Standing Council on
Energy and Resources

Mr John Pierce of Offcials
Chairman

Australian Energy Market Commission

PO Box A2449

SYDNEY SOUTH NSW 1235

Dear Mr Pierce

Governance arrangements and operationalization of the Reliability
Standard and Reliability Settings

I am writing to you regarding actions arising from the Ministerial Council on Energy’s
(MCE) response, published on 8 June 2012 by the Standing Council on Energy and
Resources (SCER), to the Australian Energy Market Commission’s (AEMC) Final
Report for the Review of the Effectiveness of NEM Security and Reliability
Arrangements in light of Extreme Weather Events.

In the response, the MCE recognised that full implementation of the agreed changes to
the governance arrangements for determining the Reliability Standard and Reliability
Settings, including the operationalization of the reliability parameters, requires specific
amendments to the National Electricity Rules. The purpose of this letter is therefore to
formally request, on behalf of the SCER that the AEMC initiate a Rule change process
to facilitate: '

1. the agreed changes to the governance arrangements around the process for
reviewing and determining the Reliability Standard and Reliability Settings. This
includes changes to how and where the reliability parameters are referenced in
the Rules; and

ii. anew provision to oblige the Australian Energy Market Operator to develop a
Reliability Standard Implementation Guideline, and consequential Rule
amendments to give full effect to this guideline, to allow for the effective
implementation of the reliability parameters in accordance with various
operational processes.

The attached documents provide additional information in support of this request.

Should you have any further enquiries, please contact Ms Kristen Palmer, Manager
SCER Secretariat, on (02) 6213 6107.

Sincerely
e A

Blair Comley

Chair

Standing Council on Energy and Resources Senior Committee of Officials
May 2013
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GPO Box 1564
Canberra ACT 2601
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1) Name and address of rule change request proponent

Mr Blair Comley

Chair
Standing Council on Energy and Resources, Senior Committee of Officials

Standing Council on Energy and Resources Secretariat
GPO Box 1564
Canberra ACT 2601

2) Description of the proposed rules

The rule change proposal (see Attachment A) seeks to amend the existing rules
setting out the governance arrangements for determining and setting the Reliability
Standard and Reliability Settings, including how the Reliability Standard is managed
and operationalized by the Australian Energy Market Operator (AEMO). The rule
change proposal is consistent with the Ministerial Council on Energy’s (MCE) policy
positions set out in its response to the Australian Energy Market Commission’s
(AEMC) Final Report for the Review of the Effectiveness of NEM Security and Reliability
Arrangements in light of Extreme Weather Events (the Review).!

Specifically the rule change proposal seeks to amend a number of provisions located
in:

e Chapter 3 of the Rules to implement the arrangements and processes for the
AEMC to review and determine the Reliability Standard and the Reliability
Settings;

¢ Chapters 3 and 4 of the Rules to oblige AEMO to develop, consult on and publish
the “Reliability Standard Implementation Guidelines” (RSIG). The RSIG will
guide how AEMO operationalizes the Reliability Standard determined by the
AEMC. This provision also requires the RSIG to nominate “Reliability Adequacy
Requirements” (RAR) which are parameters to be used in AEMO’s various
forecasting tools, allowing for a different form of parameter to be applied to
different forecasting timeframes;

o Chapter 8 of the Rules to clarify that the Reliability Panel is no longer responsible
for determining and publishing the Reliability Standard; and

e Chapter 10 of the Rules to introduce new definitions and amend existing
definitions in the Rules.

The objective of the rule change proposal is to reduce uncertainty and improve
transparency regarding the Reliability Standard and Reliability Setting process,
including the operationalization of these parameters. Maintaining consistency and
allowing for a single decision-maker will reduce complexity of the decision making
processes and provide important signals for long-term investment in capacity to

1See http:/ /www.scer.cov.au/workstreams/enerey-market-reform /extreme-weather-
events/
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market participants. The Standing Council on Energy and Resources (SCER)
considers that this is consistent with the Australian Energy Market Agreement
(AEMA), and the National Electricity Objective (NEO).

A draft of the proposed rule is attached to this proposal for consideration.

Background to the proposed rules

On 28 Aprit 2009, the MCE directed the AEMC to conduct the Review. The Terms of
Reference for the Review required the AEMC, in the context of extreme weather
events such as droughts, heatwaves, storms, floods and bushfires, to:

. examine the current arrangements in the National Electricity Market (NEM)
for maintaining the security and reliability of supply to consumers of electricity
and assess the capability of those arrangements to maintain adequate, secure and
reliable supply;

. provide advice on the effectiveness of, and options for, cost-effective
improvements to current security and reliability arrangements;

. ' if appropriate, identify any cost-effective changes to the market frameworks
that may be available to mitigate the frequency and severity of threats to the
security and reliability of the power system; and

. provide advice on any further cost-effective measures that could be taken in
the short-term that would impact on system reliability for the summer of 2009-10.

As set out in the Terms of Reference for the Review, the AEMC released its First
Interim Report on 29 May 2009. The First Interim Report set out recommendations
around measures that could be taken to enhance system rehablhty for the summer of
2009-10.

Following its consideration of the First Interim Report, the MCE expanded the Terms
of Reference for the Review and sought further advice on the Reliability Standard and
the market mechanisms to achieve that standard.

On 31 May 2010, the AEMC provided its Final Report of the Review to the MCE. The
Final Report concluded that there are a number of key areas where the existing
framework and mechanisms could be improved to enable consumer expectations for
quality of electricity supply to be maintained in a future in which the frequency
and/or severity of extreme weather events could be greater. These recommendations
were in several broad areas, including: technical performance and power system
security; whole of power system reliability; the Reliability Standard; the suitability of
the Market Price Cap (MPC) and other reliability setting mechanisms; governance
arrangements for determining the Reliability Standard and Reliability Settings; and
processes for determining the Reliability Standard and Reliability Settings.

3) Nature and scope of the issues the proposed rules will address

Summary of issues the proposed rules will address

WWW.SCergov.au Secretariat
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Currently under clause 8.8.3(a)(1) of the National Electricity Rules (the Rules), the
Reliability Panel is responsible for determining the Reliability Standard. The
Reliability Panel is also responsible, in accordance with paragraph 3.9.3A of the Rules,
for the review of the Reliability Standard and Reliability Settings (being the MPC, the
Cumulative Price Threshold (CPT), the Market Floor Price (MFP), and the
Administered Price Cap (APC)). Following completion of the review of the Reliability
Settings the Reliability Panel may submit a rule change request to the AEMC to
amend the Rules to change the Reliability Settings.

In its Final Report, the AEMC concluded that this governance arrangement, with
separate decision making bodies for the Reliability Standard and Reliability Settings,
may restrict the ability of the NEM to respond efficiently to a possible increase in the
frequency and/or severity of extreme weather events. The AEMC found that a lack of
high level guidance in the Rules for setting the Reliability Standard and Reliability
Settings can lead to inefficiencies and restrictions on what information can be taken
into account as part of the decision making process. Further, the AEMC also noted
the presence of existing market participants on the Reliability Panel may give rise to
perceived or actual conflicts of interest leading to outcomes which favour incumbent

partles

This rule change proposal seeks to address these issues by ensuring that the reliability
parameters are determined under a consistent process and by a single decision
making body. Maintaining consistency and allowing for a single decision-maker will
reduce complexity of the existing processes and ensure that there is appropriate
alignment between the Reliability Standard and the Reliability Settings. SCER
considers that this approach is consistent with the AEMA and NEO. '

In relation to the management and operationalization of the Reliability Standard, the
rule change proposal clarifies that AEMO is the appropriate body to make reliability
operational decisions, including to inifiate the Reliability and Emergency Reserve
Trader (RERT) arrangements and to review and amend processes to assess the
adequacy of generation reserves to meet the Reliability Standard, when necessary,
consistent with its current roles under the Rules. Although the concept of Minimum
Reserve Levels (MRLs) is currently used as the primary means of applying the
Reliability Standard in operational timeframes, the proposed change provides
flexibility for the evolution of this process in allowing the development of more
appropriate methods of assessing reliability in different forecast timeframes,
including through the introduction of a new and transparent governance regime in
the Rules to manage implementation of the Reliability Standard. -

Nature and scope of issues
Form of the Reliability Standard and Reliability Settings

Currently the Reliability Standard is published in a schedule on the Reliability Panel’s
website; the APC is published in a schedule on the AEMC's website; and the MPC,
MFP and CPT are published in the Rules. This rule change proposal therefore
introduces a new provision to require that the Reliability Standard and Reliability
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Settings be specified and given effect in a schedule referred to in the Rules (see clause
3.9.3A of the rule change proposal).

SCER considers that by specifying these parameters in a schedule, able to be amended
by the AEMC following a specified review process, the overall method for amending
these parameters will be streamlined, primarily as a result of the removal of the need
for a rule change proposal to trigger an amendment to the MPC, CPT and MFP.
Providing all of the parameters in one location will also improve accessibility for
market participants.

Reviewing and amending Reliability Standard and Reliability Settings

Currently, the Reliability Standard is determined by the Reliability Panel, whilst the
other Reliability Settings are determined by the AEMC, on the advice of the Reliability
Panel: SCER considers that the NEM reliability parameters should be determined
under a consistent process and by a single decision making body. This is particularly
important given that these parameters are of an economic and market nature and
there is a need to review and vary these as a package. Reviewing the reliability
parameters as a package would provide consistency and certainty for existing and
potential market participants as well as end-use customers.

Under the National Electricity Law (INEL), the AEMC is responsible for rule-making
and energy market development at a national level. In its energy market
development role, the AEMC can make decisions of an economic nature that affect the
national energy markets. The decisions concerning the reliability parameters are
decisions of an economic and market framework nature and for this reason relate to
issues of market design. Therefore, given the nature of the decisions to be made,
SCER considers the AEMC s the appropriate body within the existing energy market
governance framework to make the decisions concerning the Reliability Standard and
Reliability Settings. SCER considers the expertise of the Reliability Panel would better
serve the process of determining the reliability parameters in an advisory role, noting
that the Reliability Panel will continue to report against the Reliability Standard as
part of its Anmual Market Performance Review.

The proposed approach would ensure that there is a single decision-maker
responsible for decisions relating to the reliability parameters, which would
streamline and enhance the efficiency of the process relating to the determination of
the reliability parameters. The proposed approach would also ensure that decisions
to determine the reliability parameters are made in an integrated process. The rule
change proposal therefore seeks to amend Chapter 3 of the Rules to implement the
arrangements and processes for the AEMC to review and determine the Reliability
Standard and the Reliability Settings.

The proposed rule provisions (see 3.9.3B and 3.9.3C) provide the flexibility for the
AEMC to elect whether to conduct a reliability standard review and reliability settings
review concurrently, or a reliability settings review only, if the AEMC determines that
no change to the reliability standard is necessary. However, it is also feasible that if a
reliability standard review is undertaken and no change to the reliability standard is
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determined, then no immediate review of the reliability settings would need to occur.
Under the current Rules, these reviews are combined.

The intention of the proposed provisions is for the AEMC to undertake a transparent
consultation process, including the publication of a final report, in accordance with
the relevant provisions of the Rules Consultation Procedures (consistent with the
existing rule provisions)? which will detail the reasons for the determination.

SCER also proposes the introduction of a new provision to ensure that the processes
that the AEMC must follow in reviewing and setting the Reliability Standard and
Reliability Settings should be set out in a guideline. This guideline is to be developed
by the AEMC in accordance with the-Rules Consultation Procedures, and will set out
the principles and assumptions to be applied in setting the Reliability Standard and
Reliability Settings. SCER considers that this is necessary as the AEMC's
determination of reliability parameters will not be carried out in accordance with its
ordinary statutory rule-making powers but instead through an independent decision
to amend a schedule (referred to in the Rules). The requirements around this
guideline are specified in clause 3.9.3(D} of the rule change proposal.

To enact the proposed provision, a number of consequential changes are also required
in Chapter 8 and to the relevant definitions in the Glossary in Chapter 10 of the Rules,

Arrangements for reliability operational decisions

SCER considers that AEMO remains the appropriate body to make operational
decisions relating to the reliability of supply in the NEM, including to instigate the
RERT, and to develop, review and amend means of applying the Reliability Standard
to operational processes used in the NEM, when necessary. AEMO currently
determines and amends MRLs for each NEM region as a means of applying the
Reliability Standard to forecasting timeframes over a number of years. However,
SCER understands that AEMO currently uses tools and processes other than MRLs to
apply the Reliability Standard operationally, including more probabilistic techniques
that have been developed to better reflect the uncertainties that occur with increasing
forecast timeframes.

So as not to constrain AEMO in the development of more sophisticated techniques for
managing to the Reliability Standard, SCER proposes the introduction of a new Rule
provision that requires AEMO to produce a high level guideline for the
implementation of the Reliability Standard (see proposed clause 3.9.3E). The
proposed provision will oblige AEMO to develop, consult on and publish Reliability
Standard Implementation Guidelines (RSIG). These will guide how AEMO
operationalizes the Reliability Standard, improving transparency around the process,-
and keeping it relevant to the needs of the NEM and the various stakeholders that
depend onit. The proposed provision also requires the RSIG to nominate Reliability
Adequacy Requirements (RAR) which are parameters to be used in AEMO’s various

2S5ee 3.9.3A of the Rules
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forecasting proce:sses.3 The méthodology to be used by AEMO in determining the
RARs will therefore be a primary output of the RSIG.

Once the methodology to be used by AEMO for determining the RARs has been set in
the RSIG, AEMO will be required to apply the methodology to calculate the RARs
and to update them on a routine and transparent basis. By way of transition, current
arrangements for implementation of the Reliability Standard will be able to transfer
smoothly to the new framework, with current MRLs becoming RARs, and the
methodology for determining themn being set out in the RSIG.

In summary, the practical workings of the new arrangements for reliability
operational decisions will be as follows:

»  The RSIG, determined by AEMO, will be a document describing the techniques
AEMO will follow in operationalizing the reliability standard. It would be
refreshed on a periodic basis through a process (probably not more often than
every three years) where AEMO would propose and consult on improved
techniques with stakeholders.

e The RARs will be parameters that are developed in accordance with the RSIG.
What AEMO currently describes as “Minimum Reserve Levels” {MRLs) would be
an example of RARs, although other forms of parameter may emerge as other
techniques are developed. The RARs would be refreshed as the power system
itself changes even if the RSIG does not change, e.g. following the resampling of
generator forced outage rates. Such refreshing would be expected one to two
years apart. The RARs would be published on AEMO’s website.

* The RARs would be operationalised in tools that are routinely used by AEMO to
inform the market, such as the Short Term Projected Assessment of System
Adequacy (PASA). : .

To implement the proposed provision, a number of consequential changes are
required in Chapters 3 and 4 of the Rules to maintain consistency and avoid
duplication of provisions. :

Application of the proposed rules across the National Electricity Market
jurisdictions

The matters addressed in the rule change proposal are already undertaken at a
national institutional level. There will be no corresponding changes to jurisdictional
arrangements.

3 Different forecasting processes are currently used for different NEM timeframes: pre-
dispatch operates 1-2 days ahead, Short Term PASA operates to 7 days ahead; Medium Term
PASA and EAAP operate to a two-year forecasting timeframe, and the ESOO applies to a 10
year forecasting timeframe, and the NTNDP stretches to 20 years. Each of these processes
takes into account the Reliability Standard, but different technical approaches are likely to be
more appropriate in each of them, with more probabilistic methods being better suited than
deterministic approaches for longer term forecasting periods. The development of new
techniques is expected to be a continual activity that can improve these processes through
time,
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How the proposed rules would address the issues identified

As discussed above, currently the Reliability Standard is determined by the Reliability
Panel, whilst the other Reliability Settings are determined by the AEMC, on the advice

- of the Reliability Panel. These NEM reliability parameters should be determined
under a consistent process and by a single decision making body. This is particularly
important given that these parameters are of an economic and market nature and
there is a need to review and vary them as a package.

The objective of the rule change proposal therefore is to reduce uncertainty and
improve transparency regarding the Reliability Standard and Reliability Settings
process, including the operationalization of these parameters. Maintaining
consistency and allowing for a single decision-maker would reduce complexity of the
existing decision making processes and provide important signals for long-term
investment in capacity by market participants.

Similarly, to provide a complete package in relation to the Reliability Standard
process (from settings to operationalization), it is equally important to set down a
clear allocation of responsibility for interpreting and applying the reliability standard
in the context of the numerous market processes used in the NEM. The Rules
currently have some obligations set down for AEMO to determine short-term and
medium-term reserve requirements, such as in the sections relating to PASA
processes?, however, there is no process set out in the Rules for AEMO o determine
these requirements. To date, AEMO has interpreted them by determining MRLs, and
exercised various types of consultation with the Reliability Panel and industry in
doing so.

Subsequently the development of additional approaches to reliability assessment such
as the energy adequacy assessment projection (EAAP) methodology have presented
the opportunity to use more comprehensive methods for the assessment of reliability
against the Reliability Standard under the varying NEM forecasting timeframe
requirements under the Rules. This has led to two different methodologies being
used by AEMO under the Rules in relation to 24 month forecast requirements (albeit
for slightly different purposes} while the Rules are silent on application of the
Reliability Standard to other forecasting processes relevant to the NEM, such as the
Electricity Statement of Opportunities.

The introduction of an obligation for AEMO to develop and publish the RSIG will
therefore serve the following purposes:

e itclearly allocates i'esloonsibi]ity to AEMO for determining a means of applying
the Reliability Standard in every NEM forecasting timeframe it is required to
address under the Rules;

* it provides sufficient flexibility for the Reliability Standard to be applied
operationally through time and across the different NEM forecasting timeframes
so that it best suits the form of standard set by the AEMC, and the situation to

4 See clauses 3.7.2 (c)(2) and 3.7.3(d}(2)
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which it is being applied. This avoids being locked into a single approach when
more suitable approaches become available;

* itsets out a transparent structure and process that AEMO must follow in
establishing and changing the RSIG and the associated RARs. This contrasts with
current arrangements where AEMO carries out the process of implementing the
NEM Reliability Standard, including the determination of MRLs, but there is no
regime set out in the Rules to clearly define that responsibility or to govern the
way in which AEMO carries it out;

¢ the operational governance regime is appropriately matched with the governance
regime applying to the AEMC for setting the standard and the associated settings,
as it allows AEMO to make changes to NEM processes to adapt to any changes
made by the AEMC to the Reliability Standard or Reliability Settings without the
need for a Rule change; and

¢ it provides for a smooth transition from current practice whereby the MRLs
currently determined by AEMO can become RARs within the new framework,
and the methodology for determining them can be set out in the RSIG.

4) How the proposed rules will or are likely to contribute to the
achievement of the National Electricity Objective

The NEQO is set out in section 7 of the NEL. The NEO states:

“The objective of this Law is to promote efficient investment in, and efficient
operation and use of, electricity services for the long term interests of consumers
of electricity with respect to:

a) price, quality, safety, reliability and security of supply of electricity; and
b) the reliability, safety and security of the national electricity system.”s

The rule change proposed would contribute to the achievement of the NEO as
maintaining consistency and allowing for a single decision-maker will reduce
complexity of the decision making processes and provide important signals for iong-
term investment in capacity to market participants.

The NEL (set out in the National Electricity (South Australia) Act 1996) provides for the
regulation of the wholesale electricity market and the economic regulation of '
electricity network services. The national electricity legislative framework reflects the
2004 Council of Australian Governments AEMA (as amended).¢ This energy market
governance framework was designed to:

. improve the quality, timeliness of decision-making for, and to strengthen
and streamline governance of the NEM;

5 Section 7 of the National Electricity Law.
¢ See http:/ /www.scer.gov.au/files/2012/05/ Final-AEMA-as-amended-Oct-2011.pdf
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. provide an enhanced framework of accountabihfy to governments and
market participants through the separation of functions to avoid perceptions of
conflicting interests;

. provide for clear consultation, reporting obligations, transparency and

avenues of appeal; and -

. guide future energy policy decision-making by jurisdictions and to provide
increased policy certainty for energy users and for the energy sector.

The AEMC found in the Review that current processes for determining the Reliability
Standard and Reliability Settings do not promote consistency across the electricity
supply chain, consistent with obligations under the AEMA. This has direct
implications for the achievement of the NEO and the current process may frustrate
the timeliness of decision making processes which are relevant to the reliability and
security of the market. '

SCER considers that the proposed new process for determination and implementation
of the Reliability Standard and Reliability Settings strike an improved balance
between transparency through clear responsibilities and governance under the Rules,
and flexibility for arrangements to be changed using a well-defined process.

5) Expected costs, benefits, and impacts of the proposed rules

Broadly, the rule change proposal is expected to provide net benefits as a result of
clarifying the processes under the Rules. Notable anticipated benefits include:

. impi:oved transparency around the Reliability Standard and Reliability Setting
review and determination processes, including how the Reliability Standard is
operationaily applied;

« improved accountability around the Reliability Standard and Reliability Setting
review and determination processes;

¢ improved consistency and timeliness around the Reliability Standard and
Reliability Setting review and determination processes; and

» enhanced investor certainty.

As the impacts associated with changes to the governance arrangements are not
readily measurable it is not possible to provide detailed quantitative cost/benefit
analysis. However, the discussion below outlines a number of broad costs and
benefits that can be expressed at a qualitative level.

Electricity generators in the NEM

The rule change proposal is unlikely to impose additional costs on the generator
sector. SCER notes that any reporting obligations will remain consistent with current
practices under the Rules. At a qualitative level SCER notes that the rule change
proposal should reduce uncertainty and improve transparency regarding the
Reliability Standard and Reliability Setting process. This will be achieved through
the standardisation of processes that the AEMC must follow in reviewing and setting
Secretariat
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the reliability parameters with reference to a guideline prescribed in the Rules (see
proposed clauses 3.9.3D) which will be developed by the AEMC in accordance with
the Rules consultation procedures.? This obligation to consult would provide an
opportunity for generators (and other key stakeholders, such as consumers and
jurisdictions) to contribute to the development of the guideline and the principles the
AEMC will adhere to.

Further, the development of the RSIG provides an opportunity for market participants
to engage with AEMO in determining how it operationalizes the reliability standard.
This should assist market understanding of the processes, and lead to gains through
better sharing of ideas and understandings of limitations.

Distribution Network Service Providers (DNSPs) and Transmission Network
Service Providers (TNSPs) -

- The rule change proposal does not introduce any additional costs on DNSPs or
TNSPs. The implications of this rule change proposal are more relevant to the
generation sector, while transmission and distribution sectors will interact with the
resulting processes as they currently do.

Jurisdictional governments and regulators

The rule change proposal does not introduce any additional costs on jurisdictional
governments or jurisdictional regulators as the governance arrangement and
processes addressed in this proposal are already undertaken at a national institutional
level. However, consistent with the above, the rule change proposal should reduce
uncertainty and improve transparency regarding the Reliability Standard and
Reliability Setting process. Key stakeholders will have the opportunity to engage
with the AEMC in the development of the guideline for determining the Reliability
Standard and Reliability Settings.

The AEMC and the Reliabiiity Panel

Currently the AEMC provides secretariat support to the Reliability Panel when it
conducts the reliability standard and settings review. Changing the review -
responsibility from the Reliability Panel to the AEMC is therefore unlikely to have any
impact on overall costs incurred by the AEMC. Consequently, costs incurred by the
Reliability Panel will be lower under the new arrangements.

AEMO

AEMO already applies the NEM Reliability Standard to various NEM forecasting
timeframes. MRLs are determined and used for some processes such as the short-

- term and medium-term PASA. MRLs have also been used to date in the ESOO.
Probabilistic approaches are used in the EAAP and in longer-term planning.
Establishment of the RSIG by AEMO will require specific consultation with
stakeholders, and while this might involve more effort in the short term due to the
need to develop a new document and to engage with stakeholders, it is expected to be

7 58.9 of the NER
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comparable to the process currently carried out to update the existing MRLs. The
initial version of the RSIG will most likely transition current practice into the new

regime.

The RSIG provides a number of benefits that have been articulated in the discussion
in Section 4 above. These include:

¢  bringing the process of operationalizing the Reliability Standard into the
governance of the Rules, and clearly assigning AEMO with responsibility for
doing this, instead of the Rules being silent in relation to responsibility and
governance;

e making the process of operationalizing the Reliability Standard more transparent
to the market and to jurisdictions; ‘

s engaging the market through consultation on the operationalization, leading to
both better understanding and the potential to explore improvements;

»  allowing more flexibility for fit-for-purpose approaches to be used in the various
forecasting timeframes, each of which might warrant a different approach due to
different levels of uncertainty (ultimately this should result in a more accurate

and accessible output);

o through the use of more accurate reliability measures as they are developed,
reducing the risk of false-positive forecasts of reliability issues that trigger
unnecessary and costly intervention by AEMO to restore reliability, and reducing
the risk of false-negative indications which result in unforeseen violations of the
Reliability Standard; and

* by creating a set of processes and parameters that can evolve over time, enabling
AEMO to improve its approach to assessing reliability as better tools are
developed. This strikes an appropriate balance between transparency and

flexibility.
The AER

This rule change proposal does ndt have any direct implications for the AER.

End use consumers

The processes associated with this rule change proposal will not impose additional
costs on end use consumers. However, the outcomes associated with these processes
are likely to have a positive impact in terms of institutional accountability around the
decision making process, as well the timeliness of decisions that affect the market, and

ultimately consumers.

6) Summary of Consultation

As directed by the MCE, the AEMC undertook extensive stakeholder consultation on
the findings and draft recommmendations provided in the Second Interim Report for
the Review. Stakeholder comments were taken into account in the AEMC forming its
final policy advice to the MCE for the Final Report.
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This rule change proposal has been developed in consultation with members of the

SCER, the AEMC, and AEMO.

7) Timing

The rule change proposal should ideally be implemented by end of 2013.

Www.scergov.au

Secretariat
GPO Box 1564
Canberra ACT 2601

Tetephone: (02) 6213 7789
Facsimile: (02) 6213 6689
scer@ret.gov.au



Standing Council on Energy and Resources Senior Committee of Officals

Governance arrangements and operationalization of the Reliability Standard and
Reliability Settings — Rule Change Proposal

3 May 2013

Amendment of National Electricity Rules

The National Electricity Rules are amended as set out in Schedule 1.

Schedule 1 Amendments of the National Electricity
Rules — Chapters 3, 5, 8 and 10

[1] Clause 3.7 Projected Assessment of System
Adequacy . : |

Omit clause 3.7 in its entirety, including the heading, and substitute:

3.7 Projected Assessment of System Adequacy

3.7.1 Administration of PASA

(a) AEMO must administer medium term and short term projected
assessment of system adequacy processes to be known as PASA.

(b) The PASA is a comprehensive program of information collection,
analysis, and disclosure of medium term and short term power system
security and reliability of supply prospects so that Registered
Participants are properly informed to enable them to make decisions
about supply, demand and outages of transmission networks in respect
of periods up to 2 years in advance.

(¢) On aweekly basis AEMO must:

(1) collect and analyse information from all Scheduled Generators,
Market Customers, Transmission Network Service Providers and
Market Network Service Providers about their intentions for:

(i)  generation, transmission and market network service
maintenance scheduling;

(i) intended plant availabilities;
(iii) energy constraints;

(iv) other plant conditions which could materially impact upon
power system security and reliability of supply; and

(v) significant changes to load forecasts previously notified to
' AEMO,

for the following 24 months;

(2) prepare the unconstrained intermittent generation forecasts for
the following 24 months; and



(d)

. to allow
the market to operate effectively with a mmlmal amount of
intervention by AEMO.

(3) following analysis and assessment of the information referred to
subparagraphs (1) -and (2), publish information that will inform

the market regarding forecasts of supply and demand.:

onplantand

AEMO must use its reasonable endeavours to ensure that it provides to

Re—gﬂtﬂed—}aﬁ&apafm—sufflcmnt 1nformat10n fe—a-l—}ew—Regwfeq-ed

3.7.2 Medium term PASA

(a) The medium term PASA covers the 24 month period commencing from

(b)

the Sunday after the day of publication with a daily resolution., Every
week, AEMO must review and publish the outputs of the medium term
PASA in accordance with the timetable.

AEMQO may publish additional updated versions of the medium term
PASA in the event of changes which, in the judgment of AEMO, are

materlally 51gn1f1c:ant a&é—sheu—ld—be—eemmamea%ed—te—l%eg%ed

The following medium term PASA inputs are to be prepared by AEMO:
(1) forecast load information for each region which is:

(i) the 10% probability of exceedence daily peak load, most
probable daily peak load and time of the peak on the basis
of past trends, day type and special events including all
forecast scheduled load and other load except for pumped
storage loads;

(i) subsequently to be adjusted by an amount anticipated in
the forecast as scheduled load by load bidders; and



(iii) an indicative half hourly load profile for each day type for
each region for each month of the year;

(32) forecast network constraints known to AEMO at the time;

(43) an unconstrained intermittent generation forecast for each semi-
scheduled generating unit for each day.

.‘_AAny ‘capacity reserve standard and the way it is presented in forecasting, will, oW be
jdeterrmned by AEMO through the Relzabzhty Standard Implementatzon Gmdelmes
~This. reference to reserve requuements is deleted so as"to.not constrain the process. of

_;1mp1ement1ng' the Rellabllzty' 'Standard thlough the Relmbzlzty Standard_Implemenrarton.

(d) The following medium term PASA inputs must be submitted by each

(e)

()

relevant Scheduled Generator or Market Participant in accordance
with the fimetable:

(1) PASA availability of each scheduled generating unit, scheduled
load or scheduled network service for each day taking into
account the ambient weather conditions forecast at the time of
the 10% probability of exceedence peak load (in the manner
described in the procedure prepared under paragraph (g)); and

(2) . weekly energy constraints applying to each scheduled
generating unit or scheduled load.

Note

This clause is classified as a civil penalty provision under the National Electricity
(South Australia) Regulations. (See clause 6(1) and Schedule 1 of the National
Electricity (South Australia) Regulations.)

Network Service Providers must provide to AEMO an outline of
planned network outages in accordance with the timetable and provide
to AEMO any other information on planned network outages that is
reasonably requested by AEMO to assist AEMQ to meet 1ts obligations
under paragraph (£)(6).

Note

This clause is classified as a civil penalty provision under the National Electricity
(South Australia) Regulations. (See clause 6(1) and Schedule 1 of the National
Electricity (South Australia) Regulations,) '

AEMO must prepare and publish the following information in respect
of each day (unless otherwise specified in subparagraphs (1) to (6))
covered by the medium term PASA in accordance with clause
3.13.4(a):

(1) forecasts of the 10% probability of exceedence peak load, and
most probable peak load, excluding the relevant aggregated MW

3




allowance referred to in subparagraph (2), and adjusted to make
allowance for scheduled load,

2)

€)

(4)
()
(GA)

(5B)

©

the aggregated MW allowance (if any) to be made by AEMO for
generation from non-scheduled generating systems in each of the
forecasts of the 10% probability of exceedence peak load and
most probable peak load referred to in subparagraph (1);

in respect of each of the forecasts of the 10% probability of
exceedence peak load and most probable peak load referred to in
subparagraph (1), a value that is the sum of that forecast and the
relevant aggregated MW allowance referred to in subparagraph

(2);
forecasts of the most probable weekly energy for each region;
aggregate generating unit PASA availability for each region;

aggregate capacity for each region, after allowing for the impact
of network constraints, that can be generated continuously,
calculated by adding the following categories:

(1) the capacity of scheduled generating units in the region
that are able to operate at the PASA availability; and

(i) the forecast generation of semi-scheduled generating units
in the region as provided by the unconstrained intermittent
generation forecasts;

aggregate capacity for each region, after allowing for the impact
of network constraints, that cannot be generated continuously at
the PASA availability of the scheduled generating units in the
region due to specified weekly energy constraints; and

identification and quantification of:
(1) any projected violations of power system security,

(ii) any prbiected violations of the reliability adequacy

requirements;




“These changes allow the Reliability Standard Implementation Guidelines and Reliability
Adequacy Requzremenrs to speafy how rellabllzty is assessed but perlods of shortfall
- will still - bepubllshed - R TR A PRy ' S e

(iviii)forecast interconnector transfer capabilities and the
discrepancy between forecast inferconnector (ransfer
capabilities and the forecast capacity of the relevant |
interconnector in the absence of outages on the relevant
interconnector only; and

(iv) when and where network constraints may become binding
on the dispatch of generation or load.

(g) AEMO must desument publish the procedure it uses for preparation of
the medmm term PASA a&d—make—r%—waﬂ-ablHe—aH—Re-giﬁe&fd

3.7.3 Short term PASA

(a) The short term PASA must be published at least daily by AEMO in
~ accordance with the timetable.

(b) The short term PASA covers the period of six trading days starting
from the end of the trading day covered by the most recently published
pre-dispatch schedule with a trading interval resolution.

() AEMO may publish additional updated versions of the short term
PASA in the event of changes which, in the judgement of AEMO, are

matenaily 51gn1f1cant and—showld—be—eormanicated—to—Registered

: The PASA{

(d) The following short term PASA inputs are to be prepa.red by AEMO:
(1) forecast load information for each region which is to include:

(1) the 10% probability of exceedence half-hourly load and
most probable half hourly load on the basis of past trends,
day type, and special events; and

(i1) all scheduled load and other load except for pumped
storage loads,




which must subsequently be adjusted in accordance with
dispatch bids for scheduled load,

requirements” (or other “reliability- Criteria) ‘are to 'be 'de
Adeguacy Requirements will propagate those values.into forecasting tools ‘Reliability

termined, “and the Reliability

(e)

®

(&

(32) forecast network constraints known to AEMO at the time; and

(43) an unconstrained intermittent generation forecast for each semi-
scheduled generating unit for each trading interval.

The following short term PASA inputs must be submitted by each
relevant Scheduled Generator and Market Participant in accordance
with the fimetable and must represent the Scheduled Generator’s or
Market Participant’s current intentions and best estimates:

(1) available capacity of each scheduled generating unit, scheduled
load or scheduled network service for each trading interval
under expected market conditions;

(2) PASA availability of each scheduled generating unit, scheduled
load or scheduled network service for each trading interval; and

(3) [Deleted]

(4) projected daily emergy availability for energy constrained
scheduled generating units and energy constrained scheduled
loads.

Note

This clause is classified as a civil penalty provision under the National Eleciricity
(South Australia) Regulations. (See clause 6(1) and Schedule ! of the National
Electricity (South Australia) Regulations.)

If AEMO considers it reasonably necessary for adequate power system
operation and the maintenance of power system security and reliability
of supply, Registered Participants who may otherwise be exempted
from providing inputs for the PASA process must do so to the extent
specified by AEMO.

Network Service Providers must provide to AEMO an outline of
planned network outages in accordance with the timetable and provide
to AEMQ any other information on planned network outages that is



(b

reasonably requested by AEMO to assist AEMO to meét its obligations
under clause 3.7.3(h)(5).

Note

This clause is classified as a civil penalty provision under the National Electricity
(South Australia) Regulations. (See clause 6(1) and Schedule 1 of the National
Electricity (South Australia) Regulations.)

AEMO must prepare and publish the following information for each
trading interval (unless otherwise specified in subparagraphs (1) to
(5)) in the period covered by the short term PASA in accordance with
clause 3.13.4(c):

(1) forecasts of the most probable load (excluding the relevant
aggregated MW allowance referred (o in subparagraph (4B)) plus
reserve requirement (as determined under clause 3.7.3(d)(2)),
adjusted to make allowance for scheduled load, for each region;

(2) forecasts of load (excluding the relevant aggregated MW
allowance referred to in subparagraph (4B)) for each region with
10% and 90% probability of exceedence;

(3) forecasts of the most probable energy (excluding the relevant
aggregated MW allowance referred to in subparagraph (4B)) for
each region and trading day;

(4) aggregate generating unit availability (excluding the relevant
aggregated MW allowance referred to in subparagraph (4B)) for
each region;

(4AA) aggregate capacity (excluding the relevant aggregated MW
allowance referred to in subparagraph (4B)) for each region,
after allowing for the impact of network constraints, that can be
generated continuously, calculated by adding the following
categories:

(1) the available capacity of scheduled generating units that
are able to operate at the availability as notified to AEMO
under paragraph (e)(1); and

(ii) the forecast generation of semi-scheduled generating units
as provided by the unconstrained intermittent generation

forecasts; .

(4AB) aggregate capacity (excluding the relevant aggregated MW
allowance referred to in subparagraph (4B)) for each region,
after allowing for the impact of network constraints, that cannot
be generated continuously at the available capacity referred to in
subparagraph (4AA)(i) due to specified daily energy constraints;
and

(4A) aggregate generating unit PASA availability (excluding the
relevant aggregated MW allowance referred to in subparagraph
(4B)) for each region; '



(4B) the aggregated MW allowance (if any) to be made by AEMO for
E8ICE y
generation from non-scheduled generating systems in each
forecast:

(i) of the most probable load referred to in clause 3.7.3(h)(1);
and -

(ii) referred to in clauses 3.7.3(h)(2), (3), (4), (4A), (4AA) and
(4AB);

(4C) in respect of each forecast:
(1)  of the most probable load referred to in clause 3.7.3(h)(1);

(i) referred to in clauses 3.7.3(h)(2), (3), (4) (4A) (4AA) and
(4AB),

a value that is the sum of that forecast and the relevant
aggregated MW allowance (if any) referred to in clause
3.7.3(4B); and

(5) identification and quantification of:
(1) any projected violations of power system security,

(ii) any projected violations. of the reliability adequacy
requirements;

(#viti)forecast inferconnector transfer capabilities and the
discrepancy between forecast interconnector transfer
capabilities and the forecast capacity of the relevant
interconnector in the absence of outages on the relevant
interconnector only; and

(iv) when and where network constraints may become binding
on the dispatch of generation or load.

(i) = In the event that in performing the short term PASA AEMO identifies
any projected dow—reserve-orlack-ofreserve-conditions violations of
the reliability adequacy reguirements in respect of a participating
jurisdiction, then AEMO must use its rcasonable endeavours to
advise the Jurisdictional System Security Coordinator for that
participating jurisdiction of any potential requirements during such
conditions to shed sensitive loads.

8



' w111 still be acted ﬁpon

(G) AEMO must éee&men% publish the procedure it uses for preparation of

the short term PASA and—make—it—available—to—all Registered
Participantson-a-cost-recovery-basis.

‘Deleted on the same basis ‘as earlier deletions of “Regzstered Partzczpants Thé_’PASA.
process now has a broader audience: - : B

[2] Clause 3.9.3A  Reliability standard and reliability
settings review
Omit clause 3.9.3A in its entirety, including the heading, and substitute:

3.9.3A Reliability standard and reliability settings schedule

(a) The reliability standard and- reliability settings schedule is a
schedule which sets out the reliability standard, reliability settings
and annual index for the reliability settings.

(b) The AEMC must publish the first reliability standard and relzabzlzgg
T i T [ e

settings schedule by [Iheelt coMIMENCeNIent daterot: amendmﬁ"?"rule]
and there must be a reliability standard and reliability settings
schedule at all times after that date.

(¢} The first reliabilitv standard and reliability settings schedule must
include the reliability standard, reliability settings and annual index
for _the reliability settmgs that apphed immediately before [[insert

Eomimencernen w”c‘fﬁ’%a’gf Aniendme rule].

(d) After the first reliability standard and reliability seitings schedule is
published under paragraph (b) the AEMC may determine a new
reliability standard by amending the reliability standard and settings
schedule in accordance with the review process set out in clause
3.9.3B.

(e)  After the first reliability standard and reliability settings schedule is

ublished under paragraph (b), the AEM(C mav determine new

reliability settings or a new annual index for the_reliability settings

by amending the reliability standard and settings schedule in
accordance with the review process outlined in clause 3.9.3C.

[3] Clause 3.9.3B  Reliability standard and reliability

settings review report
9



Omit clause 3.9.3B in its entirety, including the heading, and substitute:

3.9.3B Reliability standard review

() By 30 April of each fourth year,
commencing [ INSErt;
tandard review must be after the

1 ]
date.Skthcamendingstule], the AEMC must:

(1) conduct a reliability standard review, which is.a review of the
reliability standard, in consultation with the Reliability Panel,
Registered Participants and such other persons as the AEMC
considers appropriate, in accordance with the Rules consultation
procedures, reliability standard guidelines, and paragraphs (b)

and (c).

(2) if, during a  reliability standard _review, the AEMC

determines to make a new reliability standard, the AEMC must
publish a notice of the determination on its website.

(3) A notice referred to in paragraph (a)(2) must include:

(1)  the date of publication of the determination; and

(i1)  the date on which the determination will take effect.

(b)  Tnconducting the reliability standard review the AEMC:

(1) must have regard to the potential impact of any proposed change
on:

(1)  spot prices;

(i) investment in the Naﬁ'onal Electricity Market,

(iii) the reliability of the power system;

(iv) Market Participants or potential Market Participants; and
(iv) end-use customers.

(2) must have regard to any value of customer reliability determined
by AEMO which the AEMC considers to be relevant; and

(3) may take into account any other matters the AEMC considers
relevant.

(c) _If, during a reliability standard review, the ABMC determines to

amend the reliability standard, the AEMC must:

(1) detail of all relevant market conditions and circumstances on
which the determination is based; and

10



(2) provide an assessment of whether the new reliability standard
address the matters set out in clause 3.9.3B(b).

q

‘The intention is for the AEMC to elect whether to conduct a réliability standard
review and relzabzlzty settings rewew concurrently, ora rehabtlzty Settings review .
only, if the AEMC determines that no change to-the reliability standard is necessary.
However, it is also feasible that if a reliability standard review is undertaken and no
_change to the reliability standard is determmed then no 1mmed1ate review of the
relzabzllty settings Would nced to dceut. ' s s

The iftention is for the AEMC to prov1c1e notlce to the market in pubhshmg the date
that the amended relzab;lay standard w111 take effect on 1ts websﬂ:e o

The 1ntent10n is for the AEMC to have regard to a range of potentlal 1mpacts f
mcludlng for the market Market Pamczpants future Market Pamczpants and end—use
customers.. - :

‘The inten'tien is for the AEMC to undertakeé a transparent consultation process,
mcludmg the: pubhcauon of a final repoit, in accordance with:the relevant provisions
of the rules consultation procedures (consistent. with the existing rule prov1510ns)
 which will detail the relevant conditions on which the deteérmiination is based;.

[4] Clause 3.9.3C  Reliability settings'review
Insert new clause 3.9.3C:

3.9.3C Reliability setlings review

SR

TSt bes ther same  as: the - vear.
completed], the AEMC must

(1) conduct a reliability settings review, which is a review of the
reliability seitings and annual index for the reliability settings
in  consultation with the Reliability Panel, Registered
Participants and such other persons as the AEMC considers
appropriate, in accordance with the Rules consultation
procedures, reliability setting guidelines, paragraphs (b) to (2);
and.

if, during a reliability settings review, the AEMC determines
to make any new reliability settings or annual index for the
reliability settings, the AEMC must publish a notice of the
determination on its website.

(3) anotice referred to in paragraph (a)(2) must include:

(i) the date of publication of the determination; and

(ii) the date on which the determination will take effect.

11



(b) In conducting a reliability settings review the AEMC must review the

(©)

(d)

©

(f)

following:

(1) the market price' cap, including the ‘manner of indexing the
market price cap;

(2) the cumulative price threshold, including the manner of indexing
the cumulative price threshold, :

(3) the market floor price; and

(4) the administered price cap.

In conducting the reliability settings review the AEMC:

(1) must have regard to the potential impact of any proposed change
on:

1 spoz.‘ prices;

(i) investment in the National Electricity Market;

(iii) the reliability of the power system;‘

(iv) Market Participants or potential Market Participants; and
(iv) end use customers. |

(2) must have regard to any value of customer reliability determined
which the AEMC considers to be relevant; and

(3) may take into account any other matters the AEMC considers
relevant,

The AEMC may only determine a market price cap or cumulative przce
threshold which the AEMC considers will:

(1) allow the reliability standard to be satisfied without use of
AEMO'’s powers to intervene under clanses 3.20.7(a) and
4.8.9(a); and

(2) in conjunction with other provisions of the Rules, not create risks
which threaten the overall integrity of the market.

If the AEMC is of the view that a decrease in either the marker price
cap or the cumulative price threshold may mean the reliability
standard is not maintained, the AEMC may only determine such a
decrease where it has considered any alternative arrangements
necessary to maintain the reliability standard. '

The AEMC may only determine a market floor price which the AEMC
considers will:

(1) allow the market to clear in most circumstances; and

12



(2) not create substantial risks which threaten the overall stability
and integrity of the market.

(g) If, as part of the reliability seitings review, the AEMC determines to
amend the reliability settings, the AEMC must:

(1) detail of all relevant market condifions and circumstances on
which the determination is based; and

(2) provide an assessment of how the new reliability settings address
the matters set out in clause 3.9.3C(c).

"'The mtentlon is for the AEMC to elect whether to, conduct & relzabzlzty standard' -
review and relzabzllty sett_ Feview concurrently, oL a relzabzlz tmgs fevzew
3 only, 1f the AEMC detemunes that no change to the rel;abzlzty standard is necessary

'chanoe to the relzab:lzty si‘andard is determmed then no 1mmed1ate i‘ev1ew of the
relzabzllty settings would need to occur : : -

' 'detalls the 1elevant COIldlthIlS on whlch the detelml‘_ is k

[5] Clause 3.9.3D Reliability standard and reliability
settings guidelines

Insert new clause 3.9.3D:

3.9.3D Reliability standard and_ reliability settings gquidelines

(a) The AEMC must develop and amend as_ necessary reliability
standard and reliability settings gsuidelines, which are suidelines
setting out the principles and assumptions to be used fo determine
the reliability standard and reliability settings, in accordance with
the Rules consultation procedures.

() The AEMC must publish the first reliability standard and
elmbzlzty Settm gs guzdelmes by .

; : . and thele must be
relzabllztv standard and rel zabzlzrv settm g5 guidelines at all times
after that date.

13



[7] Clause 3.9.3E Implementation of the Reliability
Standard

Insert new clause 3.9.3E;

3.9.3E __Implementation of the Reliability Standard

(a) AEMO_must develop and publish the relinbility standard
implementation guidelines to be used by AEMO in its role of
applving the power system security and reliability standards.

(b) The reliability standard implementation puidelines must specify a

methodology for determining reliability adequacy requirements for
each relevant forecasting timeframe.

(c) Without limiting the scope of the reliability standard implementation
guidelines, thev must include the methodology for determining
reliability adeguacy requirements for each relevant forecasting

period, a description of how they are intended to be used, and details
of how the following matters are considered:

(1) The approach used and assumptions made in relation to the
demand for electricity.

(2} The approach used and assumptions made in relation to the

reliability of existing and future generation.

(3) The approach used and assumptions made in relation to
intermittent generation. ‘

{(4) The approach used and assumptions made in relation to energy
constraints.

(5) _ How network constraints are taken into account.

(d)  AEMO must prepare and may adjust from time to time the reliability
adeguacy requirements in_accordance with the reliability standard
implementation guidelines.

14



(e) AEMO must develop and publish the first reliability standard
implementation ,qmdelmes and reliability adequacy requirements by
{lnsert date whlch needs to allow sufficient: time for the first RSIG
arid RAR: to. be detérinined by AEMO. after.thé Rulé is nmiade] and
there must be a set of reliability standard implementation guidelines
and reliability adeqguacy requirements at all times after that date.

() AEMQO must develop and publish the first reliability standard
implementation guidelines in accordance with the Rules consultation

procedures.

() AFEMO mav from time to time in accordance with the Rules
consultation procedures amend or replace the reliability standard
implementation guidelines.

[8] Clause 3.9.4 Market Price Cap
Omit clause 3.9.4(a) and substitute:

3.94 Market Price Cap

(a) The market price cap is a price cap which is to be applied to
dispatch prices, with the level of the price cap being published in the
reliability standard and reliability settings schedile.

The 1ntent10n o_f thlS amendment. ’1s'lt0 claufy that '.thé""'marketl przce-cap 1s now' '7_

[9] Clause 3.9.6 Market Floor Price
Omit clause 3.9.6(a) and substitute:

3.96 Market Floor Price

(a) The marker floor price is a price floor which is to be applied to
dispatch prices, with the level of the price floor being published in
the reliability standard and reliability Settin,qs schedule.

The 1ntent10n “of ‘this ‘amendment is to clanfy ‘that the__market ﬂoor pnce is now
published'ini the Feliability standard and setting schedule. . :

[10] Clause 3.14.1 Cumulative Price Threshold and
Administered Price Cap

Omit clause 3.14.1(a); 3.14.1(b); and 3.14.1(d) and substitute:

15



3.141

Cumulative Price Threshold and Administered Price Cap

(a)

(b)

(d)

In conjunction with each participating jurisdiction, and after
consulting Market Participants in accordance with the Rules
consultation procedures and reliability setting guidelines, the AEMC
may vary from time to time the religbility standard and reliability
setting schedule to specify an administered price cap for each region
to apply to spot prices, dispatch prices and ancillary service prices and
to be used as described in this rule 3.14.

The administered floor price for each region to apply to spot prices
and to be used as described in clause 3.14.2 will be the negative of the
value of the administered price cap and will be published in
conjunction with the administered price cap on the reliability standard
and reliability setting schedule,

By 28 February of each year the AEMC must calculate the cumulative
price threshold to apply on and from I July of that year in accordance
with paragraphs (e) and (f) and publish its calculation on the reliability
standard and reliability setting schedule.

[11] Clause 3.20.3  Reserve contracts
Omit clause 3.20.3(b) and substitute:

(b)

AEMO may determine to enter into reserve contracts to ensure that
the reliability of supply in a region or regions meets the relevant
power system security and reliability standards established-bythe
Reliability-Panel for the region and, where practicable, to maintain
power system security.

[12] Clause 4.2.7 Reliable Operating State

Omit clause 4.2.7 and substitute;

4.2.7

Reliable Operating State

The power system is assessed to be in a reliable operating state when:

(a)

(®)

(©)

AEMO has not disconnected, and does not expect to disconnect, any
points of load connection under clause 4.8.9;

no load shedding is occurrmg or expected to occur anywhere on the
power system under clause 4.8.9; and

in AEMO's reasonable opinion the reliability adequacy requirements

are bemg met. }welﬁ—ef—&heﬁ%%d—nwmi—eapaﬂﬂ%%
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d,ef.e’sgﬂﬂ.;wé *ﬂgaﬁefe'fd&ﬁee Hth—the—power—system—seeurity—and

‘These. changes reflect that the concepts of’ short and medlum term capac1ty reserves are .
tobe replaced by the. Relmbzlzty Adequacy Requirements. =~ .

[13] Clause 4.3.1 Responsibility of AEMO for power system

security

Omit clause 4.3.1 and substitute:

4.3.1

Responsibility of AEMO for power system security

The AEMO power system security responsib‘ilities are:

(a)
(b
(©)

(d)

(e)

()

(g)

(b)

(@)

@)

k)

to maintain power system security;
to monitor the operating status of the power system;

to co-ordinate the System Operators in undertaking certain of its
activities and operations and monitoring activities of the power system;

to ensure that high voltage switching procedures and arrangements are
utilised by Network Service Providers to provide adequate protection
of the power system;

to assess potential infringement of the fechnical envelope or power
system operating procedures which could affect the security of the
power system,

to ensure that the power system is operated within the limits of the
technical envelope,

to ensure that all plant and equipment under its control or co-
ordination is operated within the appropriate operational or emergency
limits which are advised to AEMQO by the respective Network Service
Providers or Registered Participants,

to assess the impacts of technical and any operational plant on the
operation of the power system;

to arrange the dispatch of scheduled generating units, semi-scheduled
generating units, scheduled loads, scheduled network services and
ancillary services(including dispatch by remote control actions or
specific directions) in accordance with the Rules, allowing for the
dynamic nature of the technical envelope;

to determine any potential comstraint on the dispatch of generating
units, loads, market network services and ancillary services and to
assess the effect of this constraint on the maintenance of power system
security;

to assess the availability and adequacy, including the dynamic
response, " of contingency capacity reserves and reactive power
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reserves in accordance with the power system security and reliability
standards and to ensure that appropriate levels of contingency capacity
reserves and reactive power reserves are available:

(1} to ensure the power system is, and is maintained, in a satisfactory
operating state; and

(2) to arrest the impacts of a range of significant multiple
contingency events (affecting up to 60% of the total power
system load) to allow a prompt restoration or recovery of power
system security, taking into account under-frequency initiated
load shedding capability provided under connection agreements
or otherwise;

(1) to monitor the demand and generation capacity, having regard to
relevant reliability adequacy reguirements and, if necessary, initiate
action in relation to a relevant AEMQO intfervention event:

L

(m)" to publish make-availabletoRegisteredParticipants as appropriate,
information about the potential for, or the occurrence of, a situation
which could significantly impact, or is significantly impacting, on
power system security, and advise of any low reserve condition for the
relevant periods where-the-shortterm-—capacity-reserve-andiormedin
term-eapacity-reserye-is-assessed-as-beingless-than that determined in
accordance with-the—shortterm—capacityreservestandard-ormedinm
term—eapacity—reserve—standard respeetively relzabllzty standard

implementation guidelines;,




()

(0

@)

(@

03]

(s)

()

(u)

v)

(w)

to refer to Registered Participants, as AEMO deems appropriate,
information of which AEMO becomes aware in relation to significant
risks to the power system where actions to achieve a resolution of those
risks are outside the responsibility or control of AEMO,

to utilise resources and services provided or procured as ancillary
services or otherwise to maintain or restore the satisfactory opemtmg
state of the power system,

to procure adequate system restart ancillary services in accordance
with clause 3.11.4A to enable AEMQ to co-ordinate a response to a

major supply disruption,

to interrupt, subject to clause 4.3.2(1), Registered Participant
connections as necessary during emergency situations to facilitate the
re-establishment of the satisfactory operating state of the power
system,

to issue a direction or clause 4.8.9 instruction (as necessary) to any
Registered Participant; -

to co-ordinate and direct any rotation of widespread iﬁterruption of
demand in the event of a major supply shortfall or disruption;

to liaise with participating jurisdictions should there be a need to
manage an extensive disruption, including the use of emergency
services powers in a participating jurisdiction;

to determine the extent to which the levels of contingency capacity
reserves and reactive power reserves are or were appropriate through
appropriate testing, auditing and simulation studies;

to investigate and review all major power system operational incidents
and to initiate action plans to manage any abnormal situations or
significant deficiencies which could reasonably threaten power system
security. Such situations or deficiencies include without limitation:

(1) power system frequencies outside those specified in the
definition of satisfactory operating state;

(2) power system voltages outside those specified in the definition of
satisfactory operating state;

(3) actual or potential power system instability; and

(4) unplanned/unexpected opelatlon of major power system
equipment; and

to ensure that each System Operator satisfactorily interacts with

AEMO, other System Operators and Distribution System Operators for
both transmission and distribution network activities and operations,
so that power system security is not jeopardised by operations on the
connected transmission networks and distribution networks.

19



(x) to apply the power system security and reliability standards in
accordance with the reliability standard implementation guidelines.

[14] Clause 4.8.4  Declaration of Conditions

Omit clause 4.8.4 and substitute:

4.8.4 Declaration of conditions

AEMO may declaie the following conditions in relation to a period of time,
either present or future:

(a) Low reserve condition — when AEMO considers that the balance of
generation_capacity and demand for the period beine assessed do not
meet the reliability adequacy requirements as specified in the reliability

standard implementation suidelines.

&Y. reserve 8 e ;

(b) Lack of reserve level 1 (LORI1) — when AEMO considers that there is
insufficient shert—term capacity reserves available in an operational
forecasting timeframe to provide complete replacement of the
contingency capacity reserve on the occurrence of. the credible
contingency event which has the potential for the most significant impact
on the power system for the period nominated. This would generally be
the instantaneous loss of the largest generating unit on the power system.
Alternatively, it might be the loss of any interconnection under abnormal
conditions.
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(¢) Lack of reserve level 2 (LOR2) — when AEMO considers that the '

(d)

occurrence of the credible contingency event which has the potential
for the most significant impact on the power system is likely to require
involuntary load shedding. This would generally be the instantaneous
loss of the largest generating unit on the power system. Alternatively,
it might be the loss of any interconnection under abnormal conditions.

Lack of reserve level 3 (LOR3) — when AEMO considers that
Customer load (other than ancillary services or contracted
interruptible loads) would be, or is actually being, -interrupted
automatically or manually in order to maintain or restore the security
of the power system.

[15] Clause 4.9.1 Load forecasting

Omit clause 4.9.1 and substitute:

491 . Load forecasting

(a) AFEMO must produce (at the intervals indicated and in accordance with

(b)

©

the timetable) an indicative load forecast for each region for the
periods indicated below:

(1) each day, a forecast for the day ahead, such forecast divided into
half-hourly load forecasts for each frading interval,

(2) each day, a forecast for 2 to 7 days (inclusive) ahead, the
forecasts for each day divided into half-hourly load forecasts for
each trading interval,

(3) every week, a forecast for the 24 months ahead of the day on
which the forecast is produced, with a daily profile based on an
estimated weekly peak load condition with allowances for
weekends and holidays.

These forecasts must provide an indicative estimate of the total
generation capacity required to meet the forecast load (called
"forecast load (as generated)"), and an equivalent estimation of the
supply required to be delivered to the relevant transmission network
(called "forecast load (sent out)").

The following factors must be taken into account in the development
of the load forecasts, to the extent that such are relevant to the
particular forecast:

(1) the annual load forecasts and load profiles collected by the
‘Network Service Providers from all Registered Participants as
required by schedule 5.7, including load management
expectations and expected sent out generation from embedded
gerierating units;

(2)  historic load data, including transmission losses and power
station in-house use of the generated output;

21



(3) weather forecasts and the current and historic weather conditions
and pattern;

(4) the incidence of major events or activities which are known to
AEMO,

(5) anticipated pumped storage loads;

(6) official economic activity forecasts from participating
Jjurisdictions; and

(7) other information provided by Registered Participants.

(d) AEMO must develop a methodology to create the indicative load
forecasts.

4 £8;

(ge) The load forecasts produced by AEMO are indicative only as AEMO
has no direct influence over Market Participants in their decisions
about their level of demand and, accordingly, no person may claim any
loss or damage from AEMO as a result of any difference between load
forecasts and actual load.

[16] Clause 8.8.1 Purpose of Reliability Panel
Omit clause 8.8.1(a}(2) and substitute:

(2) Review and, on the advice of AEMO, determine the power system
' security standards; '
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Relmbthty Pariel wﬂl be reqmred to deternnnc the power system securzty standards (see
“amended definition section below). . ' o RS R

[17] Clause 8.8.3 Reliability review process
Omit clause 8.8.3(b) and substitute:

(b) At least once each calendar year and at such other times as the
AEMC may request, the Reliability Panel must conduct a review of
the performance of the market against the power system security
standards, the reliability standard, the system restart standard, the
guidelines referred to in clause 8.8.1(a)(3), the policies and
guidelines referred to in clause 8.8.1(a)(4) and the guidelines
referred to in clause 8.8.1(a}(9) in accordance with this clause 8.8.3.

- The intension is to clarlfy that while the role Relzabzltty Panel has beén clanﬁed 10
make ¢lear that the Relmbzlzty Panel only has 1espons1b111ty for deternnnmg power.
: sysrem security. smndards it is still the case that the Rehab1hty Panel will be reqmred to
review the. relzabzltty standard in the context of its Annuial Markct Performance Review
-(AMPR) -Consequently: this clause has been amended to. ensure that the Relzabzlzty
*Panel can still perfori this functlon with respect to the AMPR as intended.

[18] Part ZT , Transitional arrangement for the reliability
standard implementation guidelines

Insert the following new clause:

11.50.1 Reliability standard implementation quidelines

All actions taken by AEMQO prior to the commencement date in
anticipation of the commencement date for the purposes of preparing and
publishing the first reliability standard implementation guidelines as
required by clause 3.9.3E(e) are taken to satisfy the equivalent actions
required for reliability standard implementation guidelines under rule
3.9.3G.

[19] Chapter 10 Amended definitions
In Chapter 10, omit the following definitions and substitute:

reliability standard

The standard set out under that name in the reliability standard and
reliability settings schedule published by the AEMC under clause 3.9.3A.
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short-term capacity reserve

At any time, the amount of surplus or unused generating capacity indicated

by the relevant Generators as being available for-any-half hour period during
the-next-7-deys-and-which-isassessed-as-being-in-excess—of in the relevant

timeframe minus the capacity requirement to meet the current forecast load
demand, taking into account the known or historical levels of demand
management,

power system security end-reliability standards

The standards (other than the system restart standard) governing power
system security end—reliability-of-the-pewer—system to be approved by the
Reliability Panel on the advice of AEMO, but which may include but are not
limited to standards for the frequency of the power system in operation,
contingency capacity reserves (including guidelines for assessing

requirements);—short—tern—eapacity—reserves—and—median—term—capacity

FESEFVES.

Drafting instruction: it will be necessary to search for every occurrence of the term
“power system security and reliability standards” and replace it with the modified term
above, which excludes “and reliability”.

[20] Chapter 10 ‘New definitions
In Chapter 10, insert the following new definitions in alphabetical order:

annual index for the reliability settings

An index to be applied to the reliability settings on 1 July of each year.

reliability adequacy requirements

The requirements determined by AEMO under clause 3.9.3E in accordance
with the reliability standard implementation guidelines.

reliability settings

The market price cap, the cumulative price threshold, the market floor
price, and administered price cap.

reliability standard and reliability settings guidelines
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Has the meaning given in clause 3.9.3D(a)

reliability settings review

Has the meaning given in clause
3.9.3C(a)(1).

reliability standard and reliability settings schedule

Has the meaning given in clause 3.9.3A(a).

reliability standard implementation guidelines

The guidelines developed and published by AEMO under clause 3.9.3E.

reliability standard review

Has the meaning given in clause
3.9.3B(a)(1).

[21] Chapter 10 Deleted definitions

In Chapter 10, remove the following existing definitions:

‘This 154 duplicate definition in the current Rules:
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