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30 April 2021 
 
 
James Hay 
Deputy Secretary Energy Climate Change and Science  
Chief Executive, Energy Corporation of NSW 
Department of Planning, Industry and Environment  
 
By email: rez@planning.nsw.gov.au    
 
Dear Mr Hay, 
 
CENTRAL-WEST ORANA (CWO) RENEWABLE ENERGY ZONE (REZ) ACCESS SCHEME 
ISSUES PAPER  

Origin Energy Limited (Origin) welcomes the opportunity to provide comments to the Department of 
Planning, Industry & Environment (DPIE) on its Issues Paper on access schemes for the CWO REZ. 
We broadly support the DPIE’s work on implementing renewable energy zones and consider that 
REZs have an important role to play in ensuring an orderly transition. 
 

DPIE should refine the design features of the proposed access schemes 

• The appropriate access scheme should include the following design features:  

o Flexibility – granular or interval-based rights are crucial. We do not support flat, 24-hour 
rights as they are inflexible and impractical for renewable energy and storage. 

o Firmness – Proponents need confidence in the level of firmness of the access rights they 
purchase. The design should therefore look to address potential issues that can 
undermine firmness, such as insufficient revenue for compensation under a financial 
model or if the REZ cap is too high in a physical access model.  

o Long tenure – the term of access rights should be long enough for projects to be 
financeable (i.e., for the life of the project). DPIE could also consider allocating rights for 
the life of the transmission asset if the rights are tradeable and portable. 

 

• Generally, Origin considers that more information is needed on the design features, including how 
access rights would work in practice; and how caps and sub-caps would be implemented.  

o Capacity caps – More detail is needed for Origin to form a firm view on this aspect. 
However, we provide some preliminary views below.  

▪ If centrally determined caps are being considered, the basis on which this would 
be done should be made clear with the approach subject to consultation.  

▪ Factors that could be considered in setting the cap include: the level of congestion 
proponents are willing to bear; the likely generation profile of plant; system 
security requirements; and the risks of under or over utilisation. 

▪ As far as practicable the approach in setting caps should be market driven. Under 
Option 2B, the market could determine the total cap of the REZ – e.g., tier 2 rights 
could be allocated for free without any hard caps on capacity. Tier 1 rights would 
still be capped and allocated through a competitive auction process. 

o Storage – We agree that DPIE should undertake further work to incentivise storage to 
participate in a REZ. Incentives should ideally be aimed at alleviating congestion and 
supporting a more smoothed profile of generation from the REZ. 

o Non-storage load could also be incentivised to participate, for example, through reduced 
user charges. 
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Finalising the other key features of the REZ framework is a necessary precondition in 
understanding the implications of the various access design choices  

• DPIE should look to finalise other key features the framework, including on the development of 
new infrastructure within the CWO REZ and how this will be accessed by participants. This is 
crucial in providing proponents with the necessary information to make informed decisions around 
the design choices, and their participation in the REZ process.   

• DPIE should therefore commence consultation on the rest of the framework which should include 
discussions with developers to get a better understanding of the key commercial drivers. In our 
view this work will need to precede any capacity allocation process. Issues that will need to be 
resolved include:  

o Allocation process: The timing and workings of the allocation process and how it interacts 
with the long-term energy service agreements (LTESA), and clarity on how access fees 
will be set. 

o Connections and boundaries: Further details on hubs, boundary points and boundaries 
are needed to ensure projects are being developed in a way that allows them to benefit 
from the proposed access scheme. This includes providing indicative locations for hubs as 
soon as practicable; more information on how they will be used; clarity on whether 
connections would only occur via the hubs; and details on how the REZ boundary will be 
finalised. 

o Opportunities for improving coordination of the connection process through the REZ 
planning framework: For example, in choosing the location of hubs, the planner could 
consider the practical connection requirements of generators (e.g. direct feeder routes). 
There may also be opportunities for coordination in terms of broad system security 
considerations. 

 

The above points are discussed in greater detail in Attachment A. Should you have any questions or 
wish to discuss this submission further, please contact Sarah-Jane Derby at 

or by phone, on  
 
Yours sincerely 

 
Steve Reid  
Group Manager, Regulatory Policy 
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• We support exploring options to determine “caps” or utilisation through a 
market-driven process.  

• Under a physical access scheme, this could be achieved by developers and 
generators having input into the development of caps and any technology-
specific sub-caps. 

• Under Option 2B, tier 2 rights could be allocated for free by the REZ 
administrator, without any hard caps on capacity. The market would decide 
what the efficient level is by choosing whether to connect as tier 2 access 
holders (or a mix of tier 1 and tier 2). Proponents wishing to access tier 2 
rights would face the financial risk of having to compensate tier 1 holders if 
they cause congestion in the REZ. This would send efficient connection 
signals and would lead to optimal outcomes, without the need for a hard 
cap. Tier 1 rights would remain capped and subject to a competitive auction 
process. 

• DPIE should explore this option further, noting further work may be needed 
on how interval-based rights would work under this option and how capacity 
would be optimised within the REZ. 

• The REZ administrator could still have a role to play in managing power 
system security requirements at connection, noting that it is unclear how this 
would be dealt with under the current access proposals. 

Shape, 
coverage and 
nature of rights  

Flat, 24-hour rights would be impractical – flexible rights are a necessity  

• We do not support flat, 24-hour rights. These rights are impractical for 
renewable generation and may not necessarily incentivise firming in an 
efficient manner.  

• Generally, we would not support options that require generators to purchase 
access when it is not needed (e.g., nameplate capacity at night for a solar 
farm). 

• We support interval-based rights – granular rights chosen by each 
proponent based on its generation profiles would be the most efficient 
option.  

 

More information is needed on how access rights would work under both options 

• The paper states that, under Option 1, proponents would need to purchase 
rights for their nameplate capacity and technology type, and not based on 
their generation profile (as with Option 2B). It is not clear how this would 
work in practice and how the rights would be priced. 

• We would welcome clarity on how tier 1 and tier 2 rights under Option 2B 
would be optimised in the allocation process. More detail is needed on how 
the requirement to hold rights to cover nameplate capacity (as noted in the 
Issues Paper) would apply in practice under this option – e.g., would 
proponents be required to hold nameplate capacity for a certain amount of 
dispatch intervals but not others?  

Trading of rights The ability to trade access rights would improve efficiency of the REZ  

• We generally support the ability to trade access rights where possible – 
trading would improve flexibility and may improve incentives to connect. 
However, we acknowledge that trading may not always be practical or 
possible. 

• Regardless of the trading approach (bilaterally or centrally), transparency 
will be important to underpin transaction confidence. We support the 
establishment of a publicly available register of rights – including ownership 
and volume details. 
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• Would sub-stations at hubs be the responsibility of generators or part of the 
shared network? This would likely affect access and the viability of projects.  

• Should the access scheme rely on the development of new sub-stations or 
hubs, it is important that indicative locations are shared with participants as 
soon as possible to allow for efficient planning and project development. 

• Similarly, the number and location of boundary points would also affect 
access.  

While some of these details may be worked through progressively, they will need 
to be made clear prior to the allocation of access rights. This will ensure projects 
can benefit from the proposed access schemes.  

Choice of 
boundary 

More details are needed on how REZ boundaries will be chosen 

• We also understand that DPIE will be consulting further on the exact boundary 
of the CWO REZ later in the year – we welcome clarity on how the REZ 
boundary will be chosen and whether it would be subject to change as the 
project develops. For example, will the boundary of the REZ solely be based 
on geographical location or will it be electrical? 

• It is also unclear how existing lines and generation within the indicative CWO 
REZ boundaries will be treated. Presumably, generation connected to (or new 
generation connecting to) existing lines located inside the geographical 
boundary of the CWO REZ will not form part of the REZ and will be unable to 
connect to it/purchase rights.  

Coordination 
of the 
connection 
process 

The practical connection requirements should be factored into the planning 
process 

• It is not completely clear what the role of the government (versus the TNSP) is 
in the REZ planning process and so it is difficult to comment on the potential 
for additional coordination in terms of connection. 

• Generally, we consider there may be opportunities to improve coordination of 
the connection process through the planning of REZs.  

• For example, the planner may consider the following: 
o In assessing where to locate a sub-station, the planner should factor in 

the routes that generators will need to use to access the sub-station.  
o Feeder routes within the REZ that involve crossing multiple properties to 

get to the sub-station may be problematic, while more direct routes 
would be preferable. 

• As noted earlier, it is unclear what role, if any, the REZ administrator would 
have in coordinating power system security when allocating capacity, to 
ensure that connection issues are minimised.  

 




