QCME
\&/

CHAMBER OF MINERALS AND ENERGY WA
7 August 2025
Energy Policy WA
Level 1, 66 St Georges Terrace

Perth WA 6000

Sent via email: energymarkets@deed.wa.gov.au

Dear Energy Policy WA,

Power System Security and Reliability (PSSR) Standards Review

The Chamber of Minerals and Energy of WA (CME) is the peak representative body for the resources
sector in Western Australia. CME is funded by member companies responsible for 90 per cent of the
State’s mineral workforce employment.’

In 2023-24, the WA resources sector accounted for 45 per cent of WA’s economic activity,2 93 per cent
of goods exports® and 43 per cent of investment.* The sector contributed one third (31.5 per cent) of the
WA Government'’s general revenue via royalties, payroll and other taxes and fees,® enabling the provision
of essential public goods and services such as doctors and nurses, teachers and police. CME's 2023-24
Economic Contribution Survey found that the WA resources sector supported 3 in 10 jobs in the State.®
Access to low emission, reliable and globally cost-competitive energy is critical to the ongoing viability
and decarbonisation of the WA resources sector.

Review of PSSR Standards for the SWIS

The Power System Security and Reliability (PSSR) Standards Review by Energy Policy WA (EPWA) aims
to ensure Western Australia’s electricity system remains secure, reliable, and adaptable amid the
transition to higher shares of renewable energy in the South West Interconnected System (SWIS). CME
understands that this review aims to deliver a consistent, single end-to-end PSSR Standard to ensure
efficient investment, planning, and operation across the SWIS, reflecting deficiencies in the current
framework including duplication, gaps, and overlaps across regulatory instruments, each with separate
governance and change processes. This lack of coordination also leads to inefficiencies and
inconsistencies in managing power system reliability and security.

CME is broadly supportive of the proposed changes in this review. Our submission focuses on Sections
3.4, 3.5, 3.7 and 3.8 of the consultation which relate to the SWIS system strength framework, co-
ordinating assumptions and inputs for forecasting, customers’ ability to negotiate or change their level
of reliability through non-reference services and governance of PSSR standards, respectively.

However, CME and our members remain concerned about rising costs in the SWIS and the impact this
will have on the viability of existing operations as well as the development of new strategic industries.
Sharp increases in all components of electricity costs have resulted in an estimated doubling in total
delivered wholesale costs over recent years.” The prospect of additional cost increases related to

1 Government of Western Australia, 2023-24 Economic Indicators Resource Data File, full-time equivalents onsite under State legislation, Department of
Energy, Mines, Industry Regulation and Safety, 29 October 2024.

2 As measured by gross value add (GVA). Australian Bureau of Statistics, 5220 Australian National Accounts: State Accounts, Table 6.

3 Department of Energy, Mines, Industry Regulation and Safety (DEMIRS), 2023-24 Economic Indicators Resource Data File, released 29 October 2024.

4Includes Gross Fixed Capital Formation plus minerals and petroleum exploration. Australian Bureau of Statistics, 5220 Australian National Accounts: State
Accounts, Table 25. Australian Bureau of Statistics, 8412 Mineral and Petroleum Exploration, Table 4.

5 Includes royalties, Commonwealth grants from North West Shelf royalties and iron ore lease rentals plus surveyed expenditure on payroll and other taxes
and fees. Government of Western Australia, 2023-24 Annual report on State finances, Department of Treasury, 27 September 2024, Table 2.1 Operating
Revenue: General Government, pp 164-165; CME 2023-24 Economic Contribution Survey.

6 Direct and indirect jobs. CME, 2023-24 Economic Contribution: Western Australia, March 2025.

7 CME, Energy Costs in Transition: Decarbonising Western Australia’s South West Interconnected System (SWIS), September 2024.
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maintaining system strength as synchronous generators retire is therefore concerning and must be cost-
effectively managed. CME notes that the PSSR standards are focused on the reliability limb of the State
Electricity Objective (SEO) but must ensure that this reliability is achieved at the lowest costs.

Sections 3.4 and 3.5: SWIS System strength framework and co-ordinating assumptions
and inputs for forecasting

System strength affects how well a power system can recover from faults and maintain stable voltage.
This is becoming a challenge as synchronous generators retire and Inverter Based Resources (IBRs) like
batteries, wind and solar become more common, making it even more important to forecast and manage
system strength.

AEMO's system strength review in the 2025 Wholesale Electricity Market (WEM) Electricity Statement of
Opportunities (ESO0)? highlights that system strength is expected to decline significantly in key areas as
synchronous generators retire. Locations such as Shotts Terminal, Merredin, Cunderdin, and the North
Country are particularly at risk with operational measures and new investments likely needed to maintain
system stability. Maintaining grid reliability is essential to the productivity and international
competitiveness of SWIS-connected resources operations, but just as critical is this electricity being low
cost. We recommend any additional costs to ensure system strength as synchronous generators retire
must be optimised as part of a lowest-cost transition to a low emission and reliable grid.

Proposal 12 response

CME is supportive of the new definition of System Strength (below) to harmonise the current WEM
definition with the proposed Australia Energy Market Commission’s (AEMC) definition to capture both
locational considerations and the need to capture steady state operation and disturbances.

“System Strength relates to the ability of the power system to resist changes to the voltage
waveform in a particular location, both during steady state operation and following a
disturbance, including, but not limited to, a sudden change in a Load or an Energy Producing
System, the switching of a Network element, tapping of transformers and faults.”

Proposal 13 response

CME supports a single, aligned forecasting approach to help the Network Operator to forecast and
maintain minimum fault levels for network protection, and strongly agrees with the need for robust public
consultation. There are currently multiple forecasts of future demand and energy mix in the SWIS over a
10-year period to inform system strength related investments. This includes AEMO’s WEM ESOO and
GS00, EPWA’s Whole of System Plan (WOSP), ad hoc studies like the SWIS Demand Assessment and
Western Power’s Transmission System Plan (TSP) which must account for power system security and
reliability standards and requirements under the ESM Rules and the Technical Rules.

We recommend there is clarity on which organisation is ultimately responsible and accountable for
finalising and publishing the forecasts, and whether it will impact the current ESOO process. AEMO or
the organisation responsible should continue to regularly review the actuals against the forecasts to
better evaluate the methodology being used.

Proposal 14 response

CME would support the proposal to require the Network Operator to develop and publish its methodology
for calculating minimum fault level requirements at each transmission node to allow annual assessment
under the Transmission System Plan each year and resolve issues as necessary. The transparency of
this approach will provide confidence that investments are being made prudently. However, the
consultation paper identified that there is currently no mechanism to address system strength issues
that emerge post-connection. Therefore, it would be good to obtain further guidance on how the Network
Operator intends to address this.

8 AEMO 2025, Wholesale Electricity Market Electricity Statement of Opportunities (ESO0), Chapter 6, p.92
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Proposal 15 response

CME agrees that the Network Operator needs to be proactive in investing and maintaining system
strength to address any forecast shortfalls required to host new inverter-based resources. The use of
competitive mechanisms to ensure efficient cost is also welcome. This is especially important given
large increases in all components of delivered energy costs in the SWIS over recent years.

One option to provide low-cost system strength could be requiring new battery storage facilities entering
the SWIS to have the ability to operate in a grid-forming manner as well as a grid-following manner to
provide flexibility in the system at low cost.

With regard to the expected future portfolio of inverter-based resources, CME is concerned that the
current pipeline of committed capacity on the SWIS does not appear consistent with a least-cost grid
transformation. Modelling commissioned by CME in our 2024 report — Energy Costs in Transition:
Decarbonising the SWIS — indicates a lowest-cost pathway to a low emission grid requires a large amount
of new renewable generation (especially wind), substantial new gas firming capacity and the delivery of
greater-than-4-hour battery storage. In contrast, less than 15 per cent of committed new capacity in the
2025 WEM ESOO was energy generating, and all committed battery storage projects were one to four-
hour in duration. However, it was pleasing to see the battery storage duration requirement (ESRDR) has
now been set at 6 hours for the 2027-28 year (previously 4-hours), reflecting longer periods of peak
demand in the evenings.

Reflecting the above, CME supports the theme in the WEM Operation Effectiveness Report of better
integrating the State Electricity Objective (SEO) within the Electricity System and Market (ESM) Rules. In
particular, we believe there should be a stronger focus on ensuring the lowest possible total delivered
system price, while maintaining reliability, as the SWIS transitions to a low emissions grid.

Proposal 16 response

CME would be supportive of a collaborative approach in forecasting inputs and assumption between
EPWA, AEMO and the Network Operator that will bring about consistency in forecasting. This has been
discussed further under Proposal 13.

Section 3.7 Customers’ ability to negotiate or change their level of reliability through non-
reference services

Proposal 18 response

CME believes that the proposed framework (Proposal 18) in which customer outcome standards can be
modified as part of a non-reference service will provide improved clarity and transparency to our
members. This will allow members to negotiate prices directly with Western Power that appropriately
reflect the customer’s required level of reliability.

Section 3.8 Governance of PSSR Standards
Proposal 19 response

CME does not have any concerns with the allocation of roles and responsibilities in the proposed
governance framework for PSSR Standards in Proposal 19 (and as outlined in Table 14).
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Table 14: Proposed governance framework for PSSR Standards in the ESM Rules

Governance Activity Responsible Advisor™ Compliance Appeals Enforcement

Party body
Rule changes Minister for Reliability NA Electricity N/A
Energy/ Panel Review
Coordinator Board
of Energy
Confirming Initial Network AEMO (for NA N/A ERA
Compliance with User Operator Large User
Standards Facilities)
Monitoring Large AEMO None AEMO N/A ERA
ongoing User
compliance Facilities
";’“h ods  Medium  Network None Network N/A ERA
standaras User Operator Operator
Facilities
AEMO compliance with AEMO - ERA ERA

ESM Rules obligations,
including system
standards
Network Operator Network - ERA ERA
compliance with ESM Operator
Rules, including
network standards

Dispute resolution Arbitrator Technical NA NA
mechanism on Experts
Application of

Standards™

In conclusion, CME broadly supports the Coodinator’s proposed changes as part of the PSSR review and
have provided some suggestions for consideration regarding Proposal 3.4 on SWIS System Strength.
Should you have any questions regarding this submission, please contact Aaron Walker (Head of

Economics) on
Yours sincerely,

%{Mw

Anita Logiudice
Director of Policy and Advocacy
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