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1. INTRODUCTION 

1.1. Purpose and scope 
1.1.1. This is the Market Procedure for Capacity Credit Allocation (Procedure) made under clause 9.4.18 of 

the Wholesale Electricity Market Rules (WEM Rules). 
1.1.2.  This Procedure has effect only for the purposes set out in the WEM Rules and the WEM Rules prevail 

over these Procedures to the extent of any inconsistency. 
1.1.2. The purpose of this Procedure is to: 

(a) provide an overview of the Capacity Credit Allocation process; 
(b) outline when Capacity Credits are able to be traded bilaterally; 
(c) outline the processes that:  

(i) a Market Generator must follow when submitting or withdrawing a Capacity Credit 
Allocation Submission [clauses 9.4.1 to 9.4.3 and 9.4.12]; 

(ii) AEMO must follow when deciding whether to approve or reject the Capacity Credit 
Allocation Submission [clauses 9.4.4 to 9.4.6]; 

(iii) a Market Customer must follow when making a Capacity Credit Allocation 
Acceptance [clauses 9.4.7 and 9.4.8];  

(iv) AEMO must follow when determining whether to approve or reject the Capacity 
Credit Allocation Acceptance [clauses 9.4.9 to 9.4.11]; 

(v) Market Generators, Market Customers and AEMO must follow to reverse a Capacity 
Credit Allocation [clause 9.4.14]; and 

(vi) a Market Generator [clause 9.4.16] or AEMO [clauses 9.4.15 and 9.4.17] must follow to 
amend Capacity Credit Allocations after a termination of Capacity Credits; and 

(d) outline the factors AEMO will take into account when considering whether: 
(i) the Trading Margin of a Market Generator specified as the provider of Capacity 

Credits is likely to be negative after allocating Capacity Credits as outlined in a 
Capacity Credit Allocation Submission [clauses 9.4.5(b) and 9.4.10(c)]; or  

(ii) the Trading Margin of a Market Customer specified as the receiver of Capacity 
Credits is likely to be negative after the reversal of a Capacity Credit Allocation 
[clause 9.4.14(b)]. 

1.1.3. This Procedure applies to:  
(a) AEMO; 
(b) Market Generators with Capacity Credits that are able to be traded bilaterally; and  
(c) Market Customers.  

1.1.4. In this Procedure where obligations a conferred on a Rule Participant, that Rule Participant must 
comply with the relevant obligations in accordance with clauses 2.9.7, 2.9.7A, 2.9.7B, 2.9.7C and 2.9.8 
of the WEM Rules, as applicable. 

1.1.5. Reference to particular WEM Rules within the Procedure in bold and square brackets [clause XX] are 
included for convenience only and are not part of this Procedure.  
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1.2. Definitions and interpretation 
Terms defined in the WEM Rules have the same meanings in this Procedure unless otherwise 
specified in this clause. 
The words, phrases and abbreviations in the table below have the meanings set out opposite them 
in the table when used in this Procedure.  

Term Definition 
Post-Amended Procedure Version 4.0 of the Market Procedure: Capacity Credit Allocation (published as 

Appendix 6 of the Procedure Change Report for AEPC_2019_03) as in force 
immediately after 8:00 AM on the Procedure Change Commencement Day. 

Pre-Amended Procedure This version 3.0 of the Market Procedure: Capacity Credit Allocation 
(published as Appendix 4 of the Procedure Change Report for 
AEPC_2019_03) as in force until immediately before 8:00 AM on the 
Procedure Change Commencement Day. 

Procedure Change 
Commencement Day 

The Trading Day when the Post-Amended Procedure comes into effect, as 
determined by AEMO in its Procedure Change Report for AEPC_2019_03 
under clause 2.10.13(g) of the WEM Rules. 

Procedure Change 
Commencement Month 

The Trading Month when the Post-Amended Procedure comes into effect, as 
determined by AEMO in its Procedure Change Report for AEPC_2019_03 
under clause 2.10.13(g) of the WEM Rules. 

1.2.1. The following principles of interpretation apply to this Procedure unless otherwise expressly 
indicated:  
(a) references to time are references to Australian Western Standard Time; 
(b) terms that are capitalised, but not defined in this Procedure, have the meaning given in the 

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

to the extent of the inconsistency; 
(d) a reference to the WEM Rules or Market Procedures includes any associated forms required 

or contemplated by the WEM Rules or Market Procedures; and 
(e) words expressed in the singular include the plural and vice versa. 

1.2.2. On and after the Procedure Change Commencement Day, notwithstanding that the Post-Amended 
Procedure applies, each Rule Participant: 
(a) must comply with its obligations under the Pre-Amended Procedure (as if it were in force) 

with respect to Trading Months before the Procedure Change Commencement Month; and 
(b) may do anything that it is permitted to do under the Pre-Amended Procedure (as if it were 

in force) with respect to Trading Months before the Procedure Change Commencement 
Month. 

1.3. Related documents 

1.3.1. The following Market Procedures (available on the Market Web Site1) provide background 
information to this Procedure: 
(a) Notices and Communications; and 

                                                      
1  Available at http://aemo.com.au/Electricity/Wholesale-Electricity-Market-WEM/Procedures.   
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(b) Information Confidentiality. 

2. SUMMARY OF CAPACITY CREDIT ALLOCATION PROCESSES 

2.1. Process Overview 
2.1.1.  A Capacity Credit Allocation is the allocation of Capacity Credits from a Market Generator to a 

Market Customer for a Trading Month. A Capacity Credit Allocation effectively allocates the benefit 
of Capacity Credits from a Market Generator to a Market Customer for settlement purposes 
[chapter 11]. 

2.1.2. A Market Generator may submit one or more Capacity Credit Allocation Submissions for a Trading 
Month to AEMO [clause 9.4.1]. 

2.1.3. The Capacity Credit Allocation process outlined in clause 9.4 of the WEM Rules is generally 
summarised as follows and as outlined in Figure 1 below: 
(c) A Market Generator may submit a Capacity Credit Allocation Submission to AEMO with 

respect to the allocation of Capacity Credits to a Market Customer.  
(d) AEMO must approve the Capacity Credit Allocation Submission unless required to reject it 

(for one of two specified reasons). 
(e) (Once AEMO approves the Capacity Credit Allocation Submission) The Market Customer 

may submit a Capacity Credit Allocation Acceptance to AEMO with respect to the allocation 
of Capacity Credits from the Market Generator.  

(f) AEMO must approve a Capacity Credit Allocation Acceptance unless required to reject it (for 
one of three specified reasons). 

(g) (Once AEMO approves the Capacity Credit Allocation Acceptance) The Capacity Credit 
Allocation will have an ACCEPTED status in Figure 1 and will be accounted for in settlement. 

2.2. Process Details 
2.2.1. All interactions between AEMO and Market Participants referred to in this Procedure will be 

conducted through the Wholesale Electricity Market System (“WEMS”)2. 
2.2.2. The earliest and the latest date and time that Market Participants may make submissions or requests 

in relation to Capacity Credit Allocations for a Trading Month are published by AEMO in the 
settlement cycle timeline [clause 9.16.2]. These timeframes apply for the purposes of: 
(a) Capacity Credit Allocation Submissions submitted by Market Generators; 
(b) Capacity Credit Allocation Acceptances submitted by Market Customers; 
(c) withdrawals of Capacity Credit Allocation Submissions by Market Generators; and 
(d) requests to reverse Capacity Credit Allocations made by Market Generators and Market 

Customers. 
2.2.3. When making submissions, as outlined in step 4 of this Market Procedure, Market Participants should 

consider the time taken for: 
(a) the relevant counterparty to make any required submissions in relation to the Capacity 

Credit Allocation; and 

                                                      
2  For a more detailed description of the steps in relation to Capacity Credit Allocation processes in WEMS, refer to the Market 

Participant Interface Software User Guide (“User Guide”) available on the AEMO website (www.aemo.com.au). 
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(b) AEMO to make any decision in relation to the Capacity Credit Allocation. 
2.2.4. Notifications required under section 9.4 of the WEM Rules will be made in accordance with the 

Market Procedure: Notices and Communications. 
2.2.5. AEMO must process Capacity Credit Allocation Submissions, Capacity Credit Allocation Acceptances, 

requests to reverse a Capacity Credit Allocation and requests for the withdrawal of Capacity Credit 
Allocation Submissions in the order in which they are received by AEMO in WEMS. 

Figure 1: Process Overview 
MG submits CCA 

Submission [MR 9.4.1]

MC submits CCA 
Acceptance [MR 9.4.7]

MG withdraws 
CCA Submission 
[MR 9.4.12]

AEMO approves 
[MR 9.4.6] and 

notifies MG & MC

MG requests
CCA reversal

MC accepts
CCA reversal

Legend
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  Black  = AEMO action
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3. BILATERALLY TRADEABLE CAPACITY CREDITS 
3.1.1. For the purposes of this Procedure, bilaterally tradeable Capacity Credits are the maximum number 

of Capacity Credits that a Market Generator can allocate to a Market Customer for a Trading Month. 
3.1.2. DSM Capacity Credits are not bilaterally tradeable Capacity Credits [clause 9.4.2]. 
3.1.3. Capacity Credits covered by Special Price Arrangements are not bilaterally tradeable Capacity 

Credits. 
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3.1.4. Capacity Credits from Facilities subject to Network Control Service Contracts are bilaterally tradeable 
Capacity Credits [clause 4.29.3(d)(i)]. 

3.1.5. If a Capacity Credit is terminated, created or reinstated, AEMO must adjust the quantity of bilaterally 
tradeable Capacity Credits for a Market Generator to reflect the proportion of the Trading Month 
for which the Capacity Credit existed. 

3.1.6. For example, if as at 1 April, a Market Generator holds 100 Capacity Credits attributed to a Scheduled 
Generator, and all 100 Capacity Credits are terminated effective 16 April, the Market Generator will 
have 50 bilaterally tradeable Capacity Credits for April. 

4. CAPACITY CREDIT ALLOCATION SUBMISSIONS 
4.1.1. A Capacity Credit Allocation Submission is made by a Market Generator and must comprise the 

following information: 
(a) identitity of the submitting Market Generator holding the Capacity Credits [clause 9.5.1(a)]; 
(b) identitity of the Market Customer to which the Capacity Credits are to be allocated for 

settlement purposes [clause 9.5.1(b)]; and 
(c) the number of Capacity Credits (including part of a Capacity Credit) to be allocated to a 

precision of 0.001 MW [clauses 9.5.1(c) and 9.5.2]. 
4.1.2. Within one Business Day after receiving a Capacity Credit Allocation Submission AEMO must: 

(a) decide whether to approve or reject the Capacity Credit Allocation Submission 
[clause 9.4.4(a)]; and 
(i) if the Capacity Credit Allocation Submission is rejected, notify the Market Generator 

and provide the reason for rejection [clause 9.4.4(b) and (c)]; or 
(ii) if the Capacity Credit Allocation Submission is approved, notify the Market Generator 

and the Market Customer of the approval [clause 9.4.4(d)]. 
4.1.3. When deciding whether to approve or reject the Capacity Credit Allocation Submission AEMO must: 

(a) reject the submission if: 
(i) the Market Generator has insufficient bilaterally tradeable Capacity Credits available 

to allocate [clause 9.4.5(a)]; or 
(ii) AEMO reasonably considers that the Trading Margin of the Market Generator is likely 

to be negative after allocating the Capacity Credits as outlined in the Capacity Credit 
Allocation Submission [clause 9.4.5(b)]; or 

(b) otherwise, approve the submission [clause 9.4.6]. 
4.1.4. A Market Generator has insufficient bilaterally tradeable Capacity Credits available to allocate in a 

Trading Month (for the purposes of step 4.1.3(a)(ii) of this Procedure) if the following inequality holds:  
 

࡯࡯ ൏ ࡭࡯࡯ ൅	෍ࡰࡱࢀࢀࡵࡹ࡮ࢁࡿ࡭࡯࡯ ൅෍ࡰࡱࢀࡼࡱ࡯࡯࡭࡭࡯࡯	

where: 

Variable Units Definition 
 Capacity Credits Bilaterally tradeable Capacity Credits for the Trading Month ࡯࡯
	࡭࡯࡯ Capacity Credits The quantity of Capacity Credits nominated to be allocated in the 

Capacity Credit Allocation Submission being assessed 
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Variable Units Definition 
	ࡰࡱࢀࢀࡵࡹ࡮ࢁࡿ࡭࡯࡯ Capacity Credits The quantity of Capacity Credits associated with Capacity Credit 

Allocations for the Trading Month with a SUBMITTED status in 
Figure 1 

	ࡰࡱࢀࡼࡱ࡯࡯࡭࡭࡯࡯ Capacity Credits The quantity of Capacity Credits associated with Capacity Credit 
Allocations for the Trading Month with an ACCEPTED status in 
Figure 1 

4.1.5. The Market Customer to which the Capacity Credits have been allocated in a Capacity Credit 
Allocation Submission may only submit a Capacity Credit Allocation Acceptance once the Capacity 
Credit Allocation Submission has been approved by AEMO. This process is discussed in more detail 
in section 5 of this Procedure [clause 9.4.7]. 

4.1.6. A Market Generator may withdraw a Capacity Credit Allocation Submission provided that: 
(a) it is prior to the deadline referred to in step 2.2.2 of this Procedure; and 
(b) AEMO has not approved the corresponding Market Customer’s Capacity Credit Allocation 

Acceptance (i.e. the Capacity Credit Allocation does not have an ACCEPTED status in Figure 
1) [clause 9.4.12]. 

4.1.7. If a Capacity Credit Allocation Submission is withdrawn, AEMO must notify the corresponding Market 
Customer within one Business Day [clause 9.4.13]. 

5. CAPACITY CREDIT ALLOCATION ACCEPTANCES 
5.1.1. To accept a specific Capacity Credit Allocation Submission made by a Market Generator, the Market 

Customer must submit a Capacity Credit Allocation Acceptance. 
5.1.2. A Capacity Credit Allocation Acceptance applies to all of the Capacity Credits nominated in the 

Capacity Credit Allocation Submission. A Market Customer cannot accept part of a Capacity Credit 
Allocation Submission.  

5.1.3. Within one Business Day after receiving a Capacity Credit Allocation Acceptance AEMO must: 
(a) decide whether to approve or reject the Capacity Credit Allocation Acceptance [clause 

9.4.9(a)]; 
(b) notify the Market Generator and the Market Customer whether the Capacity Credit 

Allocation Acceptance is rejected or approved [clause 9.4.9(b)]; 
(c) provide the Market Customer of the reason for rejecting the Capacity Credit Allocation if it 

is rejected under clause 9.4.10(a) of the WEM Rules [clause 9.4.9(c)]; and 
(d) provide the Market Customer of the reason for rejecting the Capacity Credit Allocation 

Acceptance if it is rejected under clause 9.4.10(b) or (c) of the WEM Rules [clause 9.4.9(d)]. 
5.1.4. When deciding whether to approve or reject the Capacity Credit Allocation Acceptance AEMO must: 

(a) reject the Capacity Credit Allocation Acceptance if: 
(i) the corresponding Capacity Credit Allocation Submission was withdrawn under 

clause 9.4.12 of the WEM Rules [clause 9.4.10(a)];  
(ii) the Market Generator has insufficient bilaterally tradeable Capacity Credits available 

to allocate [clause 9.4.10(b)]; or 
(iii) AEMO reasonably considers that the Trading Margin of the Market Generator is likely 

to be negative as a result of the Capacity Credit Allocation [clause 9.4.10(c)]; or 
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(b) otherwise, approve the Capacity Credit Allocation Acceptance [clause 9.4.11]. 
5.1.5. The process to determine whether a Market Generator has insufficient bilaterally tradeable Capacity 

Credits available to allocate is the same as that outlined in section 4.1.4 of this Procedure. 
5.1.6. If the Capacity Credit Allocation Acceptance is rejected by AEMO, the Market Customer may submit 

another Capacity Credit Allocation Acceptance. It is recommended the Market Customer contact the 
corresponding Market Generator to resolve the cause of the rejection. 

6. REVERSING CAPACITY CREDIT ALLOCATIONS 
6.1.1. Once a Capacity Credit Allocation Acceptance has been approved by AEMO, the Capacity Credit 

Allocation has an ACCEPTED status as shown in Figure 1 and is considered for settlement purposes. 
This step 6 outlines the process under which an ACCEPTED Capacity Credit Allocation can be 
reversed to transfer the benefit of the Capacity Credits from the Market Customer back to the Market 
Generator.  

6.1.2. A Capacity Credit Allocation reversal request is made in relation to a Capacity Credit Allocation that 
has an ACCEPTED status in Figure 1. 

6.1.3. When it receives a Capacity Credit Allocation reversal request from a Market Generator, AEMO must 
notify the corresponding Market Customer. 

6.1.4. The Market Customer may then attempt to accept the Capacity Credit Allocation reversal request. 
6.1.5. Within one Business Day after a Market Customer has attempted to accept the Capacity Credit 

Allocation reversal request, AEMO must decide whether to reverse the Capacity Credit Allocation. 
6.1.6. AEMO must reverse a Capacity Credit Allocation if: 

(a) AEMO receives a request to reverse the Capacity Credit Allocation from the Market 
Generator and the Market Customer before the date and time published by AEMO 
[clause 9.4.14(a)]; and 

(b) AEMO reasonably considers that the Market Customer’s Trading Margin is not likely to be 
negative after the reversal [clause 9.4.14(b)]. 

6.1.7. If AEMO cannot reverse the Capacity Credit Allocation because the conditions in clause 9.4.14 of the 
WEM Rules are not met, then AEMO must notify the Market Customer. 

6.1.8. If AEMO reverses the Capacity Credit Allocation, then AEMO must notify the Market Generator and 
the Market Customer. 

7. AMENDMENTS TO CAPACITY CREDIT ALLOCATIONS 
7.1.1. If the termination of a Market Generator’s Capacity Credit results in the number of Capacity Credits 

allocated by that Market Generator exceeding the number of bilaterally tradeable Capacity Credits 
held by that Market Generator for any Trading Month, AEMO must notify the Market Generator 
within one Business Day [clause 9.4.15]. 

7.1.2. The excess identified under step 7.1.1 for a particular Market Generator in a particular Trading Month 
is calculated as: 
 

࢙࢙ࢋࢉ࢞ࡱ ൌ෍ࡰࡱࢀࡼࡱ࡯࡯࡭࡭࡯࡯ െ 		࡯࡯



MARKET PROCEDURE: CAPACITY CREDIT ALLOCATION 

 1 June 2019 Page 11 of 12
 

where: 
Variable Units Definition 

 Capacity Credits Bilaterally tradeable Capacity Credits for the Trading Month ࡯࡯
 Capacity Credits The amount of Capacity Credits associated with the Market ࡰࡱࢀࡼࡱ࡯࡯࡭࡭࡯࡯

Generator’s Capacity Credit Allocations for the Trading Month 
with an ACCEPTED status in Figure 1 

7.1.3. The Market Generator’s ACCEPTED Capacity Credit Allocations must be amended to reduce the 
excess identified to exactly zero.  

7.1.4. Capacity Credit Allocations are amended by either: 
(a) the Market Generator, within two Business Days of being notified [clause 9.4.16]; or 
(b) AEMO, within one Business Day after the deadline for the Market Generator to make an 

amendment [clause 9.4.17]. 
7.1.5. AEMO must notify any Market Customer that has its Capacity Credit Allocation amended by a Market 

Generator under clause 9.4.16 of the WEM Rules. 
7.1.6. When AEMO is required to amend a Market Generator’s Capacity Credit Allocations for a Trading 

Month [clause 9.4.17] it uses the following methodology: 
 

ࢊࢋࢊ࢔ࢋ࢓ࢇ,࢏࡭࡯࡯ ൌ ቆ
࢚࢔ࢋ࢛࢘࢘ࢉ,࢏࡭࡯࡯
∑ ࢏࢚࢔ࢋ࢛࢘࢘ࢉ,࢏࡭࡯࡯

ቇ ൈ 	࡯࡯

where 
Variable Units Definition 
 Capacity Credits The Capacity Credit Allocation, i, after AEMO amends it ࢊࢋࢊ࢔ࢋ࢓ࢇ,࢏࡭࡯࡯
 Capacity Credits The Capacity Credit Allocation, i, prior to AEMO amending it ࢚࢔ࢋ࢛࢘࢘ࢉ,࢏࡭࡯࡯

 MW The number of Capacity Credits held for that Trading Month by ࡯࡯
the Market Generator that are allowed to be traded bilaterally 
under the WEM Rules 

7.1.7. AEMO must notify any Market Generator and the corresponding Market Customers after their 
Capacity Credit Allocation is amended by AEMO, within one Business Day from the deadline 
specified in clause 9.4.16 of the WEM Rules [clause 9.4.17(b)]. 

8. ASSESSING TRADING MARGINS 
8.1.1. AEMO is required to reasonably consider whether a Market Participant’s Trading Margin is likely to 

be negative when deciding to approve or reject the following submissions/requests: 
(a) Capacity Credit Allocation Submission [clause 9.4.5(b)]; 
(b) Capacity Credit Allocation Acceptance [clause 9.4.10(c)]; and 
(c) reversing a Capacity Credit Allocation [clause 9.4.14(b)]. 

8.1.2. A Market Participant may allocate Capacity Credits to itself provided it is registered as both a Market 
Generator and a Market Customer, which will result in no change to its Trading Margin. 

8.1.3. When considering whether a Market Participant’s (MP) Trading Margin is likely to be negative after 
a Capacity Credit Allocation for a particular Trading Month is established or reversed, AEMO 
calculates the change the action will have to the Market Participant’s Outstanding Amount, ∆࡭ࡻ 
using the following formulae: 
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(a) ∆ܱܣ ൌ െݏݕܽܦ௘௫௣௢௦௘ௗ ൈ ܣܥܥ∆ ൈ 1.1 ൈ ܥܴ ்ܲெ 
(b) ∆ܣܥܥ ൌ ൫ܣܥܥ௥௘௖,௡௘௪ െ ௥௘௖,௢௟ௗ൯ܣܥܥ െ ൫ܣܥܥ௠௔ௗ௘,௡௘௪ െ  ௠௔ௗ௘,௢௟ௗ൯ܣܥܥ
where: 

Variable Units Definition 
 days The number of complete Trading Days in the past from the Trading ࢊࢋ࢙࢕࢖࢞ࢋ࢙࢟ࢇࡰ

Month associated with the CCA. 
 per Capacity $ ࡹࢀࡼ࡯ࡾ

Credit 
(ex GST) 

The daily Reserve Capacity Price for the Trading Month associated with 
the CCA, calculated as the Monthly Reserve Capacity Price associated 
with the CCA divided by the number of days in the Trading Month 
associated with the CCA. 

 Capacity Credits If MP = MG then number of CCs associated with the CCA after the ࢝ࢋ࢔,ࢋࢊࢇ࢓࡭࡯࡯
action, else 0 

 Capacity Credits If MP = MG, then number of CCs associated with the CCA before the ࢊ࢒࢕,ࢋࢊࢇ࢓࡭࡯࡯
action else 0 

 Capacity Credits If MP = MC, then number of CCs associated with the CCA after the ࢝ࢋ࢔,ࢉࢋ࢘࡭࡯࡯
action, else 0 

 Capacity Credits If MP = MC, then number of CCs associated with the CCA before the ࢊ࢒࢕,ࢉࢋ࢘࡭࡯࡯
action, else 0 

 


