1 June 2023

Energy Policy Western Australia
EPWA-info@dmirs.wa.gov.au

Reserve Capacity Mechanism Review

The term “unprecedented” has been rather discredited by overuse but it most certainly applies to the
energy transformation process currently underway. The entire base-load fleet of coal-fired generators is
to be removed from service in something less than 10 years. This is to be replaced by intermittent
generation and the main centre of generation is to be replaced by a range of different production
locations. To achieve success, a substantial number of new generation projects will need to
simultaneously progress, on schedule, through the processes of planning, financing, approvals,
construction and connection to the grid. Concurrently, substantial changes to the transmission network
are required to provide access to these new production locations.
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Unless this balance is maintained, there will be public opposition that will potentially put the whole process
at risk. The need for reliable supply is the focus of Perth Energy’s general comments.

De-risking of the transformation process

Closure of Synergy and Bluewaters coal fired plant will progressively remove around 1300 MW of capacity
from the system. Replacement of this by multiple projects delivering windfarms, batteries and some gas
firming plant will require a succession of new developments to be put in place as well as transmission
access being available. Relying on every one of these new projects being delivered into the market on-
time, to ensure that reliability targets are not breached, will be a massive challenge.

Perth Energy suggests that the risk of shortfall could be reduced if an additional MW reserve margin is
added to the reserve capacity target through this period. One option would be to add a margin equivalent
to the largest new committed project (in case this is not delivered on time). An alternative would be to
add a margin eq



Ensuring the reserve capacity mechanism encourages new capacity

The RCM has not been a major factor in






Perth Energy supports this proposal.

Proposal F:

Set IRCR for flexible capacity based on the three days with the highelsbtourpwards ramp at any
time during the year.

Require AEMO to publish the forecast ramp so that consumers can monitor and respond to the cost
signal.

Perth Energy supports this proposal.

DSP CRC

Proposal G:

Where a DSP has:
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Perth Energy supports this proposal.

Proposal H:
Remove Consumption Deviation Applications (CDAs) from the assessment of DSP CRC.

Perth Energy supports this proposal.

Proposal I:
Allow sites with collocated load and generation or storage to be Associated Loads of a DSP.

Perth Energy supports this proposal.

Proposal J:

Adopt a dynamic baseline to measure DSP disgsdiormance against.
Continue to assess the detailed dynamic baseline methodology.
Consider reducing the number of hours that DSPs can be dispatched.

Perth Energy supports this proposal.

Testing

Proposal K:

Require facilities holding flexible capacitgdits to be tested for start, stop, restart, and minimum
running times; ramp capability; and minimum stable loading level.

Allow facilities to pass flexible capacity tests by observation.






Capacity refunds for both peak capacity and flexible capacity will be paid from a single pool of capacity
payments.
Capacity réunds for flexible capacity will be capped at a set portion of total capacity revenues.

This proposal needs to be thought through a little more. A plant that experiences high levels of
unavailability can be required to refund its full reserve capacity payments and, because of the dynamic
refund charge, this may occur well before the end of the capacity year. The risk in having all refunds paid
in this way is that there may be limited incentive for a plant to continue to provide the flexibility service
during August or September when the requirement may be high.

Some refund obligation must be left with flexible providers through to the end of the capacity year. This
may require flexibility refunds to be capped in some way.

Proposal Q:

Calculate a dynamic refund multiplier for flexible capacity based on a comparison of the actual ramp
requirement in the interval and the ramp rate used to set the flexible capacity Reserve Capacity
Requirement (RCR).

Apply the greater of the peak and fiebe multipliers to refunds for facilities supplying both capacity
products.

Require AEMO to publish the projected load ramp rate alongside the load forecast.

Perth Energy does not support setting refunds based on the greater of the peak and flexible refunds for
plants that supply both. These are different services and, as noted above, they are expected to be
delivered in different seasons. The refund mechanism must ensure that each service is appropriately
incentivized and, as noted above, that the incentive to deliver flexibility remains for the full capacity
year.

Proposal R:

Amend the Maximum Facility Refund for DSPs to include the DSM Reserve Capacity Security.
DSPs which voluntarily surrender Capacity Credits during the Capacity Year wilheirf@6M Reserve
Capacity Security in proportion to the amount of the reduction.

Perth Energy supports this proposal.

Proposal S:

Distribute collected capacity refunds to participants, responsible for loads, rather than other capacity
providers.

Perth Energy supports this proposal.

The EUE Target in the Planning Criterion
Proposal T:
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