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transparency and investor certainty noting that AEMO already has discretion to override
inaccuracies it perceives in reports and that new entrants shifting peak LSG intervals — not
‘bias’ is likely to be the cause of the rapid decreases
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Proposal 11:

1.

Where the RCM reference technology has the highest
short-run costs in the fleet, the BRCP methodology can use
the simpler gross cost of new entry (CONE) approach, as
this will be the same as the net CONE.

Where the RCM reference technology does not have the
highest short-run costs in the fleet, the use of net CONE
approach would need to be considered together with all
other factors that may influence investment decisions.

The BRCP will be set based on a facility located in the least
congested part of the network. If there is no uncongested
network location to accommodate the size of the lowest
fixed cost technology, the Network Access Quantity (NAQ)
regime may affect the choice of reference technology. This
location will be considered as part of the ERA’s regular
review of the BRCP methodology.

Support retaining gross CONE, noting that under a gross CONE approach, congestion does
not need to factor in the BRCP calculations.

Do not support moving to net CONE at any stage.

We understand that the key risk that this approach aims to resolve is storage capacity
receiving excessive returns due to it not having the highest short-run costs and being
overcompensated where more expensive facilities set the price.

Noting MJA’s and ERA’s findings about revenue adequacy for storage and flexible
capacity, we suggest that a greater risk is inadequate incentives for investment and

- introduce significant complexity for negligible benefit, and

- undermine investment certainty, noting the difficulty of forecasting the energy and
ESS revenues a storage facility may derive from the WEM to adjust the BRCP
(especially as



Proposal 12:

1.

The administered RCM price curve for the flexible capacity
product will be the same as the one used for the peak
capacity product, as defined in WEM Rule 4.29.1(b)(iv).

The capacity price paid to a facility providing flexible
capacity will never be lower than the peak capacity price.

Proposed facilities will have the option to seek a five-year
fixed price for flexible capacity, on the same basis as is
currently available for peak capacity. A facility must opt for
a fixed price for both products, it cannot select fixed price
for one product and floating price for the other.

We have some concern that the current conditions for fixing a capacity price are only
available where the excess level is within a very narrow band and suggest
consideration of whether these conditions should be broadened both for flexible and
peak capacity products.

Given the revenue adequacy and uncertainty concerns for flexible capacity
highlighted by MJA and ERA's effectiveness review, we suggest further consideration
of whether the proposed price curve, BRCP method and 5-year contracting scheme
are sufficient to bank a project before the expected shortfall in capacity is expected
in 2027, or whether further practical considerations are required.

We also suggest further consideration of whether amendments to the current price
cap and floor regime are required to ensure existing capacity has appropriate signals
to participate.

In the absence of a separate investment initiative, a broader review of peak capacity
product price curve (existing RCP cur2.12 R nW*027



Proposal 13:


https://aemo.com.au/-/media/files/gas/national_planning_and_forecasting/wa_gsoo/2021/wa-gas-statement-of-opportunities-gsoo-report.pdf?la=en

- If the BRCP does not cover these costs, generators would need to be permitted to
recover them in the RTM and the price cap would need to significantly increase,
noting that we expect generators would not recover these costs otherwise based on
average run times.

- The paper lacks adequate justification for why a separate duration requirement for
capability class 2 facilities. We do not perceive a reason why different durations
should apply to different self-selected classes.

- Having two different availability requirements with similar payments for either would
create an uneven playing field and result in generators abandoning class 1.

- Only a few facilities would be required to meet either gap, especially for the full
duration. Once a gap is filled, other facilities offering less than either 14 hours or the
class 2 duration would not be contributing less to reliability, all else being equal.
Consequently, further penalties for not meeting either duration (or incentives for the
opposite) would present unnecessary costs. For example, if duration were considered
a product like reserve capacity and flexible capacity — a lower price would be
offered to avoid the total cost of the product bought continuing to increase.

- The ERA’s effectiveness review outlined that there’s inadequate revenue to justify
storage investment, and MJA’s analysis showed this is the same for other types of
flexible capacity like aero OCGTs (p.47). This proposal may impose further penalties,
where further incentives are required for investment in flexible capacity.

- The paper infers that the duration gap would apply regardless of business days, which
may significantly increase the requirement (and costs) compared to currently.

5. Support.
Position on methods for the class 3 facilities
Our preferred method is the unamended hybrid.

Compared to the Delta, it provides a more robust sample for forecasting output during
future system stress periods. While CRC is based on performance at times of actual system
stress, Alinta Energy’s analysis shows that there have been so few ‘high system stress’
intervals in the WEM that the Delta Method allocates CRC based on generators’ average
output in as few as 3 observations. This would result in volatility and a highly uncertain
investment signal, undermining the incentive to invest. It also results in implausible results,
with Albany Grasmere Wind Farm being assessed as a near firm resource (at an ~80%
capacity factor) while Walkaway Wind Farm would only 10% of its maximum capacity in
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Proposal 15:

1.

CRC allocation will remain on an installed capacity (ICAP)
basis, with refunds payable for any forced outage.

The reserve margin in the first imb of the Planning Criterion
will be set at the greater of the fleet-wide Equivalent
Forced Outage Rate (EFORd) and the largest contingency
expected at system peak, with AEMO assessing both each
year.

Where, over a three-year period, a facility has an EFORd
higher than 10%, AEMO will be required to reduce its CRC
by the EFORd.

The method for calculating EFORd will also account for
forced outages reported at times the relevant facility had
not been called to run.

A facility whose CRC has been reduced under clause
4.11.1(h) will be excluded from the calculation of fleet
outage rate for the purposes of setting the planning
criterion reserve margin.

Support.
Support

While we recognise the intent, we suggest that the benefit of this proposal in terms of
increasing generator availability may be limited noting that generators with higher
outage rates tend to be those that run more often - i.e. mid-merit or baseload plant —
and therefore already have the highest incentives to be available (assuming no other
external factors like coal supply restrictions). We also note that this subset of generators
may become smaller with increasing levels of intermittent generation and flexible
capacity required to meet net zero targets and this would limit the reach of the reform
and potentially make it more unbalanced compared to these other facilities that are
less exposed.

If implemented, we recommend that AEMO retain some discretion to avoid a scenario
where an event outside the generator’s control triggers the penalty and impacts its
future accreditation (and the reserve capacity price) despite the issue being fully
rectified. This discretion in relation to outages is already contemplated in the rules
where clause 4.27.3A¢% allows AEMO to assess whether the outage(s) were attributable
to specific, infrequent events or are indicative of an underlying performance
deficiency.

Reforms to outage quantities may also be required to avoid over-reporting which
occurs as outages must be reported as the difference between available generation
and maximum capacity.

If implemented, a transitional approach to accounting for outages may need to be
undertaken due to the differing interpretations of outage reporting by participants and
the over-reporting issues identified above. This would be a similar approach to the
Scheduled Generator availability reforms where the Refund Exempt Planned Outage
Count set outages prior to 1 June 2016 to zero.

Finally, some consideration may need to be given to the interaction with the NAQ
regime.



6 Reserve Capacity Performance Monitoring and request for performance or performance improvement reports where outages are above a certain threshold.



To ensure independent estimates of intermittent generator Alinta Energy does not support AEMO procuring the independent expert reports because:
output, AEMO will procure exp(_art reports to derive estimates of - The data in the chart does not appear to reliably support that there are significant
performance on behalf of participants.

declines in the first 5 years of their operation. That the plants are not grouped
according to their year of entry also complicates this, considering CRC methods have
changed dramatically during the life of older generators, as have the timing of peak
LSG intervals with
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