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TNSPs are not best placed to manage variable system strength payments 



Cashflow risk and liquidity implications for TNSPs 
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Inertia framework suggestions 
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Attachment 1 – Potential solutions to cashflow risk for TNSPs 
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Assumptions  $ 
million 

Calculation 
reference 

Prescribed Common Transmission Services: 
Annual Service Revenue Requirement plus Non-asset Operating Expenditure 

150 a 

System Strength Service Payments: Availability Payments 55 b 

Forecast System Strength Service Payments: Enablement Payments (ex-ante) 75 c 

Actual System Strength Payments: Enablement Payments (ex-post) 101 d 

Forecast System Strength Revenue (ex-ante) 5 e 

Actual System Strength Revenue (ex-post) 6 f 

Costs incurred Current state: 
SSSP responsible for 
variable payments, NSPT 
true-up for payments 

Scenario 1: 
SSSP responsible for 
variable payments, 
amended 6A.23.3A for 
true-up process 

Scenario 2: 
AEMO settlement of 
variable payments 
(Preferred) 

Prescribed Common Transmission Services 
Revenue Requirement (set year ahead) 

275 
(= a + b + c - e) 

275 
(= a + b + c - e) 

2003 
(= a + b – e) 

Amount Settled Through AEMO’s Weekly 
Settlements Process – No holdover 

0 
(not applicable) 

0 
(not applicable) 

101 
( = d) 

SSSP Network Support Pass-through 
Application Amount – Two-year holdover1  

26 
(= d – c) 

0 
(not required) 

0 
(not required) 

Amount held over for later pricing true-up 
– One-year holdover1,2 

-1 
(= (e – f))  

25 
(= (d – c) + (e – f)) 

-1 
(= (e – f)) 

Total recovery amount from prescribed 
transmission customers 

300 
(= a + b + d– f) 

300 
(= a + b + d – f) 

300 
(= a + b + d – f)) 
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Attachment 2 - ENA response to Questions 

Aligning the inertia framework to system strength & removing the exclusion to procuring inertia network services and system strength in the NSCAS framework 



 



 

 

 



Creating a new transitional non-market ancillary services (NMAS) framework for AEMO to procure security services necessary for the energy transition 

Empowering AEMO to enable security services with a whole-of-NEM perspective 
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Published cost reports and annual reports 

 

 

 

Improving directions transparency and compensation 
 





Attachment 3 – Proposed drafting 
 

Proposed drafting Explanation 

Proposed amendment to cl 5.20.4 (align definition of Inertia Service Provider with that 

of a System Strength Service Provider): 

(a) The Inertia Service Provider for an inertia sub-network is: 

(1) the Transmission Network Service Provider for the inertia sub-network; 

or 

(2) if there is more than one Transmission Network Service Provider for the 

inertia sub-network:, 

(i) the jurisdictional planning body for the participating jurisdiction 

in which the inertia sub-network is located., if that entity is also a 

Transmission Network Service Provider; or 

(ii) otherwise, the Co-ordinating Network Service Provider for the 

region in which the inertia sub-network is located. 

Consistent with the AEMC’s intent of aligning the inertia and system 

strength frameworks to support coordinated investment, we propose 

to align the definition of the Inertia Service Provider with the 

definition of System Strength Service Provider.  This will allow for 

co-optimisation of inertia and system strength requirements. 

Proposed amendment to 6A.22.1: 

For the purposes of this Part J, the aggregate annual revenue requirement (AARR) for 

prescribed transmission services provided by a Transmission Network Service 

Provider, is the maximum allowed revenue referred to in clause 6A.3.1 adjusted: 

(1) in accordance with clause 6A.3.2; 

(2) by subtracting: 

 (i) the operating and maintenance costs expected to be incurred in 

  the provision of prescribed common transmission services; and 

 (ii) expected system strength service payments; and 

 (iii) expected inertia service payments; and 

(3) by any allocation as agreed between Transmission Network Service 

 Providers in accordance with clause 6A.29.3. 

Amendment to 6A.23.3(h): 

A relatively simple amendment is proposed, to treat expected inertia 

service payments in the same way as expected system strength 

service payments for the purposes of TNSP pricing.  Aligning the 

treatment of these two types of system security service payment is 

consistent with the AEMC’s stated intent of aligning the two 

frameworks. 



Proposed drafting Explanation 

(h) The annual service revenue requirement for prescribed common 

 transmission services is to be adjusted by adding the operating and 

 maintenance costs incurred in the provision of those services, and  system 

strength service payments and inertia service payments (to the  extent that those costs 

or payments were subtracted from the maximum  allowed revenue in accordance 

with clause 6A.22.1) 

Proposed transitional provision for publication of initial inertia requirements: 

11.###.1  Publication of initial procedures and inertia requirements  

(a)  By 31 March 2024, AEMO must amend and publish the inertia 

 requirements methodology under clause 5.20.4 to take into account 

  the Amending Rule.  

(b)  By 31 March 2024, AEMO must publish an update to its most recent 

 Inertia Report under clause 5.20.5, including the inertia requirements  

 that AEMO has determined in accordance with new clause 5.20B.2. 

(c) AEMO must develop and publish the initial System Security Services 

 Procedures for the purposes of cl 4.4A.6 no later than 31 March 2024. 

(d) AEMO must develop and publish the initial inertia network service 

 specification for the purposes of cl 5.20B.4A no later than 31 March 2024. 

This transitional rule is intended to provide TNSPs with early notice 

of inertia requirements so that these can be factored into investment 

decisions, procurement processes and associated RIT-Ts.  This 

reflects the AEMC’s intent that the rules allow TNSPs to more 

efficiently coordinate system strength and inertia needs when 

considering network or non-network solutions. 

It is proposed that the first System Security Services Procedures and 

the first inertia network service specification, which will include 

details around the enablement process and types of inertia services 

that may be enabled, be published by 31 March 2024.  As per the 

Draft Rule, AEMO will need to comply with the Rules consultation 

procedures in developing these documents. 

11.###.2 Application of inertia requirements to RIT-T processes   

 commenced prior to 31 March 2024 

(a) If, as at 31 March 2024 a RIT-T proponent has commenced the 

 regulatory investment test for transmission under rule 5.16 but has not 

 published a project assessment conclusions report, the RIT-T 

  proponent may, but is not required to, take into account the inertia 

 requirements published under clause 11.###.1 when assessing credible 

 options to meet the identified need.  For this purpose, the RIT-T 

 proponent may amend its description of the identified need to include 

 meeting the published inertia requirements.  

(b) For the avoidance of doubt, where a RIT-T proponent chooses to take 

This transitional provision is intended to allow TNSPs to co-optimise 

investment to meet system strength and inertia requirements as soon 

as the initial inertia requirements are published – including through 

RIT-T processes that have commenced prior to AEMO’s publication 

of those requirements.  A TNSP that is part way through a RIT-T 

process will be able to take into account the new inertia requirements, 

without having to restart the RIT-T process. 

For example, if a TNSP is part way through a RIT-T process for 

installation of synchronous condensers to address system strength 

requirements, once the inertia requirements are published it may 

decide to augment the preferred option to address the broader need 



Proposed drafting Explanation 

  into account the inertia requirements published under clause 11.###.1, it 

 is not required to recommence the regulatory investment test for 

 transmission 

(including both the system strength and inertia requirements) - e.g. by 

adding a flywheel.  
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Attachment 4: Market modelling results outlining potential volume 
of enablement payments  


