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Gas, batteries firm as coal exits 

IT is instructive to com-
pare how two of Western 
Australia’s biggest energy 

businesses are managing the 
transition to renewable power.

Both Alinta Energy and Syn-
ergy are constructing big new 
wind farms in the Mid West; 
two of the largest projects on 
the Business News list of $2.6 
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• 616MW of 
capacity 
committed for 
construction, 
including 
394MW wind

• Muja C coal 
plant retirement 
date set

• Need for gas 
and storage 
to firm up 
intermittent 
renewables

• Market reform 
to incentivise 
support services

Key takeaways

Gas-peaking generation and utility scale batteries will become 
increasingly valuable in WA as coal power units are retired and new wind 
farms come online.

billion of energy investments 
under way or in the pipeline. 

Synergy’s Warradarge project 
will have a nameplate capacity 
of 180 megawatts, coming at an 
estimated cost of $500 million, 
and is being built by Vestas.

The government enterprise is 
funding the project through a 
joint venture with CBUS Super 
and Dutch Infrastructure Fund, 
and will offtake all the electric-
ity when completed next year.

Alinta’s Yandin wind farm will 
supply 214MW from mid-2020, 
and will be built by Vestas at a 
cost of $400 million.

But the big contrast is what 
will happen with the rest of 
their portfolios.

Wind farms are intermittent 
in their supply of power, so their 
actual output only occasionally 
reaches nameplate capacity.

This explains why Yandin 
was allocated less than 50MW of 
capacity credits by the Austral-
ian Energy Market Operator, 
although Alinta claims a long-
term capacity factor of more 
than 50 per cent, which means 
it will average output at above 
half nameplate capacity.

The intermittency has a 
flow-on impact.

Earlier this month, the state 
government set a long-awaited 
timeframe for the closure of 
two coal generation units at 
Synergy’s Muja power station.

The first unit will exit the 
market in October 2022, with 
the second to follow two years 
later.

Together they will take about 
388MW out of the South West 
Interconnected System.

It had been expected the 

units would be retired closer to 
the end of the 2020s.

The penetration of renew-
ables into the market is 
displacing coal early because 
coal generation does not easily 
adjust output to accommodate 
the intermittency of solar power 
and wind.

The Muja C units, for example, 
take about 50 minutes to turn fully 
on or off, according to the Austral-
ian Energy Market Operator.

A practical example of this 
competition between renew-
ables and coal occurred in 
January, when two coal units 
were turned off because of a 
high level of wind generation 
across the system.

The state government esti-
mated leaving Muja on beyond 
the new timeline would cost 
$350 million.

Alinta Energy, which is the 
second biggest power genera-
tor in WA by capacity, will be 
less impacted by the transition 
because most of its existing gen-
eration is from gas.

The company operates two 
gas turbines at Pinjarra, each 
with about 135MW capacity, 
and two at Wagerup of 196MW 
per unit.

The Pinjarra turbines can 
ramp-up to full capacity in 
about 14 minutes.

Alinta Energy general man-
ager WA Chris Campbell said 
that capability would support 
Yandin.

“Gas-fired generation is a 
very good complement to the 
intermittency of renewables, so 
we’re in a good position to really 
firm-up the renewables,” Mr 
Campbell told Business News.
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certainty about an investment 
… locking in capacity over a 
period of time,” Mr Harris said.

“From an investment point of 
view you can go to a bank and 
say, ‘I’m going to get revenue 
from ancillary services and 
capacity for the next 10 years’, 
and the bank can then lend you 
money to build that project.”

Merredin Energy chair Jon 
Biesse said the company’s gas 
peaking plant, an 82MW facil-
ity, would be of value in the 
changing market.

Moves to clear up the reg-
ulatory structure would be 
welcome, Mr Biesse told Busi-
ness News.

“The constant uncertainty 
and change equal risk for inves-
tors,” he said.

“The market has just been 

basically uninvestable and 
unbankable for the past five 
years, and we still don’t have 
complete clarity.

“There’s talk about putting 
more peak power in, but you 
can’t invest in the market at 
scale at the moment.

“ We’ l l get some clarity 
shortly; we’re very close to the 
end, but it’s been a pain.”

Mr Biesse said the changes to 
the capacity market would be of 
most benefit.

“When we built the power 
station the capacity price was 
$186,000 a megawatt, and now 
we’re looking sub $100,000 10 
years later,” he said.

“Providing 10 years’ of a range 
of pricing, which is what they’re 
proposing, is going to enable 
banks to model this industry 
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	 Gas-fired generation is a 
very good complement to the 
intermittency of renewables, so 
we’re in a good position to really 
firm-up the renewables 
- Chris Campbell 

“We’re probably fortunate 
here in WA that we do have a 
good amount of gas-fired gener-
ation in the market, so we can go 
down this road of more renewa-
bles in the system.”

Mr Campbell said wind power 
was competitive against tradi-
tional power sources.

“We’re really blessed with a 
great wind resource here in WA, 
great renewable resources,” he 
said.

“It is more competitive than 
coal-fired power or gas-fired 
power in the long term. It is 
really the lowest cost form of 
energy we can bring to market.

“Yandin … will be the biggest 
contributor to renewables here.

“It probably represents about 
5 per cent of the energy con-
sumed in the SWIS.”

In addition to Yandin, 
Alinta has a power offtake 
arrangement with the 130MW 
Badgingarra wind farm, oper-
ated by APA Group, which 
electrified in January.

Step on the gas
West Gen director Richard 

Harris said the market wel-
comed the clear timetable for 
the closure of Muja C.

He said as coal exited the 

market, it would likely be 
replaced with more gas and 
batteries.

New gas-f ired capacity 
would be required in about five 
years, Mr Harris said, meaning 
investors would need to start 
fleshing out projects. A couple 
of key reforms would need to be 
made first, however.

“Somebody better star t 
thinking about it soon,” Mr 
Harris said.

“A number of players in the 
market have identified that 
need (for gas power capacity).

“We don’t want to get to the 
point the only player that can 
build it is Synergy because the 
right signals are not there to 
make that private investment.”

Two important changes being 
considered by policy makers 
were reform of the capacity 
market and the introduction 
of a new ancillary services 
market, he said.

The capacity market pays 
generators a fee to be present in 
the system regardless of their 
output, to ensure enough facil-
ities are built to cover demand 
peaks.

“ They’re looking at just 
t we a k i n g [t he c apac it y 
market] to give more long-term 

and model returns and enable 
investors to also.”

A second move under consid-
eration by the state’s Energy 
Transformation Taskforce is 
an ancillary services market to 
incentivise provision of addi-
tional services on the grid, such 
as voltage control and spinning 
reserves.

That is becoming necessary 
as the proliferation of roof-
top solar panels adds pressure 
to the network, with about 
280,000 units installed in WA 
as of December 2018.

The grid is intended to oper-
ate at around 240 volts, but that 
can rise to as much as 258 volts 
when rooftop solar powers-up 
on sunny days.

The increase in voltage puts 
pressure on transformers 
across the network.

Mr Harris said batteries 
would be part of the solution 
to this problem, and an ancil-
lary services market would be 
the most efficient mechanism 
to support development of dis-
tributed, utility scale battery 
projects.

“Battery technology is get-
ting to the point it’s getting 
quite cost competitive, (it’s also) 
a bit more flexible,” he said.
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ONGOING

Project Owner Energy source Cost
6 Greenough River Solar Farm Expansion Bright Energy Investments Solar $60m
7 Albany-Grasmere refurbishment Bright Energy Investments Wind power ND
8 Onslow Microgrid stage two Horizon Power Microgrid ND
9 Standalone power systems roll out Western Power Standalone systems $9m

IN THE PIPELINE

Kondinin Lacour Energy Wind and Solar $250m
Cunderdin Solar Fam Sun Brilliance Solar $100m+
Byford Solar Farm WestGen Solar $70m
Collie Solar Farm Hadouken Solar $16m
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Gas and
batteries 
firm as 
coal exits

“I don’t see government set-
ting up any subsidy mechanism. 
It just needs the right mecha-
nism to get paid for what you 
actually deliver.”

A battery will also be part of 
Westgen’s Byford solar project, 
a $100 million development 
with 30MW of solar and a 10MW 
battery.

“We always designed the solar 
farm to include a large-scale bat-
tery at some point,” Mr Harris 
said.

“We’re now fast tracking that 
because it seems to us to make 
sense now.”

Rooftop solar panels have also 
meant that peak power usage 
has moved to be later in the day.

“If you don’t put a battery in, 
your solar farm doesn’t make 
sense any more,” Mr Harris said.

“That has come sooner than 
anyone anticipated.”

The Byford project is moving 
through engineering and financ-
ing, and Mr Harris was hopeful 
it would be under construction 
before the year is out.

Alinta’s Mr Campbell also saw 
an increased role for storage in 
the local market.

“Over time those things 
(battery, pumped storage) are 
becoming more competitive,” Mr 
Campbell said.
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388MW 
COAL POWER 
SCHEDULED TO EXIT 
BY 2024

National Electricity Market on 
the east coast.

“We’re really fortunate here 
that we’ve had pretty stable 
policy for quite some time,” Mr 
Campbell said.

“That’s led to a market that’s 
really operating very well, par-
ticularly if you contrast it with 
the east coast where obviously 
there are challenges.”

Other projects
The Alinta and Synergy wind 

farms are among five big power 
projects in WA, two of which are 
waste-to-energy plants.

More than $1 billion is being 
spent on Macquarie Capital ’s 
Avertas Energy project and 
the East Rockingham Resource 
Recovery Facility, which is 
owned by a venture including 
Hitachi, New Energy Corpora-
tion and Tribe Infrastructure 
Group.

Acciona was chosen as the 
contractor for the East Rocking-
ham facility in late August, with 
construction to start by the end 
of the year.

The contractor is already at 
work at the Avertas project.

In the solar field, two projects 
are under way and two have 
stalled.

The biggest is Risen Energy’s 
Merredin solar farm, which 
Risen purchased from Stellata 
Energy late in 2018.

Construction works for the 
132MW facility began in July, 
the company said.

“There’s definitely a place in 
electricity systems to look at 
alternative technology to supply 
firm energy and also provide 
other ancillary services.”

He cited the example of 
Alinta’s 30MW (11.4MW/hour) 
battery at Newman, supporting 
an iron ore mining operation.

Mr Campbell said the battery 

had firmed supply, improved 
efficiency of generation and 
added to network stability.

But he added that WA’s market 
was functioning better than the 
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  Merredin Energy

Emu Downs Wind Farm

Goldfields Power

Mumbida Wind Farm
APA Group  |  80

NP Kalgoorlie   |  68

WA’s LARGEST POWER RETAILERS 
RANKED BY  CONTESTABLE CUSTOMERS*� LEGEND: Retailer  |  Ownership  |  Contestable customers

Amanda Energy

Kleenheat

State government  |  5,998
Infratil 

869

n/a  |  38

Wesfarmers  |  107

Change Energy  |  n/a  |  25

AER Retail  |  Castelli Group  |  12

WA’s LARGEST GAS RETAILERS 
RANKED BY  CUSTOMERS - ESTIMATE� LEGEND: Retailer  |  Ownership  |  Customers

Origin Energy

Chow Tai Fook Enterprises  |  480,000

Wesfarmers  |  200,000

ASX-listed  |  15,000

Hoperidge Capital, Palisade 
Investment Partners  |  93

Synergy & Infrastructure Capital Group  |  55

Chow Tai Fook Enterprises  |  2,858

Newgen 
Neerabup

Newgen  
Kwinana

Sumitomo 
Corporation & 
Kansai Electric 

Power Co  
434

ERM Power 
& Energy 

Infrastructure 
Trust 
342

Energy 
Infrastructure 

Trust & 
Sumitomo 

Corporation   
335

Collgar 
Wind 
Farm

Retail Employees Superannuation Trust   |  206

Chow Tai Fook Enterprises  |  897

State government  |  2,729 MW

WA’s LARGEST GENERATION BUSINESSES
RANKED BY  CAPACITY (MEGAWATTS)*� LEGEND: Generator  |  Ownership  |  MW

ASX-listed  |  33,000

Source: BNiQ, AEMO, ERA

* Use more than 50 megawatt hours annually

* Capacity controlled by company for 
AEMO dispatch, includes long-term leases

Synergy	 |  State government	 |  173
Perth Energy	 |  Infratil	 |  115
EGDC	 |  Energy Infrastructure Trust	 |  48
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ACCIONA to build $450m energy plant
28 Aug 2019

88 Energy snags UK oil firm for 
Alaska play
23 Aug 2019

ASX opens higher as energy stocks 
jump
22 Aug 2019

AGL to snap up Perth Energy in $93m 
deal
08 Aug 2019

$422m bid for Pacific Energy
24 Jul 2019 

$11.6m for energy in remote 
Aboriginal communities
09 May 2019 

Electric time for energy hopefuls
07 May 2019

The future of energy
07 May 2019

Energy choices and health: a fine 
balance
07 May 2019

SNC picked for energy contracts
07 May 2019

Sheffield signs LNG deal with 
Woodside, Energy Developments
22 Jan 2019 

88 Energy on track to drill Alaska oil 
well
07 Jan 2019

EGL to buy RCR energy assets
07 Jan 2019

Strike, Warrego shares soar on Perth 
Basin find
27 Aug 2019
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