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1. PROCEDURE OVERVIEW

1.1. Relationship with the Wholesale Electricity Market Rules

1.1.1. This Market Procedure: for Reserve Capacity Security (Procedure) is made in accordance with
clause 4.13.8 of the Wholesale Electricity Market (A/EM)-Rules (MarketWEM Rules).

1.1.2. ReferenceReferences to particular MarketW EM Rules within the Procedure, which are in bold
and square brackets [Clause XX] or Sectlon XX] are current as efat 1 Nevember2014-
o y efOctober 2017.

1.2. Interpretation

442121, In this Procedure-;
(a) terms that are capitalised but not defined in this Procedure have the meaning given in the
WEM Rules;

(b)  to the extent that this Procedure is inconsistent with the WEM Rules, the WEM Rules
prevail to the extent of the inconsistency;

(c) areference to the WEM Rules or Market Procedures includes any associated forms
required or contemplated by the WEM Rules or Market Procedures; and

(d)  words expressed in the singular include the plural or vice versa.

1.2.2. In addition, the following defined terms have the meaning given.

Table 1: Defined terms

Term Definition

Adjusted Required The Required Level for a Facility, adjusted to 100 percent of the level of Capacity

Level Credits assigned to that Facility under clause 4.20.5A of the WEM Rules, as
determined under clause 4.13.13(a) of the WEM Rules.

Compliance Date The date by which the Market Participant must comply with its obligations under

clause 4.13.11 of the WEM Rules, being 30 November of Year 4 of the relevant
Reserve Capacity Cycle.

Due Date The date specified by AEMO in respect of a step in this Procedure.

Nominated Exchange The date agreed upon by a Market Participant and AEMO on which AEMO will

Date return any excess Reserve Capacity Security in exchange for a duly effective
replacement Reserve Capacity Security provided by the Market Participant.

Temperature The information provided by a Market Participant under clause 4.10.1(e)(i) of the

Dependence Curve WEM Rules, as detailed in the manufacturer’s technical specifications or as

determined by an independent engineering firm.

12.1.3. Purpose and application of this Procedure

424131, FhisThe Procedure eutlinesdescribes the processes for-dealing-withthat:
(@) determiningMarket Participants must follow when providing and requesting the initial-and
engemg—requwement—fer—and—the—valuereturn of Reserve Capacity Security-fer-a-Faeility;;
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(b) AEMO must follow in:

{e)}——developing proforma templates for Reserve Capacity Security-arrargements, including =
(0] the-form-of-acceptable-guarantees-and-bank undertakings;-, guarantees, and

Security Deposit deeds;

{ii—the-applicationchecking compliance of menies-drawn-upen-fromany Reserve
Capacity Security inrespeet-to-ameunts-payableprovided by therelevanta Market
Participant to-AEMO-underclause-4-13.-11A-of the-Marketagainst the WEM Rules;
and

(i) _Application-of this Procedure;
(i) holding and returning Reserve Capacity Security; and

(iv)  drawing upon Reserve Capacity Security.

122.1.3.2. In this Procedure, where obligations are conferred on a Rule Participant, that Rule
Participant must comply with the relevant obligations in accordance with clauses 2.9.6, 2.9.7,
2.9.7A and 2.9.8 of the MarketWEM Rules, as applicable.

1.3.1.4. Associated MarketProcedures-and-Market-documents

134141, The following Market Procedures are-asseciated-with(available on the Market Web
Site?) provide background information to this Procedure:

(@) Certification of Reserve Capacity;

(b)  Declaration of Bilateral Trades and the Reserve Capacity Auction;
() Reserve Capacity Testing;

(d) Reserve Capacity Performance Monitoring; and

(e)  Prudential Requirements.

1.3.2.1.4.2. The following market documents, available-en-the-Market-\Web-Site;forms, and
proforma templates are associated-withreferred to in this Procedure2:

{H——proforma deeds for:
() banrkundertakingfor Reserve Capacity Security::
(i) bank undertaking;
(i) _guarantee-for-Reserve-Capacity-Security;
{i(iii) Security Deposit-fer-Reserve-Capacity-Seeurity;-and;
(i (iv) Security Deposit fer-Reserve-Capacity-Seeurity-(provided by third party);

(b)  forms and instructions:

{w)(i) change of contact details form;

1 _Available at http://aemo.com.au/Electricity/W holesale-Electricity-Market-WEM/Procedures.
2_Available at: http://aemo.com.au/Electricity/Wholesale-Electricity-Market-W EM/Settlements-and-prudential-monitoring/Credit-support-and-
reserve-capacity-security.
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{»)(ii) contact details of guarantee/ or bank undertakingsundertaking form;
{wi)(iii) Security Deposit instructions;

{viiy(iv)  Acceptable Credit Criteria application form;_and
{vii(v)  list of entities meeting the Acceptable Credit Criteria;-and.
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16— AmendmentstoProforma Documents

464:1.4.3. AEMO may, in its absolute discretion, amend and re-publish
any market-doeumentsdocument listed in step 14-4-21.4.21-4-2 of this Procedure-_on the Market
Web Site.

1:8:2.1.4.4. A Market Participant wishing to use any market-document listed irunder step +-4-2-of
this-Procedurel.4.21.4-2 must ensure that it downloads the eurrentmost recent published
version from the Market Web Site.

Resewe@apaettyéeeun%yunde%sﬁmeedureuAEMO must applyuse the ameneleeLandmost
recent published version of that-market-documentto-assessthe documents listed under step
1.4.213.4.2 when assessing compliance of the-any Reserve Capacity Security submitted.

2. MODIFICATION OF TIMEFRAMES

2.1.1.  AEMO may modify or extend the dates or times specified in this Procedure. If AEMO extends a
date or time, then it must publish a notice of the modified or extended time or date on the
Market Web Site, which must include when the modified or extended date or time takes effect

Clause 4.1.32
2:3. PROVIDING AND PROCESSING RESERVE CAPACITY SECURITY=

33— REOQUIREMENTFOR-RESERVE-CARACITL-SECURIY
3.1. Conditions-underwhieh-aMarketParticipantis-ReguiredObligation to

provide Reserve Capacity Security

3.1.1. Where AEMO assigns Certified Reserve Capacity to a Facility infor a Reserve Capacity Cycle,
the relevant Market Participant forthat-Facility-must provide Reserve Capacity Security if-any-of
e b
{e)(a) the Facility is yet to enter service;

{e)(b) subjectto-step-2-1.2-of thisProcedure;-the Facility is an existing Facility that has
undergone significant maintenance or has been upgraded [Clause 4.13.1]; or

{e)(c) AEMO cancelled the Capacity Credits assigned to the Facility for the previous Reserve
Capacity Cycle in accordance with clause 4.20.14 of the MarketWEM Rules [Clause
4.13.1B(b)].
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Facility that ha&undergene s undergoing S|gn|f|cant maintenance or has-beenis being

upgraded, the requirement-to-relevant Market Participant must prowde Reserve Capacity
Security applies-only tefor the part of the Facility
affected by the maintenance or upgrade [Clause 4.13.1A].

WI|| deemdetermlne a FaC|I|ty to be undergomg -S|gn|f|cant mamtenaneemamtenance for the
purpose of step 3.1.13:-1.1(b)(b} if-ir-AEMO’s-epinion; the scope and duration of the works

representpresent a risk ferto the late-orfailedFacility’s return to service-ef-the-Facility, similar to
that for a new Facility.

WI|| deemdetermlne a FaC|I|ty to be unde#gemg—an—upg#adeupqraded for the purpose of step

3.1.13-1-1(b){b} if -has-been-assigned-the relevant Market Participant is seeking a higher level

of Certlfled Reserve Capacity than during-the-previous-Reserve-Capacity-Cyele-the Facility has
demonstrated through normal operations as a dlrect result of Works omgleted or due to be

3.1.5. Cenditionsunderwhich-A Market Participant is not required to provide Reserve Capacity

Security for a Facility if it has provided Reserve Capacity Security for a Facility in a previous
Reserve Capacity Cycle and none of the conditions in step 3.1.1 3:-3-1-apply.

3.1.6. Where-a-Market-Participant-has-providedThe provisions of clause 4.13 of the WEM Rules apply

3.2

equally to Facilities assigned Early Certified Reserve Capacity Seeurity-forfrom the same
Faeility-ina-previoustime and date specified in clause 4.1.13 of the WEM Rules [Clause
4.28C.12A].

AEMO’s notification requirements

3-46:3.2.1. For Certified Reserve Capacity Syele-and-assigned under clause 4.11 of the following

conditions-are-metWEM Rules, and by the time and date specified in clause 4.1.12(b) of the
WEM Rules (as modified or extended), AEMO must notify Market Participants of:

(a)  thenthe-MarketParticipantis-notrequired-to-provide-the amount of any Reserve

Capacity Security required under step 3.13:%, calculated in accordance with clause
4.13.2(a) of the WEM Rules [Clause 4.9.9(c)]; and

(b)  the Reserve Capacity Security Due Date specified in clause 4.1.13(b) of the WEM Rules
(as modified or extended).

Doc Ref:
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3.2.2. For Conditional Certified Reserve Capacity assigned under clause 4.9.5 of the WEM Rules, and
within 90 days of receiving the application, AEMO must notify the relevant Market Participant of:

{b)(a) the amount of Reserve Capacity Security under step 3.13-1, calculated in accordance
with clause 4.13.2(a) of the MarketWEM Rules-f-applicable [Clause 4.9.9(c)]; and

(e)—the
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Gemhed—Resewe-Gapaen.y—is.rspecified to-be-traded-bilaterally-in aeeerdanee—wﬁh—clause
4.34-14¢.13(b) of the MarketWEM Rules:_(as modified or extended).

42— ConditionalFor Early Certified Reserve Capacity

(VAR P ity assigned
under clause 4, 9—528C of the Ma%ke{WEM Rules—feV—a—ﬁutu#e—Resere—Gapaeﬁy—Gyele and

W|th|n 90 davs of recelvmq the appllcanon AEMO must notlfy the relevant Market Participant i

(@) the-amountofReserve-Capacity-Security-determinedstep 3.13:1, calculated in

accordance with clause 4.13:2(a)-and-confirmed-in-accordance-with-clause-428C.9:5(¢)
of the Market WEM Rules;-if-applicable-[Clause-4.9:9(c)};-and;

(b)—the Reserve Capacny Securlty Due Date—byL which the—Ma#ket—Pametpam—must—pmMe

Busmess Days trem—ﬂqe-da&e—ﬂqe—Mamet;man{—reeewes-AEMO—s-fOIIOW|ng th
notification under-this-step-3-3-1date [Clause 4.28C.8].
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o= o=l
54.3.3.  FheProecessforRecaletlationTypes of Reserve Capacity Security
CERTIFIED RESERVE CAPACITY EARLY CERTIFIED RESERVE CAPACITY
Market Participant requests recalculation of RCS amount after’ AEMO recalculates the RCS amount before 2 September of Year
24 September of Year 1 of RCC
(Step 4.1.1 and clauses 4.13.2A and 4.1.21) (Step 4.1.2 and clauses 4.28C.12)
+10BD +0BD
h 4 y
AEMO recalculates the RCS amount using the AEMO recalculates the RCS amount using the
formula in clause 4.13.2(b) (Step 4.2.1 and clause formula in clause 4.28C.9 (Step 4.2.5 and clause
4.13.2B) 4.28C.12)
[ ¢ I
Yes Yes
Does the AEMO hold excess RCS?
+0BD +0BD
NoRESEQUALS REQUIRED NoRESHSHESS FHAN-THE
AMOUNT REQUIRED AMOUNT
+0BD l l +0BD
AEMO
B AEMO If additional RCS is required, notifies additional
Notifies no change in status (step 4.2.2) RCS to be provided by date and time specified in
clause 4.1.13(b)(i) (Step 4.2.6)
AEMO AEMO
Notifies the result of the recalculation; offer to Notifies the result of the Recalculation;
“» replace the RCS in accordance with [Cl 4.13.2C] Offers to replace the RCS; and [+
and returns the excess RCS in accordance with Retums the excess RCS in accordance with [CI
[C14.13.2B(c)] (Step 4.2.3) 4.13.14] (Step 4.2.8)
A
Market Participant follows step 7.1 for retum of excess RCS Market Participant follows step 5 for provision of additional
(Step 4.2.4 and 4.2.9) RCS (Step 4.2.7)
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. .
5.2.1—A Market Participant may-apply-to-AEMO-for-therecaleulation®-of the-amount-of Reserve

vired-to-be-he or-a-Facility e-4
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Notifies Market Participant of the Requirement to provide Reserve Capacity Security
(Step 3.1, 3.2 or 3.3 as applicable)

|

Market Participant
Submits Reserve Capacity Security documents

Guarantee or bank undertaking duly . .
—» executed by Treasury Corporation or bank SEENTEY Deposg::edsir;d ElearetitindS
(Step 5.3) [
AEMO
Yes Determines if Reserve Capacity Security arrangement meets the requirements
(Step 5.6.1)
[CI14.13.5 and Cl 2.38.6 if Acceptable Credit Criteria form submitted]
l No
& AEMO
E- a Requests more information or supporting documents
8 o (Step 5.6.2)
' |
|4
[=]
z
A
Market Participant
Submits requested information or documents as required (Step 5.6.2)
A 4
- AEMO
Assesses and notifies compliance (Step 5.6.3)
A
v Compliant
Reserve Capacity Security becomes effective by Reserve Capacity Security Due Date
(Table 2)
AEMO AEMO
Where a Guarantee or bank undertaking is Where a Security Deposit is provided, register
provided, notify Treasury Corporation or bank on Personal Properties Securities Register
(Step 5.7.1) (Step 5.7.3)
Doc Ref:
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64+43.3.1. must ensure

thatits Reserve Capacity Security arrangement-meets-the requirements-efarrangements
comply with clause 4.13.5 of the MarketWEM Rules [Clause 4.13.1(a)].

8.1.2.—A Market Participant must provide Reserve Capacity Security in the form of eithera =
(m)—guarantee@r bank undertaklng maeeerdaneew&hﬂqepmees&de{wledrwwtepé—?ref

g

613.3.3.2. or Securlty Dep05|t4n-aeeerdanee4mth4he—ppeeess-detaned-m—stepé-4—ef—tmg

3.3.3. A Market Participant must ensure-thatthe-provide current contact details it-submits-for itsthe
Reserve Capacity Security-arrangements-are-current, including at al-times—This-includes
contact-detailsfor-persons-atthe-the bank or Treasury Corporation erthe-bank-to-be-provided
in-the-contact details-of- guarantee/bank-undertakings-form. Theas relevant.

844334, A Market Participant must update thesethe contact details_provided under step
3.3.33:33 if required by completing the change of contact details form and emailing it to
wa.accounts@aemo.com.au.

8-4:5:3.3.5. A Market Participant must ensure that the Reserve Capacity Security arrangement

provided-understep-5-1-2-of this-Procedure-does not have a specified end date whichthat is
prior-teearlier than the Compliance Date.
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H#s-Submitting

8.4.-1—A Market Participant providing Reserve Capacity Security in the form of a guarantee or bank
undertaking must then-submit te-AEMO-a signed original hard copy ef:

) the-guarantee-or-bank-undertaking-as-applicable-whieh:

8:4.4.3.4.1. a articipant-must-provide-a-ha he o undertaking
to-AEMO-either-(in person or by courier-erregistered-mail, requiring a signature on receipt:) of:
(a)  Onreceiving- AEMO s-notification-to-providethe guarantee or bank undertaking, which < | Formatted: Outline numbered + Level: 2 + Numbering Style:
must be: a, b, ¢, ... + Aligned at: 1.25 cm + Tab after: 2.25cm +
Indent at: 2.25cm
3.2.33.2.3(a Formatted: Outline numbered + Level: 3 + Numbering Style:

i, ii, i, ... + Aligned at: 2.25 cm + Tab after: 3.25cm +

(0] for the amount specified in step 3.2.13-2-3(a){a}, 3.2.23:2.2(a){a) or -~
Indent at: 3.25 cm ‘

(i) in the form prescribed by AEMO and available on the Market Web Site; and

i) executed by a Treasury Corporation (for a guarantee) or a bank that meets the
Acceptable Credit Criteria (for a bank undertaking); and

Doc Ref: FINALDRAFT FOR CONSULTATION Page 18 of 36



MARKET PROCEDURE: RESERVE CAPACITY SECURITY é// / \EMO

AUSTRALIAN ENERGY MARKET OPERATOR

(b)  the Acceptable Credit Criteria form and applicable supporting evidence, if the Reserve <«
Capacity Security in-steps-3-1-1,-3-2-1-or-3-3-1provider is not on the list of this-Procedure;
a-Market-entities meeting the Acceptable Credit Criteria referred to in step 1.4.2(b)(v).

Formatted: Outline numbered + Level: 2 + Numbering Style:
a, b, c, ... + Aligned at: 1.25 cm + Tab after: 2.25cm +
Indent at: 2.25cm

3.4.2. AEMO must reject a guarantee or bank undertaking that does not meet the criteria in step
3.4.13.4.1.

3.4.3. A Market Participant providingsubmitting an Acceptable Credit Criteria form under step
3.4.13:-4-1(b){b) must follow step 4.14-1 of the Market Procedure: Prudential Requirements,
reading all references to Credit Support as references to Reserve Capacity Security.

3.4.4. In addition to the guarantee or bank undertaking required under step 3.4.13-4-1, a Market
Participant must provide:

(@) acompleted contact details form, which includes the details of at least two < Formatted: Outline numbered + Level: 2 + Numbering Style:
representatives for the Market Participant, and two representatives for the Treasury a, b, ¢, ... + Aligned at: 1.25 cm + Tab after: 2.25cm +
Corporation or bank; and Indent at: 2.25cm

(b) any instructions or procedures that AEMO is required to follow when drawing upon the
Reserve Capacity Security.

3.5.  Submitting a Security Deposit-as-a

6:5-43.5.1. A Market Participant that intends to provide Reserve Capacity Security arrapgementin
the form of a Security Deposit must request AEMO’s agreement to accept thea Security Deposit
writingat least five Business Days before the relevant Reserve Capacity Security Due Date.

522352  Uponreceiving the request under step-5.4.1 of this Procedure, AEMO must
netifyadvise the Market Participant in-writing-whether athe Security Deposit is-an-acceptable
alternative-and-the-terms-under which-the-Security Deposit-deed-will be acceptable to AEMO-
and any related terms or conditions within one Business Day of the request in step 3.5.13.5-%.

8.5:3.3.5.3. If AEMO has-netified-the-Market-Participant-under-step-5-4-2advises that a Security
Deposit is rot-aceeptabler-thenunacceptable under step 3.5.23.5.2, the Market Participant must
provide Reserve Capacity Security in the form of a guarantee or bank undertaking-in

accordance-with-step-5.3-of this-Procedure—_under step 3.4.13.4.1.

8.5.4.—If AEMO has-netified-the- MarketParticipant understep-5-4-2advises that a Security Deposit is
acceptable-then_under step 3.5.23:5.2, the Market Participant must dewnload-a-copy-ofthe

Doc Ref: FINALDRAFT FOR CONSULTATION Page 19 of 36



MARKET PROCEDURE: RESERVE CAPACITY SECURITY é// / \EMO

AUSTRALIAN ENERGY MARKET OPERATOR

Seeunty—Depesﬁ—mstFueﬂens—the Reserve Capacnv Secuntv Due Date [Clause 4 13 5(b)]

858355, No more than 10 Business Days after the Reserve Capacity Security Due Date, the

Market Participant must previdesubmit a signed original hard copy ef-the-Security-Depeosit-deed
to-AEMO-either-(in person or by courier-erregistered-mail, requiring a signature on receipt:) of

the Security Deposit deed, which must be:

(a) __for the amount specified in step 3.2.13-2-4(a){a}, 3.2.2322(a){a}, or 3.2.332:-3(a)(a): < | Formatted: Outline numbered + Level: 2 + Numbering Style:
. . . . , b, ¢, ... + Aligned at: 1.25 Tab after: 2.25
(b) _in the form prescribed by AEMO and available on the Market Web Site; and ?ndenct at:+2.2|§2i1 @ e+ lebatter am*

{a)(c) executed by or on behalf of the Market Participant.

8:5:89.3.5.6. AEMO must sign the original of the Security Deposit deed and return a copy of-the

signed-originat-to the Market Participant-_as soon as practicable after receiving the original copy
under step 3.5.53:5.5.

6-6—Completing-AEMQ’s assessment of the Aceeptable CreditCriteriaForm

6-+4-3.

Whe%eua—Ma%ket—Pamekpaart—p#eweles—arReserve Capacny Securltym

881.36.1.  On+eeceivingOnce completed documentation ferReserve-Capacity-Seeurityhas been

received from a Market Participant_under step 3.43:4 or 3.53.5, AEMO must review the
compliance of the Reserve Capacity Security arrangementin relation to: _either clause 4.13.5(a)
or clause 4. 13 5(b) of the WEM Rules (as appllcable)
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8.8.2.3.6.2. AEMO may-at-ts-diseretion; request more information from the Market Partlmpant to
support its Reserve Capacity Security
AEMQJhHAaerPPamemanpmusppmwdemgrelevanPdocumentatlon specifying a time and
date for the information by-that Bue-Dateto be provided.

Market Partlcmant may, but is not obllqed to, provide |nformat|on in response to a request under
step 3.6.23:6-2.

3.6.4, If a Market Participant does not provide additional information in response to a request under

step 3.6.23-6-2, AEMO must assess the compliance of the Reserve Capacity Security using the

original submission.

{e)—AEMO must notify the Market Participant of the compliance of the Reserve Capacity
Security-is-het-compliant:
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3.6.5.

receiving
complete documents under step 3.43-4 or 3.53:5, or addltlonal |nformat|on under step

3.6.33:6:3. If AEMO assesses the Reserve Capacity Security as non-compliant with either the
WEM Rules or this Procedure, the notification must include reasons for the non-compliance.

3.6.6. If a Market Participant receives a notification under step 3.6.5 3:6-5-that the Reserve Capacity
Security provided under step 3.43:4 is non-compliant, it must re-submit a compliant Reserve
Capacity Security before the Reserve Capacity Security Due Date.

3.6.7. If a Market Participant receives a notification under step 3.6.53:6-5 that the Security Deposit
deed provided under step 3.5 is non-compliant, it must re-submit a compliant Security Deposit
deed no more than 10 Business Days after the Reserve Capacity Security Due Date.

3.6.8. Once AEMO has confirmed that the Reserve Capacity Security is compliant, it must place the
guarantee, bank undertaking, or Security Deposit deed in a bank safe box as soon as practical.

3.6.9. If the Reserve Capacity Security is a Security Deposit, AEMO must register an interest on the
Personal Property Securities Register in accordance with the Personal Property Securities Act

2009 (Cth)*-As-part-of this-precess;- within 10 Business Days of receiving the original deed
under step 3.5.53.5.5.

6.9.3.3.6.10.  AEMO must deduct any fees incurred in registering theits security interestsinterest

nder ste 3.6.83:6.8 from the balance of the Securlty Deposnand—sendraﬂeaeeeﬁhe

3.7.  Failure to provide Reserve Capacity Security

3.7.1. If a Market Participant fails to provide the required amount of Reserve Capacity Security,
calculated under step 3.2.13:2-3(a){a}, 3.2.23-2.2(a)(a), or 3.2.33:2.3(a){a}, by the applicable
Reserve Capacity Security Due Date, the Certified Reserve Capacity or Early Certified Reserve
Capacity of the relevant Facility will lapse [Clause 4.13.9 and Clause 4.28C.8A].
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3.7.2. Where Certified Reserve Capacity or Early Certified Reserve Capacity lapses under step
3.7.13-7%, AEMO must notify the Market Participant within two Business Days that:

a, b, ¢, ... + Aligned at: 1.25 cm + Tab after: 2.25cm +

(a) the Certified Reserve Capacity or Early Certified Reserve Capacity has lapsed; and R — Formatted: Outline numbered + Level: 2 + Numbering Style:
Indent at: 2.25cm

6-9-4—the Famhtg WI|| not be assigned any Capacity Credlts

~| Formatted: Outline numbered + Level: 2 + Numbering Style:
a, b, ¢, ... + Aligned at: 1.25 cm + Tab after: 2.25cm +
Indent at: 2.25cm

F

4. HOLDING AND REPLACING RESERVE CAPACITY SECURITY

6:10:4.1. Holding Security Deposits and associated costs

6.10.1.4.1.1.  Wherelf AEMO receives a Security Deposit as Reserve Capacity Security-in-the-form-of
a-Security-Depeosit, it must:

(@) invest any Security Deposit paymentsamount on behalf of the relevant Market «
Participant; and

Formatted: Outline numbered + Level: 2 + Numbering Style:
a, b, c, ... + Aligned at: 1.25 cm + Tab after: 2.25cm +
Indent at: 2.25cm

(b)  maintain individual accounts for each Market Participant’s Security Deposits, separate
from any AEMO operating funds accounts.

64024.1.2.  AEMO must credit the interest-earned-daily-at AEMO-DepeositRate-on-the-balance-of

the-Seeurity-Depesit-te-the-relevant Market Participant’s bank account with the interest
(calculated daily at the AEMO Deposit Rate) earned on the balance of the Security Deposit on a

monthly basis, and deduct any costs ardor fees _(including bank fees or charges) associated
with holding the Security Deposit from the balance efthe-Security-Depesit-ircluding-bank-fees
and-charges-[Clause 4.13.6].

640:34.1.3. AEMO may previde-written-advice-toadvise a Market Participant en-a-monthly-basis
regardingof the interest earned at the AEMO Deposit Rate and the deduction of any accrued

costs and fees:_on a monthly basis.
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F—MAINTENANCE-OF RESERVE-CAPACIHY-SECURIFY

F14.2. Reguirement-to-MaintainReplacing Reserve Capacity Security-with
AEMO

Z 11 Where-a-Market-Particinant.s-R 1a-C. i Securibv-is-due-to-expire-or to-have "“nat
Tt P Y 34 P

F144.2.1.  Forthe-purpeses-of-clause-4-13.4-of the-Market-Rules;-Circumstances that may require
replacement Reserve Capacity Security in-step-6-1-2-6r6-1-3-include, but are not limited to

where:-:
(@) existing Reserve Capacity Security is no longer current or valid; < | Formatted: Outline numbered + Level: 2 + Numbering Style:
. . . a, b, ¢, ... + Aligned at: 1.25cm + Tab after: 2.25cm +
(b)(a) the Reserve-Capacity-Security-provider no longer meets any one of the Acceptable Indent at: 2.23 cm
Credit Criteria;

{e)(b) the-Reserve-Capaeity-Securitythe provider ceases to or threatens to cease to earry-on
providingcontinue to provide Reserve Capacity Security in+elation-te-for the Market

Participant; or
{d)(c) the Reserve-Capacity-Security-provider inrelation-to-the-Market-Participant-becomes

insolvent or is dissolved.

4.2.2. If a Market Participant requesting-to-provide-the-replacement-becomes aware that any of the

circumstances listed in step 4.2.14-2.1 apply to its Reserve Capacity Security-te, it must:

(@) notify AEMO attepthe-end-eﬂme—nem—susmessgay—mdepsteps-@%b)—ep@% «
ementaccordingly; and

Formatted: Outline numbered + Level: 2 + Numbering Style:
a, b, c, ... + Aligned at: 1.25 cm + Tab after: 2.25cm +
Indent at: 2.25cm

{a)(b) replace its Reserve Capacity Security in-writing-within one Business Day [Clause
4.13.4].

4.2.3. If AEMO may;becomes aware that any of the circumstances listed in its-abselute-discretion;
approve-orrejeetstep 4.2.14-2.1 apply to a Market Participant’s requestfor-an-extension-in-step

6-1.5-AEMO-Reserve Capacity Security, it must-provide-its-decisionin-writing-to-the-;

(a)  notify the Market Participant accordingly; and «

Formatted: Outline numbered + Level: 2 + Numbering Style:
a, b, c, ... + Aligned at: 1.25 cm + Tab after: 2.25cm +
Indent at: 2.25 cm, Tab stops: Not at 2.54 cm
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Z+5——request the Market Participant as-seen-as-practicable [Clause4-13-4(c)}-
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Market Participant
Notifies its intention to replace RCS and requests AEMO to return excess RCS
(Step 7.1.1 and [CI 4.13.2C and 4.28C.12(b)]

!

AEMO and Market Participant agree upon the Nominated Exchange Date
(Step 7.3.1)

!

Market Participant
Submits replacement RCS in accordance with Step 5.1 (Step 7.3.2)

!

AEMO
Determines if replacement RCS arrangement is compliant with clauses 4.13.5 and
2.38.6-if Acceptable Credit Criteria-form-submitied(Step-7.3.3)
Compliant Non - Compliant
v v
AEMO
By the Nominated Exchange Date notifies AEMO
the RCS provider that it relinquishes its
right to the guarantee/bank undertaking; or Notifies non-compliance with reasons and —
returns the Security Deposit and interest provides a new Nominated Exchange Date
eamed by electronic transfer (Step 7.3.6)
(Step 7.3.4)
A
AEMO
Retumns the superseded RCS
arrangementin person of by courier/
registered mail, requiring signature
upon receipt
(Step 7.3.5)
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8-1.—A-Market Participant's Notification-of Replacing-to replace its Reserve
Capacity Security when-AEMO-Heolds-Excess

a, b, c, ... + Aligned at: 1.25 cm + Tab after: 2.25cm +

“3 ~| Formatted: Outline numbered + Level: 2 + Numbering Style:

Business Day [Clause 4.13.2C(a)}:4]. Indent at: 2.25cm

4.2.4. A Market Participant requiring an extension to the ameunt-of-the-Reserve-Capacity-Seecurity
which-deadline in step 4.2.24-2.2(b){b} must net-beless-thanrequest the recalculated
amoeuntextension from AEMO in writing.

813425, AEMO may, in its absolute discretion, approve or reject a request from a Market
Participant under elause-4-13:2(b)-or-clause-4-28C-12step 4.2.44-2.4 and must notify the Market
Participant accordingly as applicablesoon as possible [Clause 4.13.2C(b)};-and4(c)].

8244.286. A Market Participant may replace theits Reserve Capacity Security arrangement
provided-(for example, from a Security Deposit to a bank undertaking) by notifying AEMO in

-of:
-the type of this
Procedure:
{a)(c) the-form-ofreplacement-Reserve Capacity Security arrangement-to be provided; 3 Formatted: Outline numbered + Level: 2 + Numbering Style:

a, b, ¢, ... + Aligned at: 1.25 cm + Tab after: 2.25cm +
Indent at: 2.25cm

{b)(d) evidence that the replacement-Reserve Capacity Security arrangementwill meetthe

reguirements-efcomply with clause 4.13.5 of the MarketWEM Rules; and

{e)(e) Fhe-ProcessforReplacing-Reserve-Capacity-Seeuritya Nominated Exchange Date. «

8234.2.7. AEMO and the Market Participant must agree u#poron the Nominated Exchange Date

a, b, c, ... + Aligned at: 1.25 cm + Tab after: 2.25cm +
Indent at: 2.25cm

Formatted: Outline numbered + Level: 2 + Numbering Style:

notified by-the-MarketParticipant-understep71-2(e)}-or 72 2{c)-of this Procedure—under step
4.2.64-2.6(c)e).
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8.24—Following agreement of the Nominated Exchange Date, the Market Participant must then
submit te-AEMO-the replacement Reserve Capacity Security arrangement =

{e}—in accordance with step 5-3-ofthis-Procedure;

{H——3.434 or 3.53:5 at least 10 Business Days before the agreed-Nominated Exchange Date;
and

8.2.5.4.2.8. with-a-duly-. The Reserve Capacity Security must be effective date-that-falls-no less
than five Business Days before the Nominated Exchange Date [Clause 4.13.2C(c)].

8264.29.  Within five Business Days of receiving the completed-replacement Reserve Capacity
awangementSecurlty AEMO must assess WhetheHh&a#angemenH&eemphanﬁMth

Rules—lts compllance by followmq the process in step 3 63—6

827 —If AEMO-assesses-the replacement-Reserve Capacity Security arrangement-as-is compliant
under-step-7-3-3;-AEMO-must-by, and before the Nominated Exchange Date, either:
(g)—net#yAEMO must follow the Reseﬁ%@apaeﬁy%eeumy—pmwder—and—the—retevam—%

Seeumws-a—Seeumy—Depesn—[-GlauseA—LsM(e)]-process in step 5. 45-4

&.2.9.As soon as practicablepractical after step +-3-4;4.2.104-2.10, AEMO must return the
supersededreplaced Reserve Capacity Security =

8.240-4.2.11. either in person to the Market Participant’s Authorised Officer; or by courier or
registered mail (requiring a signature on receipt-).

8.214—If AEMO assesses that the replacement Reserve Capacity Security arrangement-asis non--
compliant under step %3-3;4.2.94.2.9, AEMO must :

8.242.4.2.12. notify the Market Participant ef-the-decision-in-writing-withaccordingly (including

reasons; ) and prowde a new Nominated Exchange Date te—auewfor the Market Part|C|pant to

eﬁtmsﬁreeedwere submit.
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Figure-3—ReturaRecalculation of
Market Participant or . .
Applies for return of RCS after o] End of the relevant Capacity Year for the Facility's
meeting One Hundred Percent Test 4 operation
l +10 BD
A 4
AEMO AEMO
_| Determines if the Facility has met One No Yes Determines if the Facility has met Ninety
Hundred Percent Test By 30 Percent Test
(Step 8.2.1 and Cl 4.13.13) November (Step 8.1.1 and Cl 4.13.10)
of Year 4
of RCC
YES By 30 November of
+0BD No Year 4 of RCC
A \ 4
AEMO AEMO
Retumns the RCS < Draws upon the RCS
(Step 8.8) (Step 9.1)

9-14.3. Ninety-PercentFestforReturnthe amount of Reserve Capacity
Security

4.3.1. A Market Participant that-has-provided-may apply to AEMO for the amount of Reserve Capacity
Security held for a Facility to be recalculated® after the time and date specified in clause 4.1.21
of the WEM Rules (as modified or extended) [Clause 4.13.2A].

4.3.2.  AEMO must recalculate the amount of Reserve Capacity Security for a Facility using the
formula in clause 4.13.2(b) of the WEM Rules within 10 Business Days of receiving an
application under step 4.3.14-3-1 [Clause 4.13.2B].

4.3.3. |If the recalculated amount of Reserve Capacity Security, determined under step 4.3.24-3-2, is
the same as the original amount, AEMO must notify the Market Participant accordingly within

10 Business Days of receiving the application under step 4.3.14-3-%.

4.3.4. |If the recalculated amount of Reserve Capacity Security, determined under step 4.3.24-3:2, is
less than the original amount, then within 10 Business Days of receiving the application under
step 4.3.14-3-1, AEMO must:

(&) notify the Market Participant accordingly [Clause 4.13.2B(a)l;

S_For example, recalculation may be required if the quantity of Capacity Credits assigned to a Facility is less than the Certified Reserve Capacity
used to calculate the original amount of Reserve Capacity Security.
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(b)  offer the Market Participant the opportunity to replace the Reserve Capacity Security

[Clause 4.13.2B(b)]; and

(c)  return the excess Reserve Capacity Security if the Market Participant chooses to replace

its Reserve Capacity Security [Clause 4.13.2B(c)].

AEMO must recalculate the amount of Reserve Capacity Security for a Facility that was

4.3.6.

assigned Early Certified Reserve Capacity using the formula in clause 4.28C.9 of the WEM

Rule by the date and time specified in clause 4.1.13(b)(i) of the WEM Rules (as modified or

extended) [Clause 4.28C.12].

If the recalculated amount of Reserve Capacity Security, determined under step 4.3.54.3.5, is

4.3.7.

greater than the original amount, then AEMO must request additional Reserve Capacity

Security from the relevant Market Participant by the date and time specified in clause

4.1.13(b)(i) of the WEM Rules [Clause 4.28C.12(a)].

A Market Participant that receives a request under step 4.3.64-3:6 must provide additional

4.3.8.

Reserve Capacity Security within ten Business Days of AEMO’s request.

If the recalculated amount of Reserve Capacity Security, determined under step 4.3.54.3.5, is

4.3.9.

less than the original amount, then by the time and date specified in clause 4.1.13(b)(i) of the

WEM Rules (as modified or extended), AEMO must:
(a)  notify the Market Participant accordingly;

(b)  offer the Market Participant the opportunity to replace the Reserve Capacity Security

[Clause 4.13.2B(b)]; and

(c)  return the excess Reserve Capacity Security if the Market Participants chooses to

replace its Reserve Capacity Security [Clause 4.28C.12(b)].

If a Market Participant receives AEMOQO's notification under step 4.3.44.3-4 or 4.3.84-3.-8 and

4.3.10.

wishes to replace its Reserve Capacity Security, it must notify AEMO accordingly and request

the return of the excess Reserve Capacity Security [Clause 4.13.2C and Clause 4.28C.12(b)].

The Market Participant’s notification in step 4.3.94:3:9 must include:

5.

(a) the type of Reserve Capacity Security it will provide and evidence of compliance with

clause 4.13.5 of the WEM Rules [Clause 4.13.2C(a)];

(b)  the amount of Reserve Capacity Security calculated in accordance with clause 4.13.2(b)

or clause 4.28C.12 (as applicable); and

(c)  the Nominated Exchange Date for AEMO to return the excess Reserve Capacity

Security, which must be at least 10 Business Days after the Market Participant provides

the replacement Reserve Capacity Security.

RETURNING RESERVE CAPACITY SECURITY

5.1.

Eligibility and timing for returning Reserve Capacity Security

811511,

To be eligible for the return of Reserve Capacity Security before the end of the relevant

Capacity Year, a Market Participant must meet the following conditions-fer-thereturn-ef-its

{——operate the Facility

at

itsthe

has-operated-to-alevel-which-is- ne
Required Level, adjusted to 99-pereent100% of the-evel-ef Capacity Credits
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specified-inassigned under clause 4.20.5A of the Marke{WEM Rules—m for at least

two Tradlng Intervals :

| Formatted: Outline numbered + Level: 2 + Numbering Style:
a, b, c, ... + Aligned at: 1.25 cm + Tab after: 2.25cm +
Indent at: 2.25 cm

W@m@m%%%pmmm% Clause 4.13. 13(a)

and

1.2(a) the Facility must be in Commercial Operation status, as determined by AEMO under step
8-45.35.3 and clause 4.13.10B of the MarketWEM Rules [Clause 4.13.26}:13(b)].

6.2.45.1.2. A Market Participant that has-previded-Reserve-Capaecity-Seeurity-must-meetmeets the

following-conditions-to-apphy-tocriteria in step 5.1.15:-1-1 for a Facility may request AEMO fer
theto return ef-itsthe Reserve Capacity Security at any time before the end of the relevant

Capacity Year: [Clause 4.13.13].

AEMO must assess the eligibility against the conditions in step 5.1.15:-1-1 and return Reserve

Capacity Security for an eligible Facility must-have-eperatedwithin 10 Business Days of
receiving a request under step 5.1.25-+.2.

To be eligible for the return of Reserve Capacity Security after the end of the relevant Capacity

Year, a Market Participant must meet the following conditions:
(@) either: A ~| Formatted: Outline numbered + Level: 2 + Numbering Style:
. - . . . . a, b, ¢, ... + Aligned at: 1.25 cm + Tab after: 2.25 cm +
(i operate the Facility at atevel-equivalentto-tsthe Required Level, adjusted to 00 <. | ndent at: z_zgcm

pereentd0% of the level-of-Capacity Credits specified-in-assigned under clause

| Formatted: Outline numbered + Level: 3 + Numbering Style:
4.20.5A of the MarketWEM Rules;-n for at least two Trading Intervals-before-the i, i, i, .. + Aligned at: 2.25 cm + Tab after: 3.25 cm +

end-of the relevant Gapacity-Year;_or Indent at: 3.25 cm

(i)  provide a report under clause 4.13.10C of the WEM Rules [Clause 4.13.10(a)];
and

{)(b) the Facility must be in Commercial Operation status, as determined by AEMO under step < | Formatted: Outline numbered + Level: 2 + Numbering Style:
8:45.35.3 and clause 4.13.10B of the MarketWEM Rules [Clause 4.13.143}:10(b)]. a, b, ¢, ... + Aligned at: 1.25 cm + Tab after: 2.25cm +
Indent at: 2.25cm

5.1.5. In-accordance-with-clause-4-11.3B-of the-Market-Rules|f a Facility has met the conditions under

step 5.1.45.1.4, AEMO must determine the Regquired-Level-to-be-achieved (which-for-an
upgraded-Faciliv-iscaleulated-forreturn the Reserve Capacity Security as soon as practical
after the end of the Capacity Year, but no later than 30 November [Clause 4.13.10].

83.45.1.6. If the Reserve Capacity Security only relates to part of a Facility (for example, as a

result of an upgrade), then the Facility as a whole)for-each-Facility-asfollows: must meet the
requirements in either step 5.1.15:-2-2 or 5.1.45-14 to be eligible for the Reserve Capacity

Security’s return.

If the Facility is a Demand Side Programme, when assessing eligibility for the return of Reserve

Capacity Security, AEMO must:

(a) ___account for the requirements of clause 2.29.5E(f) of the WEM Rules; and < Formatted: Outline numbered + Level: 2 + Numbering Style:
. - a, b, c, ... + Aligned at: 1.25 cm + Tab after: 2.25cm +
(b) _exclude any Trading Intervals where the relevant Market Participant had a Reserve Indent at: 2.259 cm

Capacity Deficit greater than zero for another Demand Side Programme for which AEMO
does not have Reserve Capacity Security.
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5.2. Required Level

5.2.1. AEMO must calculate the Required Level for a Facility in accordance with clause 4.11.3B of the
WEM Rules.

83.25.22. For a Facility assigned Certified Reserve Capacity
under clause 4.11.1(a) of the MarketWEM Rules, the Required Level infor Trading Interval t is:

CCippx rpCirempien
TDCGTC

CCine X TDC(Temp(t))
TDC(41°C)

where:

CCine is the number-of-Capacity Credits initially-assigned under clause 4.20.5A of the
MarketWEM Rules;

TDC{Fempty(Temp(t)) is the FaeilityFacility’s output indicated-in-thefrom a Temperature
Dependence Curve at temperature Temp(t);

Temp(t) is the temperature during Trading Interval t measured aceerding-to-the-methodas
specified in the Facility's Standing Data-forthe-Faeility; and

TDC(41°6341°C) is the FacilityFacility’s output indicated in the Temperature Dependence Curve
at a temperature of 44-C-41°C.

833.5.2.3. for-Certified-Reservelf the Capacity Credits assigned to a Seheduled-Generatorora
Non-Scheduled-Generater-Facility under clause 4.11.2(b)-the-) of the WEM Rules are less than
the Certified Reserve Capacity, then AEMO must determine the Adjusted Required Level isfor
Trading Interval t as follows:

ZTeRe T T
ERE

RLcpe X CCiny
CRC
where:
RLcgc is the M value-that-equals-thefive-percent5% probability of exceedence-of-expected
generation-output-submitted-exceedance value provided in the report previdedrequired under
clause 4.10.3A(b) of the WEM Rules, or a-prepesedthe alternative MW-value submitted in the
report provided-under clause 4.10.3A(c);) of the WEM Rules;

CCin¢ is the number-of-Capacity Credits initially-assigned under clause 4.20.5A of the
MarketWEM Rules; and

CRC is the Certified Reserve Capacity assigned to the Facility (which-wasand used as the basis
for determining the Faeilitysinitial Required Level)-.
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0 ha M R

+ 2 A Market Participant may request AEMO in writing to
make-a-determination-whether-its-determine that the relevant Facility is in Commercial
Operation [Clause 4.13.10A].

9:4.4:5.3.1.

8:4.2.—To-decideln deciding whether a Facility is in Commercial Operation, AEMO must haveregard-to
the-account for all information described in clause 4.13.10B(a) of the MarketWEM Rules, and
may eonsider-have regard to any other relevantinformation submitted-by-the-Market-Participant
0B(b Rulesin dina—b notlimi -

Doc Ref: FINALDRAFT FOR CONSULTATION Page 33 of 36



MARKET PROCEDURE: RESERVE CAPACITY SECURITY é// / \E MO

AUSTRALIAN ENERGY MARKET OPERATOR

%%Resen;&@apae%e&%lause%—l%}—mclude but is not I|m|ted to

ef-Market Participant; a, b, ¢, ... + Aligned at: 1.25 cm + Tab after: 2.25cm +

(c)  Where- AEMO-receivesa statement by an application-for-Authorised Officer of the return < Formatted: Outline numbered + Level: 2 + Numbering Style:
Indent at: 2.25 cm, Tab stops: Not at 2.54 cm

(d)  technical documents, such as evidence of trading, transactions, or financial statements;

(e) for a Demand Side Programme, signed contracts with loads participating in the Facility;
and
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(i) whether the Facility has passed a Reserve Capacity Seeuritytest under step-8.-7-1-of this
Procedureclause 4.25.2 or a Verification Test under clause 4.25A.1.

{H——AEMO must wﬁhm—LO—Busmes&Days—ef—Feewt—ef—mat—app%auew
(-s)—determme whether

8725.3.3. a Facility is in Commercial Operation and notify the Market Participant i
writingaccordingly (with reasons) within 20 Business Days of its-determinationreceiving a

request under step-8-7-1(b);-and 5.1.15-1-1.

9.8.5.4.  ifapplicable;returntheHow AEMO returns Reserve Capacity
Security-in-accordance with step-8.8-of this Procedure to [Clause 4.13.14}.

8491541,  Wherelf AEMO is required to return Reserve Capacity Security to-eligible-Market
Participants-under steps-8-6-or-8-7-of-this Procedure, AEMOIt must either:

+-(a) notify the Reserve-Capacity-Security-providerand-the-relevant Market Participant i “aa Formatted: Outline numbered + Level: 2 + Numbering Style:

writingand provider that it relinquishes any rightsright to Draw Upon the Reserve a,b, ¢, ... + Aligned at: 1.25 cm + Tab after: 2.25cm +
Capacity Security, where-itis-in the case of a guarantee or bank undertaking Indent at: 2.25 cm, Tab stops: Not at 2.54 cm
[Clause4.13.14(e)};; or

1(b) return the cash deposn plus any interest earned by electronlc eashtransfer&e%heﬂMarket
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10—BRAWING-UPONRESERVE-CAPACIY-SECURHY

11.6. CONDIHONSHN-WHICH-AEMO-MAY-BRAWDRAWING UPON RESERVE
CAPACITY SECURITY

11416.1.1.  If a Market-ParticipantFacility fails to
Festachieve the performance requirements of step 5.1.45.1-4, then AEMO may Draw Upon the

Market-Participant's-Reserve Capacity Security held for that Facility as soon as practicable after
the end of the relevant Capacity Year and before 30 November of-Year[Clause 4-of the

relevant-Reserve-Capacity-Cyele [Clauses4.13.11 and Clause 4.13.11A].

11.2.1.6.1.2.  As soon as practicable after the end of the relevant Reserve-Capacity CyeleYear,
AEMO must apply the memesReserve Capacity Securltv drawn upon (after meeting AEMO'’s

costs-a ving) in step 6.1.16-1-1

as follows:

(a)  firsthyto offsetthe-costof-fundingprocure any Supplementary Reserve Capacity < | Formatted: Outline numbered + Level: 2 + Numbering Style:
Contractsforrequired; and a, b, ¢, ... + Aligned at: 1.25 cm + Tab after: 2.25cm +

Indent at: 2.25 cm, Tab stops: Not at 2.54 cm

{(v}——rebating any capacity shortage that- may stem-entirely-or-in-part-from-the Facility -not

appheabte—make—a—rebatepas,ment emaining amount to Market Customers in proportron
to their Individual Reserve Capacity ReguirementsRequirement during the Trading Month
in accordance with Chapter 9 of the MarketWEM Rules [Clause 4.13.11A].

6.1.3. _In determining when to rebate Reserve Capacity Security to Market Customers, AEMO must be
satisfied that:

(a)  any risk of a capacity shortfall as a result of the relevant Facility failing to demonstrate it «——— Formatted: Outline numbered + Level: 2 + Numbering Style:
capability has passed; and a, b, ¢ ... + Aligned at: 1.25 cm + Tab after: 2.25cm +

Indent at: 2.25 cm, Tab stops: Not at 2.54 cm

{w)(b) there is no longer any need to procure Supplementary Reserve Capacity for the relevant
Capacity Year.

11-2.26.1.4.  Where AEMO Draws Upon a Market Participant's Reserve Capacity Security, the
Market Participant forfeits itsany rights to the guarantee or bank undertaking or ferfeits-the
entiretotal amount of itsthe Security Deposit- (as applicable) [Clause 4.13.12].
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