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residential buildings residents or tenants may not want their electricity to be supplied by the 

cogeneration plant. This can mean that electricity from cogeneration plants will only be used to 

power common areas such as building lighting, ventilation and lifts, unless the cogeneration 

facility can deliver electricity at a price that is more attractive than those available through the 

retail market. 

Finally, a lack of price signals to capture benefits from co- & trigeneration that currently accrue 

to multiple parties is leading to under-investment in the sector. A single co- & trigeneration 

plant is not limited to fulfilling a single role, or addressing a single application: its benefits to 

various stakeholders in the sector can be ‘stacked’ together, which when combined may help 

justify its cost (such as the benefits of network support for DNSPs, improved productivity and 

product quality for commercial customers and generation for residential customers).  

2. The operation of cogeneration/trigeneration technology in other jurisdictions and the 

applicability of the technology to New South Wales 

Both cogeneration/trigeneration are proven technologies that are building market momentum. 

Cogeneration/trigeneration offer energy savings ranging between 15 and 40 per cent compared 

with the supply of electricity and heat from conventional power stations and boilers. It is a 

technology that can deliver significant emissions reductions, protect consumers from rising 

energy bills and reduce peak demand.  

Cogeneration/trigeneration makes economic sense where there is demand for the heat and 

electricity. Most cogeneration in New South Wales is in the manufacturing sector, but other 

common examples include: 

• Hospitals and health facilities 

• Hotels, cinemas and hospitality venues 

• Industrial / manufacturing facilities 

• Government offices of local, state and federal agencies 

• Multi-dwelling residential 

• Educational facilities, universities and TAFE 

• Commercial, multi retail and missed use commercial 

• Public utilities such as RailCorp and Sydney Water 

Co- & trigeneration offer the potential to reduce peak demand, thereby reducing the need for 

network augmentation. Analysis indicates that food, education and manufacturing sites offer 

the highest average peak demand reduction potential per site while industrial, health, food and 

education offer the highest peak demand reduction potential in total.  

This potential is already being felt in NSW where overall energy demand in NSW has fallen by 

9.3 per cent since its peak in 2007-08. Peak demand is also falling, with winter peak demand 

now 14.6 per cent lower than that in 2008 and summer peak demand 5.8 per cent lower than in 

2010-11.i While the reasons for this are varied, distributed generation such as co- & 

trigeneration has played a significant role in bringing about fall in demand.  

Co- & trigeneration offers NSW consumers an alternative to the business-as-usual approach in 

continuing to upgrade the network system to manage growing peak demand (at significant cost 

to consumers). Maximising these opportunities would help ease the upward pressure on the 

NSW network system and therefore consumer’s electricity bills.  

 



 

3. The economic viability of cogeneration/trigeneration technology in New South Wales 

including the impact of future gas prices on the running costs of 

cogeneration/trigeneration systems 

The majority of co- & trigeneration facilities in Australia are based on gas turbines or 

reciprocating engines. This is typically because natural gas is readily available and currently cost-

competitive.  

The financial feasibility of co- & trigeneration systems is a balance between the value of 

electricity and thermal output produced, and the capital and fuel costs used to produce them. 

The moderate price of natural gas and the rising price of electricity have historically supported 

co- & trigeneration development. However, uncertainty of future gas prices (or a lack of long-

term firm pricing options) and expectations of a rising price trend are emerging as major 

considerations when evaluating the financial feasibility of co- & trigeneration systems.  

Another consideration in the economic viability of co- & trigeneration systems is the potential 

shift to a bias for demand charges rather than energy charges in NSW. This would reduce the 

financial feasibility of co- & trigeneration systems as such systems generally only reduce the 

retail and network energy consumption charges and not the network demand charge.  

If the system site is on a demand-based network tariff, it is charged a ‘capacity’ charge based on 

the previous highest load demand recorded in the month, the past year or the highest demand 

historically. A single unit co- & trigeneration system usually cannot assume that these can be 

reduced because, whilst reliability and availability of co- & trigeneration plants is typically high, 

they do occasionally out and require scheduled maintenance.  

A shift to a bias for demand charges would lessen the financial benefits derived from co- & 

trigeneration in offsetting energy consumption charges that typically account for up to 65% of a 

total electricity bill. Proponents would continue to be subject to ongoing demand charges that 

can account for up to 30 per cent of a total electricity bill, thereby lessening the financial 

feasibility of co- & trigeneration systems.  

4. Any financial, public safety and/or other risks to prospective 

cogeneration/trigeneration customers 

Despite co- & trigeneration being a proven technology, developers (including DNSPs) consider 

the technology a risky venture, typically because: 

• The technology remains unfamiliar and can be seen as complex 

• Potential investors are generally not already in the business of energy generation and 

can be daunted by the technical and regulatory requirements 

• Objective reliable information about cogeneration can be difficult to obtain and there 

may be a lack of financing options and skilled labour.  

The provision of better information is an important way to reduce this risk. This is an area where 

the NSW government can play a greater role by correcting a shortage of reliable information on 

co- & trigeneration systems (in particular on the economic viability of such systems) through the 

provision of readily available tools and information that assist potential customers to make 

reliable feasibility assessments.  
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