


Compliance with the Market Rules is the third major driver to ensure high technical standards are 

maintained. The station's reserve capacity obligation must be verified twice each year in a full power 

test and the system of reserve capacity refunds places a very strong financial incentive for generators to 

undertake adequate maintenance to ensure high plant availability. The tailoring of the refunds 

encourages generators to maximise availability at those times when the power system is most likely to 

need the station's output. 

In our particular case there is a further layer of performance monitoring. Operations and maintenance 

is contracted out by a third party and the contract requires regular reports from this operator including 

details of compliance with all necessary statutory obligations. The operator is specifically required to 

undertake its work in accordance with Good Electrical Industry Practice. Through this contract 

Merredin Energy is essentially undertaking the role that is taken by the ERA through the licence but on a 

more regular basis. 

The main purpose of the licence is to ensure that a generator has the technical capability and financial 

strength to ensure that the power station can be built as planned and then operated efficiently for its 

planned lifetime. Merredin Energy agrees with the position put forward in the Consultation Paper that 

"there are sufficient regulatory and commercial arrangements in place to effectively manage the 

operation of generating works, without the need to licence generators". We also agree with the point 

raised by other electricity market participants that "the cost of complying with a generation licence 

outweighs the benefits of being licensed". 

In summary, Merredin Energy supports the proposed amendment to remove the requirement for 

Generation Licensing from the Electricity Industry Act. 

Yours faithfully 

John Delicato 

General Manager 


