule Participant is not required to comply with directions issued by System
Management, issued in accordance with clauses 3.4.3 or 3.4.4, if such compliance
would endanger the safety of any person, damage equipment, or breach any
applicable law.

Where a Rule Participant cannot comply with a direction issued by System
Management it must inform System Management immediately.

System Management may include in the Power System Operation Procedure
guidelines describing matters it will consider in making a determination under clause
3.4.1.

Emergency Operating State

The SWIS is in an Emergency Operating State when System Management considers
that any of the following circumstances exist, or are likely to exist within the next
fifteen minutes, or are likely to exist after fifteen minutes but actions other than those
allowed under the Normal Operating State or High-risk Operating State must be
implemented immediately by System Management so as to moderate or avoid the
circumstance:

(@) there is a frequency deviation of greater than £0.5 Hz from the values
determined in accordance with clause 3.1.1 for more than five minutes at any
energised busbar at any switch-yard or substation of the SWIS;

(b) there is a voltage deviation of greater than +10% from the values determined
in accordance with clause 3.1.2 for more than five minutes;

(c) circuit currents exceed hard circuit ratings;
(d) System Management expects a significant generation shortfall;
(e) significant involuntary load interruption is occurring;

(eA) operation under a Normal Operating State or a High-Risk Operating State
would pose a significant risk to the physical safety of the public or field
personal;
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(f)

(9

(h)

significant primary SCADA system failure is occurring which has forced
System Management to move power system control away from its primary
control centre; or

significant transmission separation is occurring, or is imminent, resulting in
limited power transfer and power system instability; and

any other circumstance having a substantially similar effect to any of the
above occurs in connection with the SWIS.

3.5.2. An Emergency Operating State as defined in these Market Rules does not
necessarily correspond to a civil emergency, or emergencies as defined in legislation
but may commence as a result of these.

3.5.3. System Management must not take any actions that in its opinion would be
reasonably likely to lead to an Emergency Operating State.

In accordance with clause 7.11, System Management must inform all Market Participants
and Network Operators as soon as practical when the SWIS enters or leaves an Emergency
Operating State

3.5.4. When the SWIS is in an Emergency Operating State, System Management must not
require Registered Facilities to operate inconsistently with the Security Standards or
their Equipment Limits for the Emergency Operating State.

3.5.5. When the SWIS is in an Emergency Operating State, System Management may:

(@)

(b)

(©)

(d)

(e)

direct any Rule Participant to provide Ancillary Services, whether that Rule
Participant has an Ancillary Services Contract in relation to the relevant
Facility or not;

utilise the overload capacity of Scheduled Generators (as indicated by
Standing Data);

cancel or defer Planned Outages, require the return to service in accordance
with the relevant Outage Contingency Plan of Registered Facilities
undergoing Planned Outages or take other measures contained in the
relevant Outage Contingency Plans;

issue directions to Rule Participants to operate their Registered Facilities in
specific ways; and

take such other actions as it considers are required, consistent with good
electricity industry practice, to restore the SWIS to a Normal Operating State,
or to restore the SWIS to a High Risk Operating State where a Normal
Operating State is not immediately achievable.

3.5.6. System Management must return the SWIS from an Emergency Operating State to a
Normal Operating State as soon as it is able.
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3.5.7. Subject to clause 3.5.6, while operating under an Emergency Operating State,
System Management must attempt to operate the SWIS in such a way as to, first
minimise the disruption to electricity supply, and then, minimise the disruption to the
implementation of Resource Plans, to the extent that is reasonably practicable to do
so in the circumstances.

3.5.8. When the SWIS is in an Emergency Operating State, Rule Participants must:

(@) subject to clause 3.5.9, comply with directions issued by System
Management in accordance with clause 3.5.5; and

(b) otherwise, use their best endeavours to assist System Management to return
the SWIS to a Normal Operating State.

Note that best endeavours here will be read in the context of actions within the time
available.

3.5.9. A Rule Patrticipant is not required to comply with directions issued by System
Management, issued in accordance with clause 3.5.5, if such compliance would
endanger the safety of any person, damage equipment, or breach any applicable
law.

3.5.10. Where a Rule Participant cannot comply with a direction issued by System
Management in accordance with clause 3.5.5 it must inform System Management
immediately.

3.5.11. System Management may include in the Power System Operation Procedure
guidelines describing matters it will consider in making determination under clause
3.5.1.

3.6. Demand Control

3.6.1. System Management must determine the aggregate requirements for automatic
under frequency load shedding in accordance with the SWIS Operating Standards.

3.6.2. System Management must produce operational plans to implement the aggregate
under frequency load shedding requirements. These operational plans must account
for sensitive loads and for the rotation of loads between load shedding bands.

Note that any consultation needed to determine which loads are “sensitive” is up to System
Management, and no formal process is set out in the Rules.

3.6.3. System Management must ensure that the operational plans have the approval of the
IMO.

3.6.4. System Management must inform all Network Operators of its operational plans for
under frequency load shedding.
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3.6.5. Network Operators must implement System Management’s operational plans for
automatic under frequency load shedding approved by the IMO by:

(@) setting their automatic under frequency load shedding equipment in
accordance with System Management’s operational plans, including the
rotation of loads between load shedding bands;

(b) maintaining the equipment which will implement the automatic under
frequency load shedding in good order; and

(c) reporting to System Management at the times required by System
Management on their compliance with System Management’s operational
plans.

3.6.6. System Management must make plans for manual load shedding, and must inform
Network Operators of these plans.

3.6.6A System Management may issue manual disconnection directions to Network
Operators, where such directions must be in accordance with System Management’s
load shedding plans.

3.6.6B.Network Operators must comply with any manual disconnection directions received
from System Management.

Additional load shedding arrangements may appear in the Technical Codes instead of the
Market Rules to the extent that they are related to Network Operator functions

3.7. System Restart

3.7.1. System Management must make operational plans and preparations to restart the
SWIS in the event of system shutdown.

3.7.2. System Management must use its reasonable endeavours to restart the SWIS in the
event of system shutdown.

Some of the system restart arrangements may appear in the Access Code or Technical
Codes to the extent that they are related to Network Operator functions.

3.8. Investigating Incidents in the SWIS

This section relates to operational events in the SWIS. It focuses on any changes needed to
the market rules or procedures. Other bodies may conduct other investigations focussing on
other issues — eg safety.

3.8.1. System Management must notify the IMO of any incidents in the operation of
equipment comprising the SWIS that:

(@) endangers Power System Security or Power System Reliability to a significant
extent; or
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(b) causes significant disruption to the operation of the dispatch process set out
in clauses 7.6. and 7.7.

Investigations would only be required for unusual events that either affected the Security and
Reliability of the power system in a significant way, or caused a major disturbance in the way
the dispatch process is applied.

3.8.2.

(@) The IMO must coordinate an investigation into an incidents that is notified to it
by System Management in accordance with clause 3.8.1 which the IMO
considers have had, or had the potential to have had, a significant impact on
the effectiveness of the market.

(b) The IMO may require System Management and the Rule Participants
involved in the incident to provide a report on the incident within a reasonable
time period specified by the IMO.

(c) System Management or a Rule Participant must comply with any request by
the IMO for a report under paragraph (b).

(d) The IMO may conduct its own investigation of, or engage independent
experts to report on, the incident.

3.8.3. Following the investigation, the IMO must publish a report detailing its findings and
including:

(@) any reports provided in accordance with clause 3.8.2(d) after the IMO has
removed any information that cannot be made public under these Market
Rules or which the IMO considers should not be released; and

(b) a description of any changes to the Market Rules or Market Procedures that
the IMO considers necessary to prevent the future occurrence of similar
incidents.

3.8.4. Where the IMO considers that changes in the Market Rules are necessary, it must
draft a suitable Rule Change Proposal and progress it using the rule change process
in clauses 2.5 t0 2.8.

3.8.5. Where the IMO considers that changes in a Market Procedure which these Market
Rules contemplate will be developed by the IMO are necessary, it must draft a
suitable Procedure Change Proposal and progress it using the Procedure change
process in clause 2.10.

3.8.6. Where the IMO considers that changes in a Market Procedure which these Market
Rules contemplate will be developed by System Management are necessary, it must
advise System Management, and System Management must draft a suitable
Procedure Change Proposal and progress it using the Procedure change process in
clause 2.10.
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Ancillary Services
3.9. Definitions of Ancillary Services

3.9.1. Load Following Service is the service of frequently adjusting the output of one or
more Scheduled Generators within a Trading Interval so as to match total system
generation to total system load in real time in order to correct any SWIS frequency
variations.

Load following is the primary mechanism in real-time to ensure that supply and demand are
balanced. In effect, Load Following accounts for the difference between the schedules and
dispatch instructions and the actual load.

3.9.2. Spinning Reserve Service is the service of holding capacity associated with a
synchronised Scheduled Generator, Dispatchable Load or Interruptible Load in
reserve so that the relevant Facility is able to respond appropriately in any of the
following situations:

(@) to retard frequency drops following the failure of one or more Registered
Facilities; and

(b) in the case of Spinning Reserve Service provided by Scheduled Generators
and Dispatchable Loads, to supply electricity if the alternative is to trigger
involuntary load curtailment,

(c) [Blank]
3.9.3. Spinning Reserve response is measured over three time periods following a

contingency event. A provider of Spinning Reserve Service must be able to ensure
the relevant Facility can:

(@) respond appropriately within 6 seconds and sustain or exceed the required
response for at least 60 seconds; or

(b) respond appropriately within 60 seconds and sustain or exceed the required
response for at least 6 minutes; or

(c) respond appropriately within 6 minutes and sustain or exceed the required
response for at least 15 minutes,

for any individual contingency event.
3.9.4. [Blank]
3.9.5. [Blank]

3.9.6. Load Rejection Reserve Service is the service of holding capacity associated with a
Scheduled Generator or Dispatchable Load in reserve so that:

(@) the Scheduled Generator can reduce output rapidly; or
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(b) the Dispatchable Load can increase consumption rapidly,

in response to a sudden decrease in SWIS load.

3.9.7. Load Rejection Reserve response is measured over two time periods following a
contingency event. A provider of Load Rejection Reserve Service must be able to
ensure that the relevant Facility can:

(@) respond appropriately within 6 seconds and sustain or exceed the required
response for at least 6 minutes; or

(b) respond appropriately within 60 seconds and sustain or exceed the required
response for at least 60 minutes,

for any individual contingency event.

3.9.8. System Restart Service is the ability of a Registered Facility which is a generation
system to start without requiring energy to be supplied from a Network to assist in
the re-energisation of the SWIS in the event of system shut-down.

3.9.9. Dispatch Support Service is any other ancillary service that is needed to maintain
Power System Security and Power System Reliability that are not covered by the
other Ancillary Service categories. Dispatch Support Service is to include the service
of controlling voltage levels in the SWIS, where that service is not already provided
under any Arrangement for Access or Network Control Service Contract.

Most of the voltage control is likely be provided under the access regime, and any provision

under the requirements of an access agreement will not require Ancillary Service payments.
The service here is to allow for the possibility that System Management requires provision of
a service in excess of that required by access.

3.10. Ancillary Service Standards

3.10.1. The standard for Load Following Service is a level which is sufficient to:

(@) provide Minimum Frequency Keeping Capacity, where the Minimum
Frequency Keeping Capacity is the greater of:

i 30 MW; and

ii. the capacity sufficient to cover 99.9% of the short term fluctuations in
load and output of Non-Scheduled Generators and uninstructed output
fluctuations from Scheduled Generators, measured as the variance of
1 minute average readings around a thirty minute rolling average.

(b) [Blank]
3.10.2. The standard for Spinning Reserve Service is a level which satisfies the following
principles:

(a) the level must be sufficient to cover the greater of:
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i. 70% of the total output, including parasitic load, of the generation unit
synchronised to the SWIS with the highest total output at that time;
and

ii. the maximum load ramp expected over a period of 15 minutes;

Note that the inclusion of parasitic load may be considered further.

(b) the level must include capacity utilised to meet the Load Following Service
standard under clause 3.10.1, so that the capacity provided to meet the Load
Following requirement is counted as providing part of the Spinning Reserve
requirement;

The Load Following and Load Ramp requirements will be met only by generators. The

remaining part of the Spinning Reserve requirement, if any, can be met by interruptible load
as well.

(c) the level may be relaxed by up to 12% by System Management where it
expects that the shortfall will be for a period of less than 30 minutes; and

(d) the level may be relaxed following activation of Spinning Reserve and may be
relaxed by up to 100% if all reserves are exhausted and to maintain reserves
would require involuntary load shedding. In such situations the levels must
be fully restored as soon as practicable.

3.10.3. [Blank]
3.10.4. The standard for Load Rejection Reserve Service is a level which satisfies the
following principles:

(@) the level sufficient to keep over-frequency below 51 Hz for all credible load
rejection events;

(b) may be relaxed by up to 25% by System Management where it considers that
the probability of transmission faults is low.

3.10.5. The level of Load Following Service, Spinning Reserve Service and Load Rejection
Reserve Service may be reduced:

(@) following relevant contingencies; or

(b) where System Management cannot meet the standard without shedding load,
providing that System Management considers that reducing the level is not
inconsistent with maintaining Power System Security.

System Management must attempt to recover the level of these Ancillary Services within 30
minutes, provided it can achieve this without shedding load.

3.10.6. The standard for System Restart Service is a level which is sufficient to meet System
Management's operational plans as developed in accordance with clause 3.7.1.
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From these high level standards System Management will develop the annual requirements
for each Ancillary Service.

3.11. Determining & Procuring Ancillary Service Requirements

3.11.1. System Management must determine all Ancillary Service Requirements in
accordance with the SWIS Operating Standards and the Ancillary Service Standards.

3.11.2. System Management must update Ancillary Service Requirements on an annual
basis. The Ancillary Service Requirements must be set based on the facilities and
configuration expected for the SWIS in the coming year.

3.11.3. If it considers that a considerable shortfall of any Ancillary Service relative to the
applicable Ancillary Service Standard is occurring, or is likely to occur before the next
update under clause 3.11.2, System Management may reassess the level of the
Ancillary Service Requirements for that Ancillary Service at that time.

3.11.4. System Management must determine the Ancillary Service Requirements in
accordance with clause 3.11.1 and 3.11.5 for the:
(@) Load Following Service;
(b) Spinning Reserve Service;
(c) [Blank]
(d) Load Rejection Reserve Service;
(e) each Dispatch Support Service; and

(f) System Restart Service

The System Restart requirements will only need to change when there is a significant
change in the configuration of the SWIS, so in most years this determination will simply be to
roll forward the previous year's requirement.

3.11.5. The Ancillary Service Requirements may:
(@) be location specific;
(b) vary for different SWIS load levels or other scenarios;
(c) vary by the type of day and time of day; and

(d) vary across the year.

Variations across the year could be seasonal variations, or because of significant changes in
the SWIS, e.g. a new power station.

3.11.6. System Management must submit the Ancillary Service Requirements to the IMO for
approval. The IMO must audit System Management’'s determination of the Ancillary
Service Requirements and may require System Management to redetermine the
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Ancillary Service Requirements, in which case this clause 3.11.6 applies to any
recalculated requirements.

3.11.7. System Management must make an annual Ancillary Services plan describing how it
will ensure that the Ancillary Service Requirements are met. The Ancillary Services
plan must only include:

(a) the Electricity Generation Corporation’s Registered Facilities; and

(b) facilities under the control of Rule Participants, where System Management
has an Ancillary Services Contract with each of those Rule Participants.

We could limit the Ancillary Services Contracts to Market Participants, but this additional
condition might exclude some parties who are Rule Participants and who would otherwise be
happy to provide Ancillary Services to System Management without specifically registering
any facilities.

3.11.7A. The Electricity Generation Corporation must make its capacity to provide
Ancillary Services from its facilities available to System Management to a standard
sufficient to enable System Management to meet its obligations in accordance with
these Market Rules.

3.11.8. System Management may enter into an Ancillary Service Contract with a Rule
Participant other than the Electricity Generation Corporation where:

(a) it does not consider that it can meet the Ancillary Service Requirements with
the Electricity Generation Corporation’s Registered Facilities; or

(b) the Ancillary Service Contract provides a less expensive alternative to
Ancillary Services provided by the Electricity Generation Corporation’s
Registered Facilities.

There may be additional requirements to maintain some level of contracted ancillary services
— for example interruptible load contracts.

Note that the provider of Ancillary Services under an Ancillary Services Contract does not
need to be a Market Participant

3.11.9. Where it intends to enter into an Ancillary Service Contract, System Management
must:

(@) seek to minimise the cost of meeting its obligations under clause 3.12.1; and

(b) give consideration to using a competitive tender process, unless System
Management considers that this would not meet the requirements of
paragraph (a).

3.11.10. Where System Management has entered into an Ancillary Service Contract,
System Management must report the capacity of each Ancillary Service contracted,
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and the prices and terms for calling on the relevant Facility to provide that capacity to
the IMO.

The ERA will also assess the Ancillary Service Contracts entered into and the process for
entering into the contracts as part of its monitoring of System Management.

3.11.11. By 1 June each year, System Management must submit to the IMO a report
containing information on:

(@) the quantities of each of the Ancillary Services provided in the preceding year,
including Ancillary Services provided under Ancillary Service Contracts, and
the adequacy of these quantities;

(b) the total cost of each of the categories of Ancillary Services provided,
including Ancillary Services provided under Ancillary Service Contracts, in the
preceding year;

(©) the Ancillary Service Requirements for the coming year and the Ancillary
Services plan to meet those requirements; and

(d) the budget approved in accordance with clause 2.23 for providing Ancillary
Services for the coming year.

3.11.12. The IMO must audit System Management’s determination of the Ancillary
Services plan submitted to the IMO under clause 3.11.11. The IMO may require
System Management to amend the Ancillary Services plan and resubmit it to the
IMO, in which case this clause 3.11.12 applies to any amended plan.

3.11.13 By 1 July each year, System Management must have obtained the IMO’s
approval of a report provided under clause 3.11.11 or 3.11.12. The IMO must
publish the approved report as soon as practicable.

3.11.14. System Management must document in the Power System Operation
Procedure the procedure to be followed, and must follow that documented Market
Procedure, when:

(a) determining Ancillary Service Requirements;

(b) entering into Ancillary Service Contracts, including the process for conducting
competitive tender processes utilised for the awarding of Ancillary Service
Contracts; and

(c) preparing budget proposals for providing Ancillary Services.

3.12. Ancillary Service Dispatch

3.12.1. System Management must schedule and dispatch facilities to meet the Ancillary
Service Requirements in each Trading Interval in accordance with Chapter 7.

Chapter 7 is the dispatch chapter.
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Clause 7.6 sets out the dispatch criteria, including a requirement to maintain Ancillary
Services, and puts an obligation on System Management to dispatch the Electricity
Generation Corporation’s plant to meet the criteria. Clause 7.6.6 allows Dispatch
Instructions in connection with Ancillary Services contracts that System Management has
with other Market Partipants.

3.13. Payment for Ancillary Services
3.13.1. The total payments by the IMO on behalf of System Management for Ancillary
Services in accordance with Chapter 9 comprise:
(a) [Blank]
(aA) for Load Following Service for each Trading Month:
i. a capacity payment Capacity LF calculated as;
1. the Monthly Reserve Capacity Price in that Trading Month;

2. multiplied by LFR, the capacity necessary to meet the Ancillary
Service Requirement for Load Following in that month;

ii. an availability payment Availiability Cost_LF(m) calculated in
accordance with clause 9.9.2(d) for that Trading Month;

Clause 9.9.2(d) determines the share of the total Availability Cost for Ancillary Services
associated with Load Following.

(b) an amount Availability_Cost_R(m) for Spinning Reserve for each Trading
Month, which is calculated in accordance with clause 9.9.2(c) for that Trading
Month; and

(c) Cost_LRD, the monthly amount for Load Rejection Reserve, System Restart,
and Dispatch Support services, determined in accordance with System
Management's budget process described in clause 2.23.

3.13.1A. To allow the IMO to distribute the total payments described in clause 3.13.1 in
accordance with Chapter 9, System Management must provide the IMO with
settlement information for Ancillary Service Contracts in accordance with clauses
3.22.2 and 3.22.3.

3.13.2. Payments for usage of Ancillary Services are achieved through the operation of the
Balancing mechanism settlement process, and no additional payments will be due by
the IMO to System Management for the use of Ancillary Services.

3.13.3. The parameters Margin_Peak and Margin_Off-Peak to be used in the settlement
calculation described in clause 9.9.2 are:

(@) where the Economic Regulation Authority has not completed its first
assessment of the efficient costs of System Management in accordance with
clause 2.23.3:
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i. 15 % for Margin_Peak; and
ii. 12% for Margin_Off-Peak; and

(b) determined by the Economic Regulation Authority, where the Economic
Regulation Authority has completed its first assessment of the efficient costs
of System Management in accordance with clause 2.23.3.

3.14. Ancillary Service Cost Recovery

3.14.1. Market Participant p’'s share of the Load Following Service payment cost in each
Trading Month m is Load_Following_Share(p,m) which equals :

(@) the Market Participant’s contributing quantity; divided by
(b) the total contributing quantity of all Market Participants,
where a Market Participant’s contributing quantity for Trading Month m is the sum of:

i. the absolute value of the sum of the Metered Schedules for the Non-
Dispatchable Loads, Interruptible Loads, Curtailable Loads registered
by the Market Participant for all Trading Intervals during Trading
Month m; and

ii. the sum of the Metered Schedules for Non-Scheduled Generators
registered by the Market Participant for all Trading Intervals during
Trading Month m.

ii.  [Blank]

3.14.2. Market Participant p’s share of the Spinning Reserve service payment costs in each
Trading Interval t is Reserve_Share(p,t) which equals the amount determined in
Appendix 2.

3.14.3. Market Participant p’s share of the Load Rejection Reserve, System Restart,
Dispatch Support services payment costs in each Trading Month m is
Consumption_Share(p,m) determined in accordance with clause 9.3.7.

3.14.4. These values are used in the settlement calculations in Chapter 9.
This is an allocation of these costs based on per MWh consumption in the month.

The formulae for calculating reserve payment shares have changed and the FOFactor and
Mo(f) parameters are no longer needed.

3.15. Review of Ancillary Service Requirements Process and Standards

3.15.1. From time to time, and at least once in every five year period starting from Energy
Market Commencement, the IMO, with the assistance of System Management, must
carry out a study on the Ancillary Service Standards and the basis for setting
Ancillary Service Requirements. The study must include:
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(@) technical analyses determining the relationship between the level of Ancillary
Services provided and the SWIS Operating Standards set out in clause 3.1;

(b) identification of the expected costs that would result from an increase in the
requirements for Ancillary Services due to additional Facilities connecting to
the SWIS;

For example if a generator larger than the largest existing generator were to be built.

(c) a cost-benefit study on the effects on stakeholders of providing and using a
variety of levels of each Ancillary Service; and

(d) a public consultation process.

3.15.2. The IMO must publish a report containing:
(@) the inputs and results of the technical and cost-benefit studies;

(b) the submissions received by the IMO in the consultation process, a summary
of those submissions, and any responses to issues raised in those
submissions; and

(c) any recommended changes to Ancillary Service Standards and the basis for
setting Ancillary Service Requirements.

3.15.3. If the IMO recommends any changes in the report in clause 3.15.2, the IMO must
make a Rule Charge Proposal in accordance with clause 2.5.1 to implement those
changes.

Medium and Short Term Planning
3.16. Medium Term PASA

3.16.1. System Management must carry out a Medium Term PASA study by the 15th day of
each month.

3.16.2. The Medium Term PASA study must consider each week of a three year planning
horizon, starting from the month following the month in which the Medium Term
PASA study is performed.

3.16.3. System Management must use the assembled data to assist it with respect to:
(@) setting Ancillary Service Requirements over the year; and
(b) outage planning for Registered Facilities; and

(c) assessing the availability of Facilities providing Capacity Credits, and the
availability of other capacity.
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3.16.4. Rule Participants must provide the following data to System Management in respect
of each week in the Medium Term Planning horizon described in clause 3.16.2 by the
time specified in the Power System Operation Procedure:

Where we refer to “future changes” in the following, current values are not required, as
Standing Data will reflect this

(@)

(b)

()

for Network Operators:

future changes to transmission capacities and ratings of equipment, to
the extent that these have been planned at the time of providing the
data;

in accordance with clause 3.18, confirmation of previous outage plans
and any new outage plans; and

future access quantities at entry and exit point to its Network;

for Market Generators:

planned future changes to generating facility capabilities and Ancillary
Service capabilities;

in accordance with clause 3.18, confirmation of previous outage plans
and any new outage plans;

any proposed closure of a Registered Facility;

any energy constraints for any week in the Medium Term Planning
horizon described in clause 3.16.2; and

estimated weekly output for Non-Scheduled Generators; and

for Market Customers:

[Blank]

in accordance with clause 3.18, confirmation of previous outage plans
and any new outage plans; and

availability of Demand Side Management capacity.

3.16.5. In conducting a Medium Term PASA study, System Management may use
information developed by System Management in relation to:

(@)
(b)
()

SWIS Operating Standards;

Ancillary Service Requirements;

Ancillary Service Contracts.

3.16.6. In conducting a Medium Term PASA study, System Management may, in place of
information provided in accordance with clause 3.16.4, use information developed by
System Management.
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3.16.7. Rule Participants must provide the information System Management requests, and
any other data they are aware of that might be relevant to a Medium Term PASA
study, within the timeframe specified in the Power System Operation Procedure.

3.16.8. System Management must review the information provided by Rule Participants, and
where necessary, seek additional information or clarifications.

3.16.8A. Rule Participants must provide any additional information or clarifications
requested by System Management, within the time frame specified in the Power
System Operating Procedure.

3.16.9. By the 15th day of each month, System Management must provide to the IMO and
the IMO must publish the following information developed as a result of its Medium
Term PASA study for each week in the Medium Term Planning horizon described in
clause 3.16.2:

(@) peak load forecasts for the following scenarios:
i mean;
ii. mean plus one standard deviation; and
iil. mean plus two standard deviations.
(b) forecast total available generation capacity by constrained region;

(c) forecast total available Demand Side Management capacity by week and by
constrained region;

(d) the amount equal to:
i. the load forecast referred to in (a)(iii); minus
ii. the total forecast available generation capacity; minus

iii. the total available Demand Side Management capacity;

This indicates where outages might be possible.

(e) any weeks where there is expected to be a shortfall of capacity, including a
shortfall of Ancillary Services or an inability to satisfy the Ready Reserve
Standard,;

(f) transmission outages of which System Management is aware, forecast
transmission capacity between potentially constrained regions, under normal
conditions and some contingency scenarios, and any constraints that are
likely under these scenarios;

(9) possible security problems that could affect market or dispatch outcomes;

(h) potential fuel supply, transport or storage limitations that could affect
generation capacity of which System Management is aware;
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0] the details of any use by System Management of its own data in place of data
provided in accordance with clause 3.16.6, and the reasons why System
Management’s data was substituted; and

)] for each approved Commissioning Test the Facility to be tested and the dates
and times during which the Commissioning Test will be conducted.

3.16.10. System Management must document the procedure it follows in conducting

3.17.

3.17.1.

3.17.2.

3.17.3.

3.17.4.

3.17.5.

Medium Term PASA studies in the Power System Operation Procedure and System
Management must follow that documented Market Procedure when conducting a
Medium Term PASA study.

Short term PASA

System Management must carry out a Short Term PASA study:

(@) every Thursday, and provide the Short Term PASA results referred to in
clause 3.17.9 to the IMO by 4:30 PM; and

(b) on any other day if it determines that changes have occurred that would
materially affect market outcomes during the first week of the period covered
by the previous Short Term PASA study, and provide the Short Term PASA
results referred to in clause 3.17.9 to the IMO as soon as practical.

The IMO must publish the Short Term PASA results referred to in clause 3.17.9
provided by System Management as soon as practicable after it receives it from
System Management.

The Short Term PASA study must consider each six-hour period of a three week
planning horizon (“Short Term PASA Planning Horizon”), starting from 8 AM on the
day following the day on which the Short Term PASA study is performed.

System Management must use the Short Term PASA study to assist it in:

(@) setting Ancillary Service Requirements in each six-hour period during the
Short Term PASA Planning Horizon;

(b) assessing final approval of Planned Outages; and

(c) assessing the availability of capacity holding Capacity Credits in each six-
hour period during the Short Term PASA Planning Horizon.

Rule Participants must submit information to System Management before 10 AM

every Thursday, consisting of:

(@) for a Network Operator, availability over the next Short-Term PASA Horizon
of all Registered Facilities;

(b) for a Market Generator, availability over the next Short-Term PASA Horizon of
all its Registered Facilities which are generating works; and
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(c) for a Market Customer, availability over the next Short-Term PASA Horizon of
all its Registered Facilities which are Loads and demand forecasts for any
other load facilities designated as significant by System Management.

3.17.6. Where a Rule Participant becomes aware that the information it submitted in
accordance with clause 3.17.5 has materially changed during the first week of the
period covered by the previous Short Term PASA study, then it must re-submit the
relevant data to System Management as soon as possible, and in any case within 24
hours.

3.17.7. In conducting the Short Term PASA study, System Management may, use
information developed by System Management in relation to:
(@) SWIS Operating Standards;
(b) Ancillary Service Requirements;
(c) Ancillary Service Contracts;
(d) load forecasts.
3.17.8. In conducting a Short Term PASA study, System Management may, in place of

information provided in accordance with clause 3.17.5, use information developed by
System Management.

3.17.9. System Management must ensure that the results of a Short Term PASA study which
it provides to the IMO include for the Short Term PASA Planning Horizon:
(@) peak load forecasts for the following scenarios:
i mean;
ii. mean plus one standard deviation; and
iil. mean plus two standard deviations;
(b) forecast total available generation capacity by six-hour period;

(c) forecast total available Demand Side Management capacity by six-hour
period;

(d) by six-hour period, the amount equal to:
i. the load forecast referred to in (a)(iii); minus
ii. the total forecast available generation capacity; minus

iii. the total available Demand Side Management capacity;

This indicates where outages might be possible.

(e) any six-hour periods where a shortfall of capacity is forecast, including a
shortfall of Ancillary Services or an inability to satisfy the Ready Reserve
Standard,;
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(f) transmission outages of which System Management is aware, forecast
transmission capacity between potentially constrained regions, and any
constraints that are likely;

(9) possible security problems that could affect market or dispatch outcomes;

(h) potential fuel supply, transport or storage limitations that could affect
generation capacity of which System Management is aware;

0] the details of any use by System Management of its own data in place of data
provided in accordance with clause 3.17.8, and the reasons why System
Management’s data was substituted; and

()] for each approved Commissioning Test the Facility to be tested and the dates
and times during which the Commissioning Test will be conducted.

3.17.10. System Management must document the procedure it follows in conducting
Short Term PASA studies in the Power System Operation Procedure and System
Management must follow that documented Market Procedure when conducting a
Short Term PASA study.

3.18. Outage Scheduling

Participants follow the outage scheduling process over two timeframes.

Clause 3.18 deals with the longer timeframe, when participants submit outage plans to
System Management to be scheduled, according to the long term Security and Reliability
criteria. System Management will enter outages into its schedule, and will periodically
review these as part of the MT-PASA and ST-PASA processes.

Clause 3.19 then deals with the short term process - a few days before the scheduled
outage the participant confirms that System Management accepts the outage plan, given the
updated forecasts of the power system state that System Management has at that time.
Participants can also apply to System Management for opportunistic maintenance.

3.18.1. Where a reference is made to an outage of a Facility or item of equipment in clauses
3.18, 3.19, 3.20 and 3.21, this includes partial and complete outages and de-ratings
of the Facility or item.

3.18.2.

(@) System Management must compile a list of all equipment on the SWIS that is
required to be subject to outage scheduling by System Management. The list
must also include equipment for which System Management requires notice
of partial outages or de-ratings.

(b) System Management must review the list described in paragraph (a) from
time to time and may update the list.

(©) The list described in paragraph (a) must include:
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i. all transmission network Registered Facilities;

ii. all Registered Facilities holding Capacity Credits, except those to
which clause 3.18.2A applies;

iiA. all generation systems to which clause 2.30B.2(a) relates, except
those to which clause 3.18.2A applies;

iii. all Registered Facilities subject to an Ancillary Services Contract; and

iv. any other equipment that System Management determines must be
subject to outage scheduling to maintain Power System Security and
Power System Reliability.

(d) The list described in paragraph (a) may specify that a piece of equipment on
the list is subject to outage scheduling by System Management only at certain
times of the year.

(e) System Management must provide the list described in paragraph (a) and any
updated list to the IMO. The IMO must publish any list provided by System
Management.

(f If a Market Participant’s or Network Operator’s Facility (or an item of
equipment forming part of that Facility) is on the list described in paragraph
(a), then the Market Participant or Network Operator, as applicable, must
schedule outages for the equipment in accordance with this clause 3.18 and
clauses 3.19, 3.20 and 3.21.

3.18.2A.

(@) Except where clause 3.18.2(c)(iv) applies, Registered Facilities with a
Standing Data nameplate capacity of less than 10 MW and generation
systems to which clause 2.30B.2(a) relates and which have a nameplate
capacity of less than 10 MW are not required to schedule outages for that
equipment in accordance with this clause 3.18 and clauses 3.19 and 3.20
other than as required by this clause 3.18.2A.

Note that these facilities are not exempted from clause 3.21 which relates to Forced
Outages.

(b) If (&) applies to a Market Participant’s Facility or generation system then that
Market Participant must notify System Management of proposed Planned
Outages of that Facility or generation system not less than 2 Business Days
prior to their commencement and must specify the duration of the Planned
Outage;

(c) Where System Management is advised of a proposed Planned Outage in
accordance with (b) then System Management must record that outage as an
approved Planned Outage.
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For the purpose of Reserve Capacity Mechanism operation it is necessary that there be a
demarcation between Forced and Planned Outages for all Facilities holding Capacity Credits
or serving Intermittent Load

3.18.3.
(@)

(b)

(©)

(d)

If a Market Participant’s or Network Operator’s Facility (or an item of
equipment forming part of a Facility or an item of equipment which is a
generation system to which clause 2.30B.2(a) relates) is on the list described
in clause 3.18.2(a), then the Market Participant or Network Operator may
request that the IMO reassess the inclusion of the Facility or item of
equipment on the list in accordance with this clause 3.18.3.

Following a request by a Market Participant or Network Operator under
paragraph (a), the IMO must consult with System Management and the
Market Participant or Network Operator concerning whether the Facility or
item of equipment should remain on the list.

The IMO may give a direction to System Management that a Facility or item
of equipment should not remain on the list where it finds that:

i. System Management has not followed the Market Rules or the Power
System Operation Procedure in compiling the list under clause 3.18.2;
and

ii. if the Market Rules and the Power System Operation Procedure had
been followed, then the Facility or item of equipment would not have
been on the list.

Where the IMO gives a direction to System Management that the Facility or
item of equipment does not need to remain on the list, System Management
must remove the Facility or item from the list.

So the IMO can only overturn System Management’s decision on procedural, not in relation
to technical issues.

3.18.4. System Management must maintain an outage schedule, containing information on
all scheduled outages.

3.18.4A.

A proposal submitted to System Management in accordance with this clause

3.18 by a Market Participant or Network Operator in which permission is sought from
System Management for the scheduling of the removal from service (or derating) of
an item of equipment is a proposed outage plan (“Outage Plan”).

3.18.5. Market Participants:

(@)

must, subject to clause 3.18.5A, submit to System Management details of a
proposed Outage Plan at least one year but not more than three years in
advance of the proposed outage, where:
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i. the outage relates to a Facility or item of equipment in respect of
which a Market Participant holds Capacity Credits at any time during
the proposed outage;

ii. the Facility or item of equipment has a nameplate capacity greater
than 10 MW; and

iil. the proposed outage has a duration of more than one week; and

(b) otherwise may submit an Outage Plan to System Management not more than
three years and not less than two days in advance of the proposed outage.

3.18.5A. Market Participants may submit an Outage Plan to which clause 3.18.5(a)
relates to System Management less than one year, but not less than two days, in
advance of the proposed outage, but in such instances:

(@) System Management must give priority to Outage Plans to which clause
3.18.5(a) relate and which were received more than one year in advance of
the commencement of the proposed outage;

(b) System Management must give priority to Outage Plans to which this clause
3.18.5A relates in the order they are received; and

(c) System Management must give no special priority to Outage Plans to which
this clause 3.18.5A relates relative to Outage Plans to which clause 3.18.5(a)
does not relate.

The intent of this is that if an outage with duration of more than a week is scheduled more
than a year before the event then it will get priority over a similar outage scheduled less than
a year before the event. An outage with a duration of more than a week scheduled less than
a year before the event should be treated with the same priority as any other outage
scheduled less than a year before the event, except that outages lasting more than a week
will, to the extent possible, be approved in the order they are received.

Note that if outage A has priority over outage B the rules do not preclude the possibility that
outage B will be accepted while outage A is rejected. The intent of the rules is that to the
extent that both outages could be approved without having undue impact on other outages
or long term system security, but outages A and B are mutually exclusive, then outage A will
be accepted ahead of outage B.

3.18.5B. Network Operators may submit an Outage Plan to System Management not
more than three years and not less than two days in advance of the proposed
outage.

3.18.5C. Where a Network outage is likely to unduly impact the operation of one or
more Market Participant Registered Facilities, System Management may require that
in developing their Outage Plans the relevant Network Operator and affected Market
Participants coordinate the timing of their outages so as to minimise the impact of the
Network outage on the operation of the Market Participant Facilities.
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3.18.6. The information submitted in an Outage Plan must include:
(@) identity of the Facility or item of equipment that will be unavailable;
(b) the quantity of any de-rating;
(c) the reason for the outage;
(d) the proposed start and end times of the outage;
(e) an assessment of risks that might extend the outage;

)] details of the time it would take the Facility or item of equipment to return to
service, if required; and

(9) contingency plans for the early return to service of the Facility or item of
equipment(“Outage Contingency Plans”).

The return to service information will apply primarily to transmission facilities - e.g.
alternative breaker settings to allow a transmission line to return to service quickly, but with
lower than normal reliability

3.18.7. Outage Plans submitted by a Market Participant or Network Operator must represent
the good faith intention of the Market Participant or Network Operator to remove from
service, or de-rate, the relevant Facility or item of equipment, for maintenance.

3.18.7A. System Management may reject an Outage Plan first submitted within 6
weeks of the commencement time of the outage without evaluating that Outage Plan
if, in the opinion of System Management, the submitting party has not allowed
adequate time for the Outage Plan to be assessed.

3.18.8. Where a Market Participant or Network Operator no longer plans to remove from
service, or de-rate, the relevant Facility or item of equipment, for maintenance it must
inform System Management as soon as practicable.

3.18.9. Where a Market Participant or Network Operator intends to remove from service, or
de-rate, the relevant Facility or item of equipment, for maintenance at a different time
than indicated in an Outage Plan, it must submit a revised Outage Plan to System
Management as soon as practicable.

3.18.10. System Management must use a risk assessment process using the criteria
set out in clause 3.18.11 to evaluate Outage Plans:
(@) when an Outage Plan is received or revised; and
(b) on an ongoing basis as part of the Medium Term PASA and Short Term

PASA studies.

3.18.11. System Management must apply the following criteria when evaluating
Outage Plans:
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(@) the capacity of the total generation and Demand Side Management Facilities
remaining in service must be greater than the second deviation load forecast
published in accordance with clause 3.16.9(a)(iii) or clause 3.17.9(a)(iii), as
applicable;

(@A) the capacity of the total generation and Demand Side Management Facilities
remaining in service must satisfy the Ready Reserve Standard described in
clause 3.18.11A;

(b) the transmission capacity remaining in service must be capable of allowing
the dispatch of the capacity referred to in paragraph (a);

(c) the Facilities remaining in service must be capable of meeting the applicable
Ancillary Service Requirements;

(d) the Facilities remaining in service must allow System Management to operate
the power system within the Technical Envelope; and

(e) notwithstanding the criteria set out in paragraphs (a) to (d), System
Management may allow an outage to proceed if it considers that preventing
the outage would pose a greater threat to Power System Security or Power
System Reliability over the long term than allowing the outage.

3.18.11A. The Ready Reserve Standard requires that the available generation and
demand-side capacity at any time satisfies the following principles:

(@) Subject to (c), the additional energy available within fifteen minutes must be
sufficient to cover:

i. 30% of the total output, including parasitic load, of the generation unit
synchronized to the SWIS with the highest total output at that time;

ii. plus the Minimum Frequency Keeping Capacity as defined in clause
3.10.1(a).

(b) Subject to (c), and in addition to the additional energy described in (a), the
additional energy available within four hours must be sufficient to cover ;

i. 70% of the total output, including parasitic load, of the generation unit
synchronized to the SWIS with the second highest total output at that
time;

ii. less the Minimum Frequency Keeping Capacity as defined in clause
3.10.1(a).

(c) System Management may relax the requirements in (a) and (b) in the
following circumstances:

i. where System Management expects that the load demand will be
such that it exceeds the second standard deviation peak load forecast
level, as described in clause 3.17.9(a), used in the most recently
published Short Term PASA for that Trading Interval;
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ii. during the four hours following an event that has caused System
Management to call on additional energy maintained in accordance
with clauses (a) or (b).

The current Spinning Reserve Standard covers 70% of the largest unit (and not 100%). This
is possible because Ready Reserve requires that a sufficient capacity is maintained on the
system to cover the difference within 15 minutes. In effect, the Ready Reserve Standard
enables Spinning Reserve standard to be set at its current level (as defined in clause 3.9.2).

3.18.12. Except to the extent required by the criteria in clause 3.18.11 and to the
extent allowed by clause 3.18.5A, in evaluating Outage Plans, System Management
must not show bias towards a Market Participant or Network Operator in regard to its
Outage Plans.

3.18.13. Following an evaluation of a new Outage Plan or an Outage Plan or group of
Outage Plans that System Management has previously accepted fully or subject to
conditions:

(@) System Management may find that an Outage Plan, or group of Outage
Plans, when considered together, are acceptable, unacceptable or are
acceptable under certain circumstances. If System Management finds that a
group of Outage Plans when considered together are acceptable,
unacceptable or acceptable under certain circumstances, then all the Outage
Plans in that group have that status.

(b) Where System Management finds that an Outage Plan is acceptable, then it
must schedule the Outage Plan in System Management's outage schedule
accordingly and inform the Market Participants or Network Operators that
submitted the Outage Plans.

(c) Where System Management finds that an Outage Plan is acceptable under
certain circumstances, then it must inform the Market Participant or Network
Operator that submitted the Outage Plan of its finding and the circumstances
under which the Outage Plan would be acceptable. System Management
must:

i. consult with the Market Participant or Network Operator about those
circumstances;

ii. determine a date by which it expects to have sufficient information on
those circumstances to reassess the Outage Plan;

iil. inform the Market Participant or Network Operator of the date; and

iv. reassess the outage plan using the criteria under clause 3.18.11
following the date specified in accordance with clause 3.18.13(c)(ii);

(d) Where System Management finds that an Outage Plan is unacceptable, then
System Management must inform all Market Participants and Network
Operators affected and must negotiate with the affected Market Participants
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(e)

3.18.14.
referred to in clause 3.18.13(d)(ii), in descending order of priority:

(@)
(b)

(©)

and Network Operators to attempt to reach agreement as to System
Management’'s outage schedule, and:

i. If agreement is reached, then the affected Market Participants and
Network Operators must resubmit Outage Plans to System
Management; or

ii. If no agreement is reached within 15 Business Days, System
Management must:

1. decide which of the Outage Plans are acceptable and
schedule these Outages Plans into System Management'’s
outage schedule where they are not already scheduled;

2. decide which of the Outage Plans are unacceptable and
remove these Outages Plans from the System Management’s
outage schedule where they were previously scheduled; and

3. notify each affected Market Participant whether its Outage
Plan has been scheduled.

Where, as a result of an evaluation, the status of an Outage Plan that was
previously acceptable or acceptable under certain conditions changes then
System Management must modify its outage schedule accordingly.

System Management must use the following criteria when making a decision

System Management must give priority to the criteria in clause 3.18.11;

System Management must give priority to Outage Plans that have previously
been scheduled in System Management’s outage schedule, in the order in
which they were entered into the schedule. For the purposes of this clause
an Outage Plan which has been entered into the outage schedule and has
subsequently been revised in accordance with clause 3.18.9 is considered to
have been entered into the schedule on the date the most recent revision of
the Outage Plan was submitted under that clause;

System Management must have regard to the technical reasons for the
requested maintenance, the technical implications for the relevant equipment
if the maintenance is not carried out and a reasonable duration for
maintenance carried out for those reasons; and

Note that extremely urgent maintenance may also be considered under the criterion in
clause 3.18.11(e), if refusing the outage would cause a significant risk.

(d)

System Management must give priority to Outage Plans that would be more
difficult to reschedule, including considering the amount of capacity that would
be taken out of service and the duration of the outage.
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3.18.15. Where System Management informs a Market Participant or Network
Operator that an Outage Plan has not been scheduled or has been removed from
System Management’s outage schedule under clause 3.18.13(d)(ii), the Market
Participant or Network Operator may apply to the IMO to reassess the decision in
accordance with the following procedures:

(@) A Patrticipant or Network Operator can only apply for the IMO to reassess a
decision on the grounds that System Management has not followed the
Market Rules or its Power System Operation Procedure;

(b) The Market Participant or Network Operator must submit a written application
to the IMO, and forward a copy to System Management, stating the reasons
why it considers that System Management’s decision under clause
3.18.13(d)(ii) should be reassessed and providing any supporting evidence:

i. within ten Business Days of being informed of System Management’s
decision; and

ii. no later than five Business Days prior to the date when the outage
would have commenced.

(c) Until the IMO completes its reassessment, System Management's decision
continues to have effect and System Management and the Market Participant
or Network Operator must continue to plan their operations on this basis.

(d) System Management must submit records relating to System Management’s
outage schedule around the date of the relevant outage to the IMO within two
Business Days of being informed of the Market Participant’s or Network
Operator’s application under paragraph (b).

(e) The IMO must consult with System Management and the Market Participant
or Network Operator concerning the Outage Plan, and must make a complete
reassessment by the earlier of:

i. ten Business Days of receiving the application under paragraph (b); or

ii. two Business Days prior to the date when the outage would have
commenced.

Obviously the very short term reviews will not be as thorough as a review months in advance

(f) The IMO may give a direction to System Management that the Outage Plan
should be scheduled in System Management’s outage schedule where it finds
that:

i. System Management has not followed the Market Rules or its Power
System Operation Procedure; and

ii. if the Market Rules and the Power System Operation Procedure had
been followed, then the Outage Plan would have been scheduled; and
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(9) Where the IMO gives a direction to System Management that the Outage
Plan should be scheduled in System Management’'s outage schedule, System
Management must schedule it into the outage schedule in accordance with
the direction.

3.18.16. Where System Management informs a Market Participant or Network
Operator that an Outage Plan is unacceptable, and the IMO does not give System
Management a direction under clause 3.18.15(f), then System Management and the
Market Participant or Network Operator must use their best endeavours to agree an
alternative time for the relevant outage, and System Management must schedule the
alternative time in its outage schedule.

3.18.17. System Management must keep records of all of its outage evaluations and
decisions made in accordance with this clause 3.18, together with the reasons for
each outage evaluation and decision, and must submit these records to the IMO:

(@) in the event of a review referred to in clause 3.18.15; and

(b) not less than once every three months.

3.18.18. From time to time, and at least once in every five year period starting from
Energy Market Commencement, the IMO, with the assistance of System
Management, must conduct a review of the outage planning process against the
Wholesale Market Objectives. The review must include a technical study of the
effectiveness of the criteria in clause 3.18.11 and a broad consultation process with
Rule Participants.

3.18.19. At the conclusion of a review under clause 3.18.18, the IMO must publish a
report containing:

(a) the inputs and results of the technical study;

(b) the submissions made by Rule Participants in the consultation process and
any responses to issues raised in those submissions;

(c) any recommended changes to the outage planning process, formulated as
one or more Market Rule changes or Market Procedure changes.

3.18.20. If the IMO recommends any changes in the report in clause 3.18.19, the IMO
must either submit a Rule Change Proposal in accordance with clause 2.5.1 or
initiate a Procedure Change Process in accordance with clause 2.10, as the case
may be.

3.18.21. System Management must document the procedure it follows in conducting
outage planning in the Power System Operation Procedure and System
Management, the IMO, Market Participants and Network Operators must follow that
documented Market Procedure when planning outages.
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Under the Procedure development and change clauses in chapter 2 the IMO must approve
this Procedure.

3.19. Outage Approval

3.19.1. No later than two days prior to the date of commencement of any outage
(“Scheduled Outage”) in System Management’s outage schedule, the Market
Participant or Network Operator involved must request that System Management
approve the Scheduled Outage proceeding, specifying the Trading Day and Trading
Intervals during the Scheduled Outage will occur.

3.19.2. Market Participants and Network Operators may request that System Management
approve an outage of a Facility or item of equipment that is not a Scheduled Outage
(“Opportunistic Maintenance”) to be carried out during a Trading Day,

(@) at any time between 6:00 AM and 10:00 AM on the Scheduling Day for that
Trading Day, where the request relates to an outage to occur at any time and
for any duration during the following Trading Day; or

(b) at any time on the Trading Day not later than 1 hour prior to the
commencement of the Trading Interval during which the requested outage is
due to commence, where

i. the outage must be to allow minor maintenance to be performed,;

ii. the outage must not require any changes in scheduled energy or
ancillary services; and

iii. the outage must not exceed four hours duration and must end before
the end of the Trading Day;

where the request must include all of the information specified in clause 3.18.6, and
must specify the Trading Intervals during which the Opportunistic Maintenance will
occur.

3.19.3. Subject to clause 3.19.3A, System Management must assess the request for
approval of a Scheduled Outage or Opportunistic Maintenance, based on the
information available to System Management at the time of the assessment, and
applying the criteria set out in clause 3.19.6.

3.19.3A. In assessing whether to grant a request for Opportunistic Maintenance,
System Management:

(@) must not grant permission for Opportunistic Maintenance to begin prior to the
first Trading Interval for which Opportunistic Maintenance is requested;

This ensures that Opportunistic Maintenance cannot be requested retrospectively.

(b) must not approve Opportunistic Maintenance for a Facility or item of
equipment on two consecutive Trading Days;
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This prevents participants using Opportunistic Maintenance to disguise Forced Outages.

(c) may decline to approve Opportunistic Maintenance for a Facility or item of
equipment where it considers that the request has been made principally to
avoid exposure to Reserve Capacity refunds as described in clause 4.26
rather than to perform maintenance; and

Clause (c) gives System Management the power to refuse Opportunistic Maintenance where
it is being used to avoid the participant being declared as being in Forced Outage (or
otherwise not complying with Reserve Capacity obligations) and where no maintenance is
actually expected to be performed.

(d) may decline to approve Opportunistic Maintenance for a facility where it
considers that inadequate time is available before the proposed
commencement time of the outage to adequately assess the impact of that
outage.

3.19.4. System Management must either approve or reject the Scheduled Outage or
Opportunistic Maintenance and inform the Market Participant or Network Operator of
its decision as soon as practicable.

3.19.5. Where a change in power system conditions after System Management has
approved a Scheduled Outage or Opportunistic Maintenance means that the
Scheduled Outage or Opportunistic Maintenance is no longer approvable applying
the criteria in clause 3.19.6, System Management may decide to reject the
Scheduled Outage or Opportunistic Maintenance. Where System Management
makes such a decision, it must inform the relevant Market Participant or Network
Operator of its decision immediately.

3.19.6. System Management must use the following criteria when considering approval of
Scheduled Outages or Opportunistic Maintenance:

(@) the capacity of the generation and Demand Side Management Facilities
remaining in service must be greater than the load forecast for the relevant
time period;

(b) the Facilities remaining in service must be capable of meeting the Ancillary
Service Requirements;

(c) the Facilities remaining in service must allow System Management to operate
the power system within the Technical Envelope;

(d) where a group of outages when considered together, do not meet the criteria
set out in paragraphs (a) to (c), then System Management should give
priority:

i. to outages Scheduled in System Management’'s outage schedule
more than one month ahead; then
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ii. to previously Scheduled Outages that have been deferred in
accordance with clauses 3.19.4 or 3.19.5, but were originally
scheduled in System Management’s outage schedule more than one
month ahead; then

iii. to outages scheduled in System Management's outage schedule less
than one month ahead; then

iv. to previously Scheduled Outages that have been deferred in
accordance with clauses 3.19.4 or 3.19.5, but were originally
scheduled in System Management's outage schedule less than one
month ahead; then

V. to Opportunistic Maintenance; and

(e) notwithstanding the criteria set out in paragraphs (a) to (d), System
Management may allow a Scheduled Outage to proceed if it considers that
rejecting it would pose a greater threat to Power System Security or Power
System Reliability than accepting it.

3.19.7. Where System Management informs a Market Participant or Network Operator that
an outage is rejected, then System Management and the Market Participant or
Network Operator must use their best endeavours to find an alternative time for the
relevant outage.

3.19.8. Subject to clause 3.19.9, Market Participants and Network Operators must comply
with System Management’s decision to reject an outage, and the relevant Market
Participant or Network Operator must ensure that the outage is not taken.

3.19.9. Compliance with clause 3.19.8 is not required if such compliance would endanger the
safety of any person, damage equipment, or violate any applicable law. Where a
Rule Participant cannot comply with such a decision it must inform System
Management as soon as practicable.

Participants who still take their plant out of service would also fail to meet their Reserve
Capacity obligations, with the relevant payment implications.

3.19.10. Where a Market Participant or Network Operator has reason to believe that
System Management has not followed the Market Rules or the Power System
Operation Procedure in its decision to reject an outage it may report the decision to
the IMO as a potential breach of the Market Rules in accordance with clause 2.13.4.

Because of the timescales involved, such actions will not take place before the time when
the outage was to commence, and would involve an after the fact assessment.

3.19.11. An outage, including Opportunistic Maintenance, that is approved by System
Management under clause 3.19.4 is a Planned Outage.
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3.19.12.

(@) Where System Management informs a Market Participant or Network
Operator that an Outage Plan previously scheduled in System Management’s
outage schedule is rejected within 48 hours of the time when the outage
would have commenced in accordance with the Outage Plan, the Market
Participant or Network Operator may apply to the IMO for compensation.

(@A) Compensation will only be paid where details of the relevant Outage Plan
have been submitted to System Management at least one year in advance of
the time when the outage would have commenced.

(b) Compensation will only be paid for the additional maintenance costs directly
incurred by a Market Participant or Network Operator in the deferment or
cancellation of the relevant outage.

(c) Compensation will not be paid for Opportunistic Maintenance.

(d) The Market Participant or Network Operator must submit a written request for
compensation to the IMO within three months of System Management’s
decision, including invoices and other documents demonstrating the costs
referred to in paragraph (b).

(e) The IMO must determine the amount of compensation within one month of
the submission of the application for compensation, and must notify the
Market Participant or Network Operator of the amount determined and the
reasons for its determination.

)] The determined amount of compensation:

i. if less than or equal to $50,000, must be paid to the applicant in
accordance with Chapter 9 in respect of the Trading Month during
which the determination is made; and

ii. if greater than $50,000, must be paid to the applicant in accordance
with Chapter 9 in equal installments over between one and six Trading
Months as determined by the IMO, where:

1. if practicable, the IMO must endeavour not to recover more
than $50,000 in any Trading Month;

2. interest is to be paid to the applicant calculated by the IMO in
accordance with clause 9.1.3 if the amount is recovered over
two or more Trading Months; and

3. the Trading Month amounts are to be included in its Non-
STEM Settlement Statement pertaining to each of the
applicable Trading Months from the Trading Month during
which the determination is made.

$50,000 is proposed on the basis that it is of the order of 10% of the value of energy traded
each Trading Month. If the compensation to be paid is greater than this amount, the IMO
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has the option to pay it all in one month, or to spread it across up to six months. The cost of
the compensation is recovered via the Reconciliation settlement charges on Market
Customers.

3.19.13. System Management must keep records of all of its outage evaluations and

decisions made in accordance with this clause 3.19, together with the reasons for
each outage evaluation and decision, and must submit these records to the IMO:

(@) where requested by the IMO; and

(b) not less than once every three months.

3.19.14. System Management must document the procedure it follows in conducting

3.20.

3.20.1.

3.20.2.

3.20.3.

3.21.

3.21.1.

final approval of outages in the Power System Operation Procedure and System
Management, Market Participants and Network Operators must follow that
documented Market Procedure when conducting final approval of outages.

Outage Recall

Where the SWIS is in an Emergency Operating State, or High-Risk Operating State,
System Management may direct a Market Participant or Network Operator that a
Facility or item of equipment be returned to service from Planned Outages in
accordance with the relevant Outage Contingency Plan, or take other measures
contained in the relevant Outage Contingency Plan.

Subject to clause 3.20.3, Market Participants and Network Operators must comply
with directions from System Management under clause 3.20.1.

Rule Participants are not required to comply with directions issued by System
Management under clause 3.20.1 if such compliance would endanger the safety of
any person, damage equipment, or violate any applicable law. Where a Rule
Participant cannot comply with such a direction it must inform System Management
as soon as practicable.

Forced Outages
A Forced Outage is any outage of a Facility or item of equipment on the list described
in clause 3.18.2 that has not received System Management’s approval, including:

(@) outages or de-ratings for which no approval was received from System
Management, excluding Consequential Outages;

(b) any part of a Planned Outage that exceeds its approved duration; and

(c) where the Market Participant or Network Operator does not follow a direction
from System Management under clause 3.20.1 to return the equipment to
service within the time specified in the appropriate contingency plan.
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3.21.2. A Consequential Outage is an outage of a Facility or item of equipment on the list
described in clause 3.18.2 for which no approval was received by System
Management, but which System Management determines:

(@) was caused by a Forced Outage to another Rule Participant’s equipment; and
(b) would not have occurred if the other Rule Participant’s equipment did not

suffer a Forced Outage.

3.21.3. System Management must keep a record of all Forced Outages and Consequential
Outages of which it is aware.

System Management must provide this list to the IMO for settlement purposes in accordance
with clause 7.13. Note that System Management cannot record a Forced outage if no one
told it about the outage and the capacity was not required to run.

3.21.4. If a Facility or item of equipment that is on the list described in clause 3.18.2 or a
Facility or generation system to which clause 3.18.2A relates suffers a Forced
Outage or Consequential Outage, then the relevant Market Participant or Network
Operator must inform System Management of the outage as soon as practical.
Information provided to System Management must include:

(@) the time the outage commenced,;
(b) an estimate of the time the outage is expected to end;
(c) the cause of the outage;

(d) the Facility or item of equipment or Facilities or items of equipment affected;
and

(e) for each affected Facility or item of equipment, the expected available
capacity by Trading Interval.

Commissioning Tests
3.21A Commissioning Tests

3.21A.1. A Commissioning Test (“Commissioning Test”) is a test of the ability of a
generating system to operate at different levels of output reliably.

3.21A.2. A Market Participant seeking to conduct a Commissioning Test for a
Scheduled Generator or a candidate facility to be registered as a Scheduled
Generator must request permission for such trials from System Management in
accordance with clause 3.21A.4.

3.21A.3. System Management may only approve a Commissioning Test for new
generating systems that are expected to be registered as Scheduled Generators, or
for existing Scheduled Generators which have undergone significant maintenance.
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3.21A.4. A Market Participant requesting permission for Commissioning Tests must
submit to System Management the following information at least 20 Business Days in
advance of the start date of the proposed trial:

(@) the name and location of the facility to be tested;

(b) the date and commencement time of all Trading Intervals during which testing
will be conducted; and

(c) details of the tests to be conducted, including an indicative test program.

3.21A5. Commissioning Test plans submitted by a Market Participant must represent
the good faith intention of the Market Participant to conduct such Commissioning
Test.

3.21A.6. Where a Market Participant no longer plans to conduct a Commissioning Test

it must inform System Management as soon as practicable.

3.21A.7. System Management must accept a request for a Commissioning Test
unless:

(a) inadequate information is provided in the request; or

(b) the conduct of the test at the proposed time would pose a threat to Power
System Security or Power System Reliability.

3.21A.8. System Management must not show bias towards a Market Participant in
regard to scheduling of Commissioning Tests.

3.21A.9. System Management must notify a Market Participant as to whether System
Management has approved a Commissioning Test within 10 Business Days of
receiving the notification described in clause 3.21A.4.

3.21A.10. Where System Management notifies a Market Participant that:

(@) a Commissioning Test has not been approved it must provide an explanation
for its decision.

(b) a Commissioning Test has been approved then, subject to clause 3.21A.11,
the Market Participant may proceed with that Commissioning Test.

3.21A.11. If having approved a Commissioning Test, System Management becomes
aware that:

(@) the conduct of the test at the proposed time would pose a threat to Power
System Security or Power System Reliability, or in the case of a Facility
returning to service after extended maintenance the return to service has
been delayed, then it may delay the commencement of the Commissioning
Test; or
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(b) the Commissioning Test is no longer required then it may revoke its approval
of the Commissioning Test,

and must notify the Market Participant conducting the Commissioning Test of such
delay or cancellation.

3.21A.12. In conducting a Commissioning Test a Market Participant must conform to the
test plan approved by System Management.

3.21A.13. If a Market Participant conducting a Commissioning Test cannot conform to
the test plan approved by System Management then it must inform System
Management as soon as practicable.

3.21A.14. Where a Facility is subject to a Commissioning Test the Dispatch Schedule
for that Facility during the period of the Commissioning Test is to reflect the energy
produced by the facility.

Note that the previous clause is relevant primarily to IPP generation as the Electricity
Generation Corporation is effectively settled at MCAP on what it produces anyway.

3.21A.15. System Management must document the procedure it follows in scheduling
Commissioning Tests in the Power System Operation Procedure and System
Management and Market Participants must follow that documented Market
Procedure when planning and conducting Commissioning Tests.

Decommitment and Reserve Capacity Obligations
3.21B.Decommitment and Reserve Capacity Obligations

3.21B.1. Except where approval for a Planned Outage has been granted, or clause
7.9.6 app