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Dear Kris 

AER’s Transmission STPIS Review issues paper 

Transgrid welcomes the opportunity to respond to the Australian Energy Regulator’s (AER) issues paper 
on the transmission service target performance incentive scheme (STPIS) review. The issues paper 
initiates the AER’s review of the STPIS, specifically the Market Impact Component (MIC) and Network 
Capability Component (NCC), for transmission network service providers (TNSP) and seeks feedback on 
ways to refine the STPIS to ensure it is fit for purpose. 

As the NSW TNSP, Transgrid must plan for, build, maintain and operate the backbone of this new grid 
while meeting our obligations to maintain the safety, reliability and security of the transmission system in 
accordance with the National Electricity Rules (NER). The purpose of the STPIS is to provide incentives to 
TNSPs to improve or maintain a high level of service for the benefit of participants in the National Electricity 
Market (NEM) and end users of electricity.  

We support the objectives of STPIS and believe that one of the core responsibilities of TNSPs is to ensure 
that outages are managed prudently and have minimal impact on consumers. However, we do not believe 
the current MIC scheme is fit for purpose as it is not achieving the MIC’s core objective – that is to 
incentivise TNSPs to meet consumer expectation. This is because, as the AER has rightly stated, the 
priorities and challenges facing TNSPs are very different to those which they faced over the last two 
decades.   

Transgrid supports the AER’s work to review STPIS and address issues within the scheme. We believe it is 
important to have an incentive framework that is fit for purpose and works as intended. 

As an ENA member, we support the submission made by the ENA. The rest of our submission outlines our 
views with the MIC and NCC. 

MIC 

The MIC provides a reward or penalty based on the impact of transmission outages on wholesale market 
outcomes. The AER states that the MIC is not providing incentives as intended. There are two main 
problems: 
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Given this data, we do not believe that altering the MIC marginal value will meet the objectives of 
the MIC. 

 Target rewards and penalties - The other alternative approach considered by the AER is attempting
to better target rewards and penalties by increasing the selectivity of constraints that count towards the
scheme.  This does not address the issue of the unsuitability of using historical average annual outage
hours to project future performance for target setting, noting that the quantity of planned outages is
expected to significantly increase over the coming years and decades to deliver the AEMO Integrated
System Plan, as required to progress the transition to renewables.

The current and alternative solutions do not address the core issues with the MIC and therefore do not 
meet the objectives of the MIC as they: 

 Do not provide an incentive to TNSPs to minimise the impact of outages and,

 do not encourage TNSPs to minimise the impact of outages as it has consistently applied a
maximise penalty on TNSPs regardless of their outage management strategy.

As such, we believe that a reporting only scheme would be in the best interest of consumers as it will 
provide visibility to consumers whilst encouraging TNSPs to pursue an outage strategy that minimises 
impacts to the market and therefore consumers.   

RECOMMENDATION: Transgrid encourages the AER to consider the above-mentioned factors and 
remove penalties and rewards of the MIC and convert it to a reporting only scheme. 

NCC 

The NCC is designed to fund and provide incentives to increase the efficient capability of existing assets in 
the network when most needed, while maintaining adequate levels of reliability. 
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