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Dear Brett
The Department of Premier and Cabinet, Energy and Technical Regulation Division
(ETR) welcomes the opportunity to comment on the Essential Services Commission
of South Australia's (ESCOSA's) inquiry into licensing arrangements for generators in
South Australia.
ETR supports ESCOSA's draft decision to maintain special licence conditions and to
expand the scope to include all technologies in South Australia. While national
consistency and market based options are preferred, it is worth noting that South
Australia's electricity system has been changing more rapidly than the rest of the
National Electricity Market (NEM). Synchronous generation has been increasingly
displaced by non-synchronous generation and interconnector imports. The State's
deep penetration of wind generation, relatively low demand and low interconnectivity
is internationally unique. Consequently, it is essential to consider specific conditions
that must be applied in South Australia to maintain system security and reliability,
until NEM-wide solutions can be implemented.
Consistency of ESCOSA's licence conditions for new and existing generation is a
worthy goal. Applying licence conditions only to new generation would postpone any
benefit that may be gained by introducing new requirements. As noted in our
previous submission, it is not unusual for energy industry organisations to comply
with changes in rules and laws where reasonable consultation and assessment of the
costs and benefits have been undertaken. The increase in scope of this inquiry to
include all technology types, however, requires further analysis to determine the
costs, impacts and benefits any new requirements will have on existing generation.
ETR also recommends ESCOSA conduct further consultation on this topic once such
additional information and analysis is made available to stakeholders.
It is important that any new conditions are set at levels that are sufficient to ensure
system security and reliability, with any benefit gained fr<?m setting higher levels to be
balanced against the cost of implementation and impacts on existing investments.
ETR recommends that ESCOSA assess the potential for existing generators to
comply with changes and determine reasonable transition arrangements when
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implementing new conditions. Regardless, priority always should be on ensuring that
system reliability and security is maintained as the generation fleet changes.
It is important to ensure as new technologies replace conventional generation,
system security is not degraded. The operation of the electricity system, particularly
generators, will need to change to accommodate and contribute system services that
have traditionally been provided implicitly. Consequently, ETR supports the majority
of the Australian Energy Market Operator's (AEMO's) recommendations to ESCOSA
regarding technical standards to apply to South Australian generators with the
following differences:
•

Under current arrangements, where new entrants are likely to reduce system
strength it is the responsibility of the Network Service Provider (NSP) to
negotiate performance standards with the new generator to maintain
recommended levels. ETR supports the addition of licence conditions that
clarify these system strength arrangements between NSPs and new
generators.
AEMO's report notes these arrangements effectively place a 'causer pays'
responsibility on the connecting party, and the potential for exploring
opportunities to ensure the first generators have the best configuration
possible to accommodate future generation was discussed at the ESCOSA
workshop. ETR considers the current 'causer pays' approach provides clarity
and investment certainty. A methodology that requires 'first mover' generators
to provide support for speculative future generators could itself result in
inefficiencies if additional generators are never located in the local area.

•

AEMO has not recommended fast frequency response (FFR) and inertia
requirements as part of ESCOSAs license conditions. The SA Government
considers them necessary to ensure stability of the electricity network as it
transitions to accommodate new loyv carbon technologies that may displace
existing synchronous generators. Consequently, the SA Government is
investigating suitable inertia and FFR specifications for inclusion in its
Generator Development Approval Procedure.

If you wish to discuss our comments on this submission, please contact Ms Rebecca
Knights, Director - Energy Policy and Projects, Energy and Technical Regulation
Division on (08) 8226 5500.
Yours sincerely
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Executive Dir ctor
Energy and Technical Regulation
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