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Summary  

This document provides additional information and justification to support the efficiency of our Stand Alone 
Power Systems (SAPS) program. This is in response to the Australian Energy Regulator’s (AER) 2024-29 
Draft Decision1 and commentary.  

SAPS costings as proposed in our 2024-29 Regulatory Proposal are efficient because: 

• We have recently gone to market for a ‘typical’ residential size SAPS installation and quotes 
obtained are higher than those values used to build up our Proposal costings 

• We are following the technical specifications and are generally sizing them appropriately (as per 
external consultant) to ensure that customers retain access to a grid-equivalent supply - providing 
the right level of reliability, system and security.  

2024–29 Regulatory Proposal 

Essential Energy proposed a new program of investment to roll out SAPS for the 2024-29 regulatory period. 
The program is expected to deliver approximately 400 SAPS or Off Grid Solutions (OGS) over the period 
with an increasing number of units delivered year-on-year from 40 to 120 per annum2. The total cost of this 
program is estimated to be $52M (FY24$) in the 2024-29 regulatory control period (RCP). 

Draft Decision 

As part of the Draft Decision, the AER was satisfied with total net forecast capex proposed for the 2024–29 
period, however, made note of concerns related to the efficiency of the SAPs program - with support of the 
total capex forecast contingent on providing further information to justify the costs of that program. 

The AER has referenced the EMCa report3 that noted the following: 

• The proposed units appear to have a high capital cost and would benefit from an assessment of the 
market-based testing that Essential Energy has undertaken to determine the efficient level of cost, and 
to ensure that competitive tension is maintained.  

• The proposed increase in installations from 40 to 120 units per year in the next RCP, from a base of 
5 in FY23 should provide an opportunity to achieve economies of scale, reflected in lower costs per 
unit. 

Essential Energy Response 

Essential Energy can demonstrate that the unit rates utilised in the SAPs forecast are efficient and are 
reflective of the efficient costs associated with deploying distribution network system provider (DNSP) grade 
units. These units have specific requirements relating to their design, sizing, supply and performance 
standards, customer coordination and engagement, reliability and communication requirements, site 
development/civil works and customer connection agreements. 

Recent market testing by Essential Energy, that was not available during discussions with EMCa and the 
AER through the regulatory proposal process, shows that the unit rates used in our forecast are lower than 
those currently being offered in the market, and hence are efficient. Further detail is provided below.  

In addition to information included in this document, independent analysis undertaken by Aurecon on the 
efficiency and prudency of our SAPS program technical specifications is available in confidential 
Attachment 4.02. This report confirmed that our specifications are appropriate, and our customers will be no 

 
1 AER, Essential Energy 2024-29 Draft Decision, Attachment 5 Capital Expenditure, September 2023, Link 
2 Essential Energy - 10.02.12 SAPS Investment Case - Nov22 - Confidential 
3 EMCa, Review of Essential Energy’s Proposed Expenditure for Climate-driven Network Resilience, August 2023,  Link 
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Essential Energy agrees that there might be some improvements in costing as the scale of standardised 
installations increases or tenders are able to be completed in volume, however, we also note that each of the 
components of a SAPs solution already have established economies of scale. For example, PV systems, 
diesel generators and to a lesser extent batteries, and therefore are not expected to have further substantial 
reductions in unit costs. Meanwhile the labour components of SAPS installation are less likely to be scalable 
due to the isolated locations of SAPS, and the sporadic nature of customer agreements and bespoke 
installation requirements.  

In practice, the prudency of each individual SAPS solution is investigated and determined on the merits of 
that business case with much more complete information. Based on the current market data, it appears that 
there is a greater risk of underestimating than overestimating costs at this early stage of the program 
especially considering the supply chain constraints that still exist post-COVID19 manufacturing issues.  

It would therefore be appropriate for the SAPS costs in the January 2023 proposal to be considered efficient 
and hence accepted, given those costs are below current information available about efficient market-based 
costs, and this would also account for any limited scale efficiencies that may be available. Based on our 
intended roll-out program over the next few years, we expect to have better information to establish firmer 
cost data for future regulatory submissions. 

Specification of SAPs Units 

In 2020, Essential Energy engaged Global Sustainable Energy Solutions (GSES), who are experts in 
renewable energy, to prepare a baseline SAPS technical specification for Essential Energy (CEOS5070 
SAPS Technical Specification). The AER was provided with this document during their review of the SAPS 
program. 

CEOS5070 provides the minimum requirements for the design, supply, installation, commissioning and 
monitoring of a SAPS in compliance with the National Electricity Network Safety Code, relevant Australian 
standards and Essential Energy’s electrical safety rules.  

Essential Energy’s external tier 1 SAPS suppliers are provided with the SAPS technical specification, along 
with information on site specific considerations to adequately quote for a proposed SAPS site.  Site specific 
considerations include –  

- climate  

- location  

- environmental considerations  

- existing infrastructure (electrical wiring and switchboard condition)  

- load data  

- communications  

- existing installation and protection   

- and importantly customers future energy considerations, to capture expected electrification growth – 
renovations, appliances, machinery, electric vehicles plans, etc.  

Aurecon was separately commissioned to undertake an independent review of the technical specifications to 
ensure that it was not over-specified, and therefore would ensure efficient costs. The table below shows 
Aurecon’s assessment of technical requirements for DNSP SAPS performance standards (as per the 
National Electricity Rules (section 5.13 Table S5.13.1) and how Essential Energy’s technical specification 
reflects these requirements. Aurecon did not find any aspect of the technical specifications that sought to 
exceed performance requirements and as such do not impose a higher capital cost to the units above and 
beyond the requirements of the AEMC legislation. 










