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Transmission Service Target Performance Incentive Scheme 

Proposed amendments — Explanatory Statement — 6 November 

2024 

 

EnergyAustralia is one of Australia’s largest energy companies with around 2.4 million 

electricity and gas accounts across eastern Australia. We also own, operate and contract a 

diversified energy generation portfolio across Australia, including coal, gas, battery 

storage, demand response, wind and solar assets, with control of over 5,000MW of 

generation capacity. 

We appreciate the opportunity to comment on the Market Impact and Network Capacity 

components of the AER’s Service Target Performance Incentive Scheme (STPIS) for 

transmission. AER staff have been especially open to engaging on this issue and we 

commend them on their efforts to consider changes to the STPIS that are in the long-term 

interests of electricity consumers. 

The AER is aware that the actions of Transmission Network Service Providers (TNSPs) in 

planning and operating their networks can and does have a material impact on congestion 

and market outcomes. We also accept there are difficulties in isolating these actions from 

the multitude of factors that drive high price events, and that TNSP actions can also be 

restricted. However we strongly disagree with the AER’s suggestion to no longer apply any 

incentive arrangement that ties planned outages to market outcomes under the Market 

Impact Component (MIC). 

The MIC is currently calibrated such that all events above a $10/MWh materiality price 

threshold are captured. Noting this was determined a long time ago, this is patently too 

low when considering customer impacts in the current and future expected market. As can 

be inferred from the AER’s analysis in the case of Transgrid, it is unsurprising that TNSPs 

are no longer responding to this incentive when so many market events form part of the 

framework. 



 

 

2 

 

 

The application of higher – more material — price thresholds and further filtering also 

clearly indicates, in our view, that MIC can reasonably function if it is targeted more 

towards these higher priced events. The AER’s conclusion in examining this filtered 

dataset, however, is that it is unclear whether TNSPs would be able to manage a smaller 

number of higher impact outages.1 In helping the AER clarify its own position, we 

recommend it continue to analyse this dataset in relation to the dispatch intervals in 

question, and the actions of TNSPs during this time. The presumption appears to be that 

TNSPs have no ability to influence these types of outcomes and this should be validated, 

rather than left to speculation. We see regular instances of TNSPs reacting to high price 

events, particularly those subject to Lack of Reserve notifications, indicating they have 

discretion and the ability to change their outage scheduling at short notice. In our view it 

is not acceptable to have, and would be difficult to explain, a market environment and 

regulatory framework where no financial incentive is placed on a TNSP to schedule 

appropriate planned outages it is solely accountable for, in recognition of potential or 

actual market impacts. 

In conducting further analysis of these events and in applying potential filtering, the AER 

should also quantify their associated market value. As noted in our prior submission, this 

would reflect the volume of lost energy, not simply the prevailing marginal value or 

market price. The MIC should be calibrated in direct reflection of the total value that 

ultimately flows to customers. This type of thinking is partly reflected in the Network 

Capability Component (NCC) of the STPIS, where TNSPs are rewarded 1.5 times the cost 

of approved priority projects given they deliver additional welfare gains. We also 

previously suggested revisiting the overall amount of revenue at risk for the MIC. 

Generally it seems that the AER sets limits for its incentive schemes (in this case, 1% of 

annual revenues) without modelling net financial impacts. That is, the calibration of the 

STPIS should follow modelling of the countervailing incentives on TNSPs to reduce 

spending (and hence performance outcomes) under the predominantly ex ante framework, 

as modified by the AER’s expenditure incentive schemes.2  

_________________________________ 

1 AER, Transmission STPIS proposed amendments – explanatory statement, November 2024, p. 21. 
2 ibid., p. 7. 
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We otherwise support the AER continuing to review TNSP behaviour regarding outages and 

market impacts, and considering new metrics for the MIC. To this end, we also support the 

Clean Energy Council’s (CEC) recommendation to immediately introduce incentives around 

TNSPs giving sufficient notice via the Network Outage Schedule. This proposal includes: 

• setting revenue neutrality for TNSPs that give four months’ notice, with graded 

rewards (penalties) for earlier (later) notice. 

• taking a more targeted approach and capturing high value outages, for example 

on the basis of threshold amounts of expected transfer capability for particular 

flow paths, and of impacted generation output.  

The AER’s suggestion of introducing new conduct obligations could be done in addition to 

STPIS refinements rather than instead of them. Specifically, the AER should explore 

concerns expressed by some TNSPs that their outage scheduling is being affected by 

AEMO. This could highlight issues in terms of rules compliance, or if existing rule 

provisions (including those given effect by AEMO guidelines or procedures) are deficient.  

We recommend any AER monitoring also focus on TNSP outage planning. If not done so 

already, TNSPs could be required to submit outage plans in advance with clear reasoning 

on how they aim to avoid high-price periods. The AER and market participants can then 

review TNSP performance annually to assess whether the TNSP successfully minimised 

market price impacts. The trade-off between scheduled planned outage resource planning 

costs (whether for asset maintenance, new connections, augmentation, etc) and market 

impact of congestion is at the heart of the conflict of the MIC. To suggest we no longer 

apply any incentive seems a significant step backward, especially when we require more 

focus on this given the increasing impacts expected over the next decade associated with 

the transition. We would encourage an environment where (within reason and in 

accordance with well-defined processes) a TNSP has some recourse to recover costs of 

cancelled outages if it can be established this led to material consumer benefit of avoided 

congestion. 

We support the AER’s proposals to streamline the NCC via relying on TNSPs’ Transmission 

Annual Planning Reports, rather than the existing bespoke reporting under the NCIPAP. 

AEMO’s oversight role should be retained as well as its ability to propose additional priority 

projects, given its unique position as system operator. In line with CEC proposals, the AER 

should consider allowing any stakeholder to propose candidate projects, with a 

requirement on the relevant TNSP to publish its reasons for accepting or rejecting their 

inclusion. We note that the existing TAPR process lacks transparency and there appear to 

be no obligations on TNSPs to consult. It may be the case that AEMO can be designated as 

a channel to elicit and guide input from wider stakeholders on opportunities for and the 

scope of high value projects. We would also encourage closer scrutiny of the congestion 

information resource and congestion outcomes to inform candidate low-cost investment 

options. Stride Renewables has been advocating for such targeted investment for some 

time now.3 

  

_________________________________ 

3 Black Spot program needed to address solar's "line of losses" and other grid bottlenecks | RenewEconomy 



 

 

4 

 

In amending the administration of the NCC, we recommend that TNSPs, with AER 

guidance, develop a structured process to evaluate all proposed network capability 

projects. The AER’s explanatory statement suggests that projects be ranked according to 

payback period, whereas other metrics may be more suitable. Again this is an area where 

stakeholder and AEMO input could be used to guide TNSP actions in order to maximise 

market benefit. 

There appears to be considerable scope for collaboration between the AER, in its 

suggestions around ongoing monitoring and potential future amendment of the STPIS, and 

AEMO’s role in reporting on congestion outcomes and more actively under the NCC. We 

recommended that AEMO establish an ongoing industry forum on congestion under its 

Congestion Information Resource, however this forum could also be led by the AER. Our 

submission to AEMO’s recent consultation is attached. 

If you would like to discuss this submission, please contact me on  

 

Regards 

 

Lawrence Irlam 

Regulatory Affairs Lead 

 

Attached: EnergyAustralia submission on AEMO’s Congestion Information Resource 

Guidelines, 22 January 2025 

 

 



ATTACHMENT 

 

 

 

EnergyAustralia Pty Ltd 

ABN 99 086 014 968 

 

Level 19 

Two Melbourne Quarter 

697 Collins Street 

Docklands Victoria 3008 

 

Phone +61 3 8628 1000 

Facsimile +61 3 8628 1050 

 

enq@energyaustralia.com.au 

energyaustralia.com.au 

 

 

22 January 2025 

 

 

 

Manager Congestion & Grid Modelling 

Australian Energy Market Operator  

GPO Box 2008  

MELBOURNE VIC 3001 

 

Submitted electronically:   

 

 

Congestion Information Resource Guidelines — Expedited Draft 

report — 2 December 2024 

 

EnergyAustralia is one of Australia’s largest energy companies with 

around 2.4 million electricity and gas accounts across eastern Australia. 

We also own, operate and contract a diversified energy generation portfolio across 

Australia, including coal, gas, battery storage, demand response, wind and solar assets, 

with control of over 5,000MW of generation capacity. 

We appreciate the opportunity to provide feedback on AEMO’s Congestion Information 

Resource (CIR) and associated guidelines. 

Congestion is a cost, and in the National Electricity Market it is an issue of growing 

importance. We would like to see this reflected in some proactive initiatives proposed by 

AEMO, supported by this consultation process, to help raise awareness and 

understanding of the impacts of congestion, which is inherently a productivity issue and 

also drives the efficiency of network augmentation.  

The transition of the electricity system will see the replacement of very large and mostly 

centralised coal-fired generation with smaller variable renewable sources that are 

geographically dispersed. While the associated changes in power flows will be facilitated 

by targeted transmission investment, AEMO’s projections in its Integrated System Plan 

still highlight material and growing amounts of ‘efficient’ congestion, with approximately 

20% of renewable generation output to be spilled or curtailed by 2050.4 To achieve 

AEMO’s optimal level of curtailment, developers would need to make locational decisions 

that reflect enhanced assessments of congestion risk. The transition will also involve 

careful operation of the transmission system, as more outages will be required to 

connect new transmission, generation, customer and storage assets, as well as maintain 

ageing infrastructure. 

The CIR is critical in this context. It is the avenue by which stakeholders should be able 

to gain insights into AEMO’s congestion work program, and form expectations on the 

congestion outlook over the next 12 months, to the extent AEMO’s actions are a key 

variable. As we see it a lot of the CIR is backward-looking — that is helpful and can be 

improved, but we look to AEMO for better insights into the future as well. 

 

_________________________________ 

4 AEMO, 2024 Integrated System Plan, Appendix 3 — Renewable Energy Zones, June 2024, section A3.2.1. 



 

 

 

 

Given the extent of AEMO data reporting and stakeholder interactions on congestion, we 

expected it to initiate this CIR consultation with more topical questions and suggested 

improvements to its data reporting. Instead, AEMO has elected for an expedited 

consultation process, with only two proposed and minor amendments to the CIR. The 

questions posed by AEMO in its draft decision paper are also generic. 

Recommendations on CIR content  

Our specific recommendations for AEMO’s CIR are listed below. Ideally these should be 

consulted on with affected stakeholders (see our separate recommendations on AEMO’s 

process) to determine their relative importance to the market and detailed 

implementation: 

• Annual update of transmission line diagrams — Regularly updating the 

transmission line diagram ensures that all stakeholders have access to the most 

current network topology, reflecting design of new constraint equations, as well 

as new physical installations, decommissioning, and upgrades. This annual update 

should include both physical and operational changes, with additional revisions 

following major system changes or events. 

• Real-time publishing of line ratings including dynamic line ratings — Real-

time line ratings, particularly dynamic line ratings, provide more accurate 

capacity estimates by accounting for environmental conditions (e.g. temperature, 

wind). This enhances system reliability and optimizes asset utilization, aiding 

market participants in making more informed decisions, as well as highlighting 

the value of application of such ratings. 

• Advance publication of planned outage lead times by Transmission 

Network Service Providers (TNSPs) — Ensuring transparency by publishing 

the lead time for planned outages well in advance allows market participants to 

prepare for potential impacts. This also serves to evaluate TNSPs' compliance 

with regulatory requirements, ensuring they adhere to rules regarding outage 

planning and notification. 

• Introduction of high impact outage (HIO) flag for planned outages — 

Introducing a HIO flag provides an immediate visual cue on the significance of 

planned outages. This flag can help prioritize resource allocation and stakeholder 

attention towards managing these outages effectively. 

• Measurable criteria for HIO assessment — Establishing measurable criteria 

for HIO assessment ensures consistency and transparency. Criteria might include 

metrics such as expected reduction in transfer capacity, number of affected 

customers, or potential market impact, enabling a clear understanding of the 

outage's potential consequences. As an example - at present the materiality 

threshold applicable to the market impact component of the AER’s performance 

incentive scheme for TNSPs is a marginal value (MV) >$10/MWh. AEMO should 

consider how a set of MV thresholds can be used in defining a HIO, or any 

statistical reporting framework. 

• Enhanced constraint naming for better categorization — A standardized and 

informative constraint naming convention improves clarity and allows for easier 

identification and categorization of constraints based on system condition 

(normal/outage), type (<=, >=), limit (thermal, voltage stability etc), and scope 

(Dispatch, pre-dispatch, STPASA, MTPASA). This aids in understanding system 



 

 

 

 

conditions and the nature of constraints, thereby facilitating better analysis and 

response from market participants. EnergyAustralia implores AEMO to adopt a 

more consistent approach to its constraint naming practices as well as the 

standing data (descriptions, reasons, impacts, etc) associated with constraints 

and constraint sets. 

• Improvement of constraint forecast accuracy and formulation — Accurate 

constraint forecasting is critical for maintaining market stability and ensuring 

efficient resource allocation. This improvement aims to refine the precision of 

constraint forecasts, ensuring they more closely align with actual system 

conditions. Such advancements will not only support better operational decision-

making but also indirectly enhance local price forecasting accuracy, leading to a 

more transparent and reliable market environment. So EnergyAustralia supports 

a review and consultation on the (currently mean absolute percentage error) style 

method of testing PD/ST/MT PASA forecast methodologies against dispatch 

observations. Is the method for reviewing the accuracy of forecast models used in 

market systems the best it could be, and thereby the process for refining and 

improving constraint formulations? 

• Provision of a 13-month rolling forecast of know and significant 

constraint set and library changes — This would allow AEMO to provide (non-

firm) insights into changes it expects to make to the constraint library, thereby 

giving participants a better tool to manage year ahead changes and therefore 

risks. 

• Clearer links between the current day and the ESOO constraint library — 

again, this initiative would be focused on enabling participants a much more 

transparent view of how AEMO transition its view of today’s constraints into its 

forecast methodologies – notably to predict unserved energy and materiality of 

congestion across the ESOO outlook. This would extend to better reporting of 

congestion from the ESOO studies so whether this sites within the remit of the 

CIR or the ESOO processes is an open question, but EnergyAustralia would 

support this being implicit in the charter of the CIR. 

• Development of a comprehensive "super table" for constraints — A 

comprehensive "super table" consolidating key information on constraints, 

regional prices, and LHS terms offers a one-stop resource for in-depth analysis. 

This integration aids in understanding the interplay between constraints and 

market outcomes, supporting consistent and better strategic decisions. Moreover, 

having AEMO create this resource would reflect a prudent use of AEMO’s fees, as 

it would save considerable duplicated effort and costs across market participants. 

The intent here is to clearly improve the historical analysis and reporting of 

congestion and underlying trends – which can arguably lead to faster and better 

insights, and actions to manage congestion going forward. EnergyAustralia does 

see a gap in awareness, knowledge and explanation of trends in the MT PASA 

outlook timeframe — a fantastic opportunity to proactively improve quarterly 

energy dynamic reports and how participants view congestion risks and changes. 

• Direct publication of underlying constraints in dispatch local price table 

— Directly linking underlying constraints to the dispatch local price table 

enhances transparency around pricing anomalies. This allows market participants 

to trace price deviations to their root causes, fostering trust and enabling more 

precise market strategies. 



 

 

 

 

Monitoring how constraints affect interconnectors and regional price separation 

A further specific issue on constraint formulation, and where AEMO can provide market 

guidance or further explanation of its approach, relates to how it limits left-hand side 

coefficients to a value of 0.07.5  

As we have raised with AEMO staff, we have concerns about how this applies to 

interconnectors and affects inter-regional power flows. Notably, we see instances where 

interconnects are being assigned coefficients with very low values. This can result in 

material instances of regional price separation as constraints bind, and interconnectors 

are effectively deprioritised in dispatch because of a combination of participants 

defensively bidding in the face of congestion (which interconnects cannot), and the low 

coefficients being assigned to interconnectors. The stability of the system is also 

materially impacted where binding constraints force very large changes in power flows 

over interconnects within very short periods of time, as they effectively do not face ramp 

rate limits. We understand this threshold value was reduced from 0.2 by NEMMCo but 

cannot find any published information that considers this issue, particularly in terms of 

regional price separation and customer impacts we now see. 

We encourage AEMO to release this information and assess whether its approach should 

be revisited, particularly in the face of a changing mix of generation types and 

anticipated transmission investment that may alleviate the constraints in question. There 

does not appear to be any avenue by which stakeholders can request reviews of AEMO’s 

Constraint Formulation Guidelines, however the reporting and analysis of material 

constraints and their market impacts, including how they stem from AEMO’s approach to 

formulation, is within the scope of the CIR. 

Process and consultation recommendations 

As AEMO would be aware, the AER is currently consulting on its Service Target 

Performance Incentive Scheme (STPIS) for transmission and has suggested ongoing 

monitoring, in addition to seeking views on better or alternative measures in relation to 

its market impact component. The Clean Energy Council has suggested a measure 

relating to transmission outage notifications. Our suggestions to the AER have involved 

filtering outages along the lines of HIO with respect to price impacts. Other suggestions 

are likely to arise in response to the AER’s draft decision that have a direct bearing on 

the CIR. It may therefore be prudent for AEMO to slightly delay revisions to the CIR to 

accommodate any data needs that might arise under the revised STPIS. 

We also do not support AEMO’s draft amendment to remove CIR development as a 

standing agenda item for the Electricity Wholesale Consultative Forum. AEMO has not 

explained this amendment and it runs counter to congestion being an issue of increasing 

importance. 

Rather than reducing its commitment to stakeholder consultation, AEMO should consider 

development of a forum to engage more often and in a structured way with industry 

participants regarding the CIR. We have no doubt this would be a constructive use of 

time to foster quicker and better engagement to focus on observed congestion trends. 

This would undoubtedly elevate congestion discussions across the industry, thereby 

helping managing risks. 

 

_________________________________ 

5 Constraint Formulation Guidelines – see section 2.6.1. 



 

 

 

 

 

If you would like to discuss this submission, please contact me on  

 

Regards  

 

Lawrence Irlam 

Regulatory Affairs Leader 

 

 




