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Consultation paper - System services rule changes 
STAKEHOLDER SUBMISSION TEMPLATE 

The template below has been developed to enable stakeholders to provide their feedback on specific questions that the AEMC has identified in the Consulattion paper for the 

System services rule changes.  

The rule changes discussed in the system services consultation paper are: 

• AEMO – Primary frequency response incentive arrangements (ERC0263) 

• Hydro Tasmania — Synchronous services markets (ERC0290) 

• Infigen Energy — Operating reserves market (ERC0295) 

• Infigen Energy — Fast frequency response market ancillary 
service (ERC0296) 

• TransGrid — Efficient management of system strength on the power 
system (ERC0300) 

• Delta Electricity — Capacity commitment mechanism for system security 
and reliability services (ERC0306) 

• Delta Electricity — Introduction of ramping services (ERC0307)  

This template is designed to assist stakeholders provide valuable input on the questions the AEMC has identified in the consultation paper. However, it is not meant to restrict 

any other issues that stakeholders would like to provide feedback on. 

Given the breadth of issues discussed in the consultation paper, it is not expected that all stakeholders respond to all the questions in this template. Rather, stakeholders are 

encouraged to answer any and all relevant questions. 

SUBMITTER DETAILS 

ORGANISATION: Energy Networks Australia 

CONTACT 

NAME: Verity Watson 

EMAIL: vwatson@energynetworks.com.au 

PHONE: (03) 9103 0407, mobile: 0404 098 597 

mailto:vwatson@energynetworks.com.au
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CHAPTER 1 – INTRODUCTION 

Question 1: Section 1.2 & 1.3 – Current ESB & AEMO work relating to the rule change requests 

1) What are stakeholders’ views on how the rule change processes should be 

integrated with ESB and AEMO work programs? 

Support continued AEMC progression of the rules and agreed that some aspects of the power system 
need to be dealt with more urgently — for example, the TransGrid system strength Rule change.  
The AEMC should not immediately proceed with changes that are better managed in the Post 2025 
market 

Agree that there are interactions with post 2025 market program and the AEMC needs to ensure that 
this work will not foreclose options for the post 2025 market and will complement or be consistent 
with the ESB’s post 2025 reform reccomendations.   

The ESB work should be an input into the further consideration of these rule changes by the AEMC.   

2) Are there any additional processes that should be closely considered by the 

Commission when progressing these rule change requests? 

Need clarity on the problem we are solving — clearly defining products and services — and their 
inherent nature — is an essential step in defing how best to provide the services. 

The Investigation into system strength frameworks in the NEM — EPR0076 — is directly relevant to 
the consideration of this set of Rule changes. 

The primary concern is having a secure power system and keeping the lights on but not at any cost.  
The primary objective is not creation of markets but meeting the NEM power system service 
requirements at least cost — for example the intent of the TransGrid Rule change. 

Before proceeding, the service and the demand curves need clear definition and appropriate 
governance frameworks. 

Whether its through these rule changes, post 2025 market streams or Renewable Integration Study 
(RIS) recommendations there needs to be a cost benefit before proceeding with rules — including 
the ability of industry stakeholders to deliver this level of change/complexity. 

Question 2: Section 1.6 – Timetable for the consultation process 

1) Do stakeholders have any comments on the proposed timetable for the system 

services rule changes? 

Effectively this is operating in parallel or leading the post 2025 process reform.  The AEMC should be 
mindful to progress some rule changes only where it can do so holistically, once critical inputs from 
the ESB and AEMO processes are available. 

Note that there are interactions with incentives for primary frequency response and system strength 
investigations — but the two services need to be considered separately.  

Whether its these rule changes, post 2025 market streams or RIS recommendations there needs to 
be a cost benefit before proceeding with rules — including the ability of industry stakeholders to 
deliver this level of change/complexity. 

CHAPTER 3 – APPROACH 

Question 3: Section 3.2 & 3.3 – Three work streams: dispatch, commitment and investment 
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1) Do stakeholders agree with the AEMC’s approach to grouping the rule changes, at 

least for initial consideration? 

The issues raised by the TransGrid Rule change need to be progressed as they deal with an immediate 
problem. 

Hydro Tasmania’s Synchronous services market (ERC0290) rule change does not appear suitable to be 
grouped in Investment group as it tends to deal with shorter term issues. 

2) Do stakeholders believe that Figure 3.1 captures the key issues to be considered 

for each rule change in each time frame? 

Yes.  If the service requires investment in equipment or process to incentivise the additional investment, 
there will need to be transparent price signals.  The nature of the price signal and how it is developed is 
an important considation. 

3) Do stakeholders have views on whether/which services should be procured in 

certain time frames and not others? 

The time frames are service dependant — for example, inertia may need to be purchased both at the 
time of connection and later at the time of dispatch.  System strength needs to be considered in the work 
of the Jurisdictional Planner and the time frames will be dependent on the service and the evolving 
situation on the grid, with the costs and benefits of alternative options appropriately weighed at the time. 

CHAPTER 4 – ASSESSMENT FRAMEWORK 

Question 4: Section 4.2 – The system services objective 

1) Do stakeholders agree with the AEMC’s proposed system services objective being 

used to assess these rule changes? If not, how should it be amended or revised? 

The Systems Service Objective appears to be a reasonable narrowing of the focus of the NEO for the 
purposes of these rule change proposals. 

Question 5: Section 4.3 – The planning, procuring, pricing and payment service design framework  

1) Do stakeholders agree with the ‘4Ps’ service design framework being used to 

assess these rule changes? 

Need to be sure that the actual service or product is clearly defined.  System strength is not a product, in 
itself but rather a collection of products — fault level remediation, voltage support etc.  Defining the 
detailed product clearly and in a technology neutral way is a key requirement.  The definition and 
framework will need to take into account the interactions between the products. 

Otherwise, Energy Networks Australia generally supports the framework. 

Question 6: Section 4.4 – Principles for assessment 

1) Do stakeholders agree with the principles proposed for assessing the rule change 

requests? If not, should any principles be amended, excluded or added? 

In principle agree.  The transparent, predictable and simple principles could just as easily apply to system 
strength or inertia, not just FCAS.  Transparency and governance are important considerations. 

Practicality of implementation, a principle for consideration from the ESB assessment framework for 
market design post 2025, should be considered to be included. This principle is about whether the market 
design under consideration will be put in place in a timely and workable manner to deliver expected 
outcomes. Energy Networks Australia notes that this is different from the implementation consideration 
described in section 9.4 of the consultation paper which is about implementation priority, challenges and 
interactions with other reforms. 

CHAPTER 5 – THE RULE CHANGE REQUESTS 
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Question 7: Section 5.1 – Infigen – Fast frequency response ancillary service market 

1) What are stakeholders' views on the issues raised by Infigen in its rule change 

request, Fast frequency response market ancillary service? 
No comment 

2) Do stakeholders agree with Infigen's view that a change to the NER is required to 

encourage efficient provision of FFR services in the NEM following contingency 

events? 

No comment 

3) What are stakeholders’ views on if there are any other issues or concerns in 

relation to frequency control in the NEM as levels of synchronous inertia decline? 
No comment 

4) Do stakeholders consider there are alternative solutions that could be considered 
to improve the frequency control arrangements in the NEM for managing the risk 

of contingency events as the power system transforms? 
No comment 

5) Do stakeholders consider that 5-minute markets for FFR ancillary services likely to 
be effective and efficient in the global interconnected NEM and on a regional 

basis? 

No comment 

6) Do stakeholders consider Infigen’s proposal will provide adequate pricing signals to 

drive efficient investment in FFR capability in the NEM? 
No comment 

7) What are stakeholders’ views on, if introduced, how the costs associated with any 

new FFR market ancillary services should be allocated? 
No comment 

8) What do stakeholders consider to be the likely costs associated with establishing 

two new ancillary service markets for FFR in the NEM? 
No comment 

9) What are stakeholders’ views on how the proposed solution may result in 

any substantial adverse or unintended consequences in the NEM?   
No comment 

10) Are there specific issues with FFR that stakeholders think should be addressed in 

the NER as part of the establishment of markets for FFR services? 
No comment 

Question 8: Section 5.2 – Infigen – Operating reserves market 

1) Do stakeholders agree with Infigen that tight capacity conditions and increasing 

uncertainty in market outcomes are problems that an operating reserve would 

address? 

No comment 

2) Are there alternative solutions that could be considered to address tight capacity 

conditions and increasing uncertainty in market outcomes? 
No comment 
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3) Do stakeholders consider Infigen’s proposal would provide adequate pricing signals 

to drive efficient use of and investment in operating reserve services now and in 

the future? 

No comment 

4) How do stakeholders think separate operating reserves arrangements would affect 

available capacity in the spot, contracts and FCAS markets now and in the future? 
No comment 

5) How do stakeholders think separate operating reserves arrangements would affect 

prices in the spot, contracts and FCAS markets now and in the future? 
No comment 

6) How could the design of an operating reserve market (e.g. criteria for eligible 
capacity) best support competitive outcomes both in the operating reserves 

market but also energy and FCAS markets?  
No comment 

7) What are the factors that should be considered when seeking to set 

and procure efficient levels of operating reserve?  
No comment 

8) Would Infigen's proposed operating reserve market result in any substantial 

adverse or unintended consequences in the NEM?  
No comment 

9) What are the costs associated with establishing an operating reserve market in the 

NEM? If introduced, how should these costs be allocated? 
No comment 

10) What kind of incentive/penalty arrangements would be necessary to be confident 

the operating reserves procured are available when needed? 
No comment 

Question 9: Section 5.3 – Delta Electricity – Introduction of ramping services 

1) Do stakeholders agree with Delta that price volatility that occurs 
when dispatchable generators ramp through their energy bid stacks in response 

to predictable, daily, high rates of change from solar ramping up and down is a 

problem that needs addressing? 

No comment 

2) Do stakeholders think that a new raise and lower 30-minute FCAS would address 

the price volatility at these times? Are there alternatives that could be considered 

to address this problem? 

No comment 

3) Do stakeholders consider Delta's proposal would provide adequate pricing signals 
to drive more efficient use of and investment in ramping services thanks existing 

price signals and information provided through the PASA and pre-dispatch 

processes? 

No comment 

4) How do stakeholders think a separate 30 minute ramping product would affect 

available capacity in the spot, contracts and FCAS markets now and in the future? 
No comment 
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5) How do stakeholders think a separate 30 minute ramping product would affect 

prices in the spot, contracts and FCAS markets, now and in the future? 
No comment 

6) How could the design of a ramping FCAS product (e.g. criteria for eligible capacity) 

support competitive outcomes in both energy and FCAS markets?  
No comment 

7) What are the factors that should be considered when seeking to set 

and procure efficient levels of ramping services?  
No comment 

8) Would Delta's proposed new 30-minute raise and lower FCAS products result in 

any substantial adverse or unintended consequences in the NEM? 
No comment 

9) What are the costs associated with establishing new 30-minute raise and lower 

FCAS products in the NEM? If introduced, how should these costs be allocated? 
No comment 

10) What kind of incentive/penalty arrangements would be necessary to be confident 

the new 30-minute raise and lower FCAS products procured are available when 

needed? 

No comment 

Question 10: Section 5.4 – Delta Electricity – Capacity commitment mechanism for system security and reliability  

1) Do stakeholders agree with Delta that there is an increasing risk that capacity 

capable of providing reserves or services may not be available at times when the 

power system may need them to respond to unexpected events because of 

increasing incentives to de-commit?  

No comment 

2) Do stakeholders think that a mechanism to commit capacity one day ahead of time 

would deliver the reserves or services needed? Are there alternatives that could be 

considered to address this problem? 

No comment 

3) Do stakeholders consider Delta's proposal would provide adequate pricing signals 

to drive more efficient use of and investment in reserves and system services? 
No comment 

4) How do stakeholders think Delta's capacity commitment payment would affect 

available capacity in the spot, contracts and FCAS markets now and in the future? 
No comment 

5) How do stakeholders think Delta's capacity commitment mechanism would affect 

prices in the spot, contracts and FCAS markets now and in the future? 
No comment 

6) How would a capacity commitment mechanism and payment affect entry, exit 

and competition in the NEM over the short and long term?  
No comment 

7) What are the factors that should be considered when deciding how much capacity 

to commit ahead of time?  
No comment 
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8) Would Delta's proposed capacity commitment mechanism result in any substantial 

adverse or unintended consequences in the NEM? 
No comment 

9) What are the costs associated with establishing a capacity commitment 

mechanism in the NEM? If introduced, how should these costs be allocated? 
No comment 

10) What kind of incentive/penalty arrangements would be necessary to be confident 

that the committed capacity would be available throughout the commitment 

period and/or when called upon? 
No comment 

Question 11: Section 5.5 – Hydro Tasmania – Synchronous services markets 

1) Do stakeholders consider this rule change proposal presents a viable model for 

the provision synchronous services?  

a) Could this proposed model be used to provide the essential levels of system 

strength (and / or inertia and voltage control) needed to maintain security 

and the stable operation of non-synchronous generation?  

b) Could this proposed model be used to provide levels of system strength 

(and/or inertia and voltage control) above the essential level required for 

security? 

Need to clearly define the services — voltage control and inertia are different services.  Inertia interacts 
with, and needs to be grouped with Synthetic Inertia and FFR as means of reducing RoCoF after 
contingencies.  A single device may provide both inertia and voltage support, but the the two services 
should not be conflated.  The requirements for individual services need to be assessed separately.   

System strength needs to be considered separately as it is often locational.  It is less amenable to a 
dynamic market.  As the AEMC noted in the system strength investigation, there is value in considering 
inertia with system strength, as it may be provided in conjunction with the system strength service where 
synchronous condensors are procured with this in mind. 

Timeframe is an issue — there is a need to ensure sufficient services are available for dispatch — which 
may require investments well ahead of the time.  It is not clear that the Hydro Tasmania approach will 
bring forward the necessary investments.   

The acquisition of the services needs to allow co-optimisation.  Without co-optimisation there is a risk of 
significant inefficiency. 

2) Do stakeholders consider that the creation of a synchronous services market 
could have any adverse impacts on other markets in the NEM? If so, what are 

these impacts? 

Noting the timeframe issue, a SSG market could operate in parallel with other NEM markets.  It is an 
extension of frequency management. 

The link to System Strength is less clear and there would be concern that NSPs would need to step in if a 
dynamic market for System Strength did not deliver.  This could potentially occur at late notice, resulting 
in poor outcomes for an extended period.  It is not clear how the provision of both services could be co-
optimised in this market given their different nature. 

The SSG arrangement from Hydro is optimised for synchronous generators and does not consider the 
differing ways to provide system strength and inertia, or that alternative technologies may further evolve 
to do so in the future. 

3) Would the proposed model set out in the rule change request efficiently price and 

allocate costs for synchronous services in the NEM? 

As in Energy Networks Australia’s answer to 2), it is not clear that this approach will efficiently price non-
traditional sources of inertia.  Energy Networks Australia accepts, however, that the bundling may co-
optimise Inertia with other Synchronous services. 
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4) Do stakeholders consider the model set out in the rule change request to be 
capable of sending price signals sufficient to encourage new investment in 

synchronous capacity? 

This focuses on the efficient use of existing resources, but it is not clear how it will bring on the required 
level of system strength resources investment.  The price signals in investment timeframes would arise in 
contract and forward markets — which have not evolved for FCAS. There is a high risk that this would 
not deliver. 

5) Do stakeholders consider the rule change provides an appropriate incentive 

mechanism for existing synchronous generators to make operational decisions to 

provide synchronous services? 

Operational decisions are likely to depend on the SSG price and whether the SSG service is itself 
profitable to the generator.  The pricing of synchronous services explicitly would provide additional 
incentives. 

6) Do stakeholders consider the rule change provides the appropriate locational 

signals for the provision of synchronous generators to provide synchronous 

services? 

Not directly — the use of a sub-regional price by adjusting the constraint equation seems inefficient.  If it 
were to proceed it should be considered with any changes to the locational marginal price. 

This will depend on SSG price and granularity of implementation (noting the more granular the price 
signals, the greater the complexity and scope for competition issues).  There may not be sufficient 
locational signals or price signals to warrant any new equipment investment or warrant changes to 
operational decisions.  

Locations of synchronous generators are also better determined based on proactive forward planning, 
which is best undertaken by the Jurisdictional Planner due to the information available to that party. 

7) What do stakeholders see as the primary opportunities / limitations of the 

mechanism as proposed by Hydro Tasmania? 

The mechanism is limited as it doesn’t value all the services separately and may limit technology options 
or competition in particular services.   

Energy Networks Australia supports the intent of the the TransGrid proposal where essential levels of 
system strength would be centrally planned on a forward looking basis by the Jurisdictional Planner and 
optimised by the TNSP. 

Energy Networks Australia remains concerned about the costs and benefits of the co-optimised ahead 
services market. 

8) Would the model proposed in the rule change request enable effective 

competition in the market for the provision of synchronous services? 

Energy Networks Australia considers that as system strength is locational, this and other market based 
approaches to procurement may be impacted by limited competition. 

9) What suggestions do stakeholders have in relation to the first order changes that 

would be required in NEMDE to facilitate this proposal and any second order 

changes that may be required as a result of this rule change 

proposals' implementation? 

It is not clear that progressing this change independently of the 2025 Rule change is a cost-effective 
approach.  The larger changes for the 2025 market may render changes to NEMDE to allow this change 
as unnecessary. 

In particular, the fuller two-sided, ahead and co-optimised system services arrangements propsed in the 
ESB program may conflict.  As noted above the ESB work should be an input into the further 
consideration of these rule changes by the AEMC.   

Question 12: Section 5.6 – TransGrid – Efficient management of system strength on the power system 

1) Do stakeholders consider that TransGrid’s approach addresses all issues related 

to system strength currently experienced in the NEM?  

Energy Networks Australia supports the intent of the TransGrid Rule change proposal.  It addresses the 
majority of issues to secure reasonable levels of system strength.   
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2) Do stakeholders consider that a system strength planning standard met by 

TNSPs would effectively and pro-actively deliver adequate system strength? 

The requirement on TNSPs to meet defined standard would allow them to optimise the purchase or 
construction of assets to support system strength.  TNSPs are better placed to provide more localised 
services such as system strength.  TNSP application of a RIT-T to demonstrate prudent investment based 
on a disciplined cost-benefit analysis of options further supports this. 

A system strength planning standard should not be targeted to theoretical minimum levels or presume a 
high degree of accuracy in the models, rather it should define a “minimum” requriement to allow for 
growth, planned outages and contingency events.   

3) Do stakeholders consider TransGrid’s proposal will provide useful and timely 

locational and financial signals to new entrants?  

Yes.  The clear lines of responsibility between AEMO and TNSPs would support more timely provision of 
the services.  TNSPs are also better placed to assess distribution impacts.  Enabling an approach where 
the Jurisdictional Planner plans for system strength in the medium to long term would be more efficient 
and would also signal better locations for plant to new entrants. 

4) Do stakeholders agree that the 'do no harm' obligations should be removed?  

a) If so, do stakeholders consider an alternative mechanism is required to 

regulate or incentivise the minimisation of a new connecting generator's 

impact on the local network and proximate plant? 

Energy Networks Australia supports locational signals for generators.  This can be achieved in part 
through transparent information on where system strength will be supported on the power system.  
There may also be a case to keep aspects of the do no harm frameworks for generators who choose to 
locate in areas of low system strength at the far reaches of the network, and this should be further 
explored as part of an optimised coordinated approach.  

5) What are stakeholder's views regarding generators' being required to make a 

financial contribution for provision of system strength services? 

The AEMC should explore options to provide appropriate incentives on generators regarding where to 
locate on the power system and what equipment to connect. This should include considering whether 
generators should pay for the service.  The “causer pays” approach can be efficient if the provision of the 
system strength services can be optimised.  The alternative is that customers pay via TUOS.  Customer 
payment could be supported where there is a clear benefit, for example, through the priovision of scale 
efficient solutions for system strength.  

6) Would stakeholders be supportive of the ownership of existing private system 

strength assets being transferred to TNSPs, as suggested in TransGrid's rule 

change request? 

Energy Networks Australia has no comment on this point. 

 

7) Would the proposed, TNSP-led solution to system strength result in any adverse 

or unintended consequences for market participants in the NEM?  

Centralised provision by AEMO could provide greater coordination between regions or TNSP areas but the 
downside is less localised optimisation.  AEMO would need to do more detailed planning and contract 
deeper into the system.  TNSP procurement is more robust and transparent with AER oversight of costs. 

The Jurisdictional Planners are better placed to proactively identify the service requirements.  They are 
also best placed to work with TNSPs and DNSPs to coordinate procurement and management of the 
services.  There needs to be cross boundary coordination to ensure an optimised solution for the grid as 
a whole. 

It is essential for this to work that TNSPs assess both network and non-network solutions in a 
transparent manner — as well as coordination wth DNSPs. 

CHAPTER 6 – SYSTEM STRENGTH 
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Question 13: Section 6.1 – Evolving the regulatory definition of system strength 

1) Do stakeholders consider that the AEMC’s working description of the effects of 

system strength, and related problem description of system strength and its 

components accurately represents all elements of system strength, as experienced 

in the NEM?  

Broadly agree with the description and the phenomena of system strength.  However, the definition of 
system strength as a service appears to be challenging, given a specific technical working group has 
been working on the issue and — we understand — has not reached agreement. 

The Energy Networks Australia considers that the regulation needs to consider the specific services that 
are required not the overall notion of system strength.  This includes the locational nature of the 
services, the price signal to encourage investment and the lead time to ensure equipment is 
commissioned in time for when it’s needed. 

2) If not, are there other components of system strength that the AEMC should 

include? 

System strength is a characteristic of the system which can be supported by the provision of services.  
The focus needs to include the separation of these two ideas. 

3) What measures might be used to define system strength? Is fault level the only 

measure that can be used practically, or are other measures available? 

No, fault level is not the only measure, as described there are a range of influences and interactions on 
the power system that make it challenging.  System strength is a combination of a number of 
parameters, which should be defined, measured and included in the system standards.  The system 
strength frameworks investigation should be considered to inform this issue. 

There are also locational issues that are not reflected in a simple measure — including the interaction 
between distribution and transmission. 

Question 14: Section 6.2 – Mechanisms to provide system strength above the essential levels that are necessary for security 

1) Do stakeholders consider the centrally coordinated model, as proposed by 

TransGrid, is the preferable option for providing system strength above the 

essential levels required for secure operation? 

Yes, a measure of central coordination is essential. 

Of equal importance is the need for a clear framework.  The TransGrid approach is a timely, simple, 
transparent method of procurement aligned to the ISP forecasts and incorporates localised knowledge 
from the Jurisdictional Planner.  TNSP provision must include consideration of non-network solutions 
and coordinated optimisation among NSPs. 

2) Do stakeholders consider the decentralised, market-based model proposed by 
HydroTasmania to be the preferable option for providing system strength above 

the essential levels required for secure operation? 

No.  It does not optimise the provision of system strength nor fully support new methods for frequency 
management. 

Energy Networks Australia does not believe an effective decentralised, dynamic market will emerge to 
support system strength. The ESB’s recently released System Services and Ahead Markets paper in 
Table 3, recognises that system strength services are unlikely to have a favourable degree of 
competition or be able to be scheduled and priced adequately in dispatch1.. 

3) Could a hybrid of these models be used to deliver system strength above the 

essential level? 

Possibly, as discussed in 1) above. 

 

1 Energy Security Board, System Services and Ahead Market, April 2020, p20 
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4) What do stakeholders perceive to be each model’s strengths and weaknesses? 

TransGrid’s model is clear and provides clear local coordination for system strength.  It enables medium 
to long term planning to facilitate scale efficient provision of system strength at lower costs to 
consumers.   

The Hydro Tas model is a market-based approach and could provide a clear signal but it is not clear 
how it supports the use of synthetic inertia and optimises with FFR.  The link to system strength is 
based on plant characteristics, plant location and not the service to be provided or the needed location. 

5) Do stakeholders consider there are other, alternative models for delivering system 

strength above the minimum levels required for secure operation? 

As noted in the AEMC system strength investigation, models 3 and 4 could not address the issues alone 
but could be considered in conjunction with another option. 

6) What do stakeholders perceive to be the biggest benefits and risks to introducing 
a mechanism to deliver system strength above the minimum levels required for 

secure operation? 

A more proactive planned approach will be helpful for VRE hosting capacity and may reduce wholesale 
spot prices. The ability for generators to contribute to support their own investment would provide a 
cost-effective way of allowing additional capacity but allowing a TNSP to assess the requirements and 
coordinate the provision of system strength may provide a better outcome for connecting parties and 
consumers — including providing services above the minimum requirements.  A mechanism to deliver 
system strength above minimum levels would support growth, planned outages and contingencies on 
the network. 

CHAPTER 7 – OPERATING RESERVE SERVICE 

Question 15: Section 7.1 – Requirement for a dedicated in-market reserve service, mechanism or market 

1) What do stakeholders see as the key drivers or changes in the NEM that could be 

addressed by introducing an explicit in-market reserve arrangement?  
No comment 

2) Do stakeholders’ think there is a need for an explicit in-market reserve 

arrangement in the NEM. If yes, do stakeholders consider the need to be 

permanent or transitional? 

No comment 

3) How would an explicit in-market reserve mechanism or market 

impact stakeholders? What would be the key benefits and costs? Would it effect 

stakeholders’ operational or investment decisions? 

No comment 

4) Do stakeholders see there to be an explicit need for a capacity commitment 

mechanism as proposed by Delta?  Do stakeholders see this as a separate need to 

an in-market reserve service?  

No comment 

Question 16: Section 7.2 – Achieving security and reliability using dedicated in-market reserves 

1) Do stakeholders have views on whether an in-market reserve market or 

mechanism should solve primarily for reliability outcomes and security outcomes 

second? Or can this be more effectively co-optimised? 

No comment 
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2) How do stakeholders see an explicit in-market reserve market or 

mechanism interacting with the existing NEM reliability framework? What are the 
policy design priorities for a new operating reserves arrangement that would 

deliver the reliability needs of the power system? 

No comment 

3) How do stakeholders see an explicit in-market reserve market or mechanism 

interacting with the existing NEM security framework? What are the policy design 

priorities for a new in-market reserve market or mechanism that would deliver the 

security needs of the power system? 

No comment 

CHAPTER 8 – FREQUENCY CONTROL 

Question 17: Section 8.1 – Reforms related to the provision of synchronous inertia 

1) Do stakeholders consider that the issues relating to declining levels of synchronous 

inertia have been adequately and accurately described? 

TNSPs have a concern that any market that is developed needs to allow optimisation that includes 
synchronous condensers — which can provide both inertia and system strength.  Where it is needed 
and efficient, inertia can be added at the time of planning/procurement of synchronous condensers.  
While the services need to be separately defined, there is a need to optmise the provision of all market 
services to minimise the overall costs to consumers. 

2) Are there any other issues related to the provision of synchronous inertia that 

have not been adequately described? 

No 

3) What are stakeholders’ views on the approach to considering the interaction 

between FFR and inertia in the NEM? 

Inertia and Primary Frequency Response management need to be optimised — including synthetic 
inertia, FFR and contingency/fast FCAS. 

Question 18: Section 8.2 – Reforms related to frequency control during normal operation 

1) Do stakeholders consider that the issues relating to frequency control during 

normal operation have been adequately and accurately described? 

Yes 

2) Are there any other issues related to frequency control during normal operation 

that have not been adequately described? 

No 

3) What are stakeholders’ views on the proposed approach to reforming the process 

for the allocation of the costs of regulation services (Causer pays)? 

No comment 

4) Is the level of specification of regulation services in the NER fit for purpose as the 

power system transforms? 
No comment 

Question 19: Section 8.3 – Reforms related to frequency control following contingency events 

1) Do stakeholders consider that the issues relating to frequency control following 

contingency events have been adequately and accurately described? 

No comment 
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2) Are there any other issues related to frequency control following contingency 

events that have not been adequately described? 

No comment 

3) What are stakeholders’ views on the best way to address the challenges to 

managing system frequency following contingency events, including reforms to 

value and reward FFR? 

No comment 

4) Is the level of specification for contingency services in the NER fit for purpose as 

the power system transforms? 
No comment 

CHAPTER 9 – INTERACTIONS BETWEEN SYSTEM SERVICES 

Question 20: Section 9.1 Technological and temporal issues for system service provision 

1) What are stakeholders' views on how the arrangements for system services can be 

developed, to best utilise the capability of both established, as well as new and 

emerging technologies? 

It is necessary to define the services into separate frequency management and system strength groups 
and then focus on the actual services to provide them.  Based on the services, it should be possible to 
define processes for optimising them.  System strength — in particular — needs a local focus that is 
best supplied via optimising processes of TNSP planning. 

2) Do stakeholders have any initial thoughts on how the arrangements for system 

services can be best coordinated over dispatch, commitment and investment time 

frames? 

Price signals, to ensure the minimum levels of services are available when and where they are needed, 
also need to be considered.  As noted with system strength, there is no clear definition to enable 
commoditisation of the service, it is a service that is required by location and the interactions of 
generators and control schemes are complex. 

Frequency services are more readily commoditised and less locational in nature.   

Energy Networks Australia agrees — in principle — that a portofolio of services should be able to 
provide the same or better system performance.  However, the costs and benefits of the reform to 
include the aheadness and co-optimisation of services needs to ensure that there is a benefit to 
consumers.  It is important that the additional costs and complexities on a range of stakeholders do not 
lead to additional markets created with additional costs to consumers. 

Agreed that there are risks associated with early and late delivery of system services and with service 
capacity that is over or under requirements.  The ahead and services market as part of the post 2025 
market reform is expected to commence around mid-25, whereas system strength and inertia need to 
be addressed more urgently and in a more proactive manner.  This is particularly the case where new 
generation is urgently needed to meet retiring synchronous generators and being encouraged by 
Governments through underwriting or improved planning processes to help stimulate the economy and 
mitigate the risk of early closures. 

The paper states the lowest cost outcome to consumers can be achieved by the co-optimisation of 
system services, yet there is no cost/benefit that teases out the incremental costs and benefits of these 
different rules or the ahead/services options in the post 2025 reform. 

Question 21: Section 9.2 – Aheadness and commitment 
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1) Do stakeholders agree with the characterisation of arrangements for aheadness 

and commitment, including the potential benefits? 

It is important the objective of these rules or the post 2025 market reform is to ensure that system 
services at the same level at least, are made available through different arrangements to support the 
power system where and when they are needed. 

The services need to be available in predispatch or real time to meet the power system requirements.  
Ahead design is a financial commitment — not physical — it doesn’t ensure the service is there in real 
time, generators or equipment can still fail or trip. 

The paper states that the aheadness affords market participants a balance of risks between energy 
producers and consumers.  Energy Networks Australia is mindful that consumers may wish to ensure 
that the total costs of energy and services do not exceed the current costs to consumers. 

2) What are stakeholders' views on the potential downsides of 

introducing arrangements for commitment of capability ahead of dispatch? 

May not meet the urgency of the service requirement some 5 years out. 

May not be a sufficient price signal to justify the investment and as noted the risk of insufficient system 
services could be significant. 

Places AEMO in a dominant position selecting the mix of arrangements via contract but with limited 
transparency and oversight. 

3) Are there alternative arrangements that can reduce the increasing 

uncertainty associated with power system operation in the NEM? 

Yes, the Jurisdictional Planner planning for the medium to long term in relation to system strength, 
including the provision of inertia — where efficient. 

Question 22: Section 9.3 – Cost recovery arrangements 

1) What are stakeholders' views on the appropriate approach to cost recovery for 

each of the system services discussed in this paper? 

Agree with the statement that it is likely to be a compromise of complexity, volatility, accuracy and 
market signals and the different ways mentioned in the paper.  Causer pays may lend itself to a service 
that is readily commoditised in dispatch and attributed to certain users. 

Energy Networks Australia considers that causer pays is appropriate where generators locate in weak 
parts of the system.   

This should be part of a more co-optimised approach where Jurisdictional Planners and TNSPs are able 
to provide a more efficient level of system strength at a lower overall cost to customers.   

2) In each case, how can the cost recovery arrangements be developed to lower the 

overall costs of the NEM? 

The Jurisidictional planner undertaking medium to long term planning of system strength services 
enables a scale efficient procurement, to keep the system secure enough to keep delivering electricity 

to consumers across a range of operating conditions. TNSPs assess remediation measures based on 
both network and non-network solutions and need to select the lowest cost provision to meet the 
power system needs.  This allows innovative solutions to be considered against the service 
requirements.  These processes are robust and transparent, with approval of efficient costs by the AER.  
There are checks and balances with a commercial entity that is not assured with entities that have no 
regulatory oversight.  AEMC will need to consider the total costs of an AEMO coordinated and co-
optimised solution and the time to implement and contract the necessary services with the timing of 
the needs in the power system and simpler alternatives of TNSP scale efficient procurement with 
payment via TUOS or generator pays. 
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AEMC may also like to consider the most recent cost estimates of AEMO and all stakeholders to deliver 
5MS, GS and WDRM reforms and compare to the initial AEMO and stakeholder estimates. 

Question 23: Section 9.4 – Implementation considerations 

1) What are the challenges or implications associated with implementing proposed 

arrangements discussed in this paper? 

There is insufficient analysis of say the HydroTasmania proposal to cater for improved inertia services 
compared to the post 2025 reform where inertia is being considered as one of the services in a co-
optimised suite.   

It is not clear whether the HydroTasmania proposal would be able to be delivered earlier and provide 
an incremental benefit on the way to implementation of post 2025 market.  

A much fuller understanding of the sub models in the ahead and system services market designs is 
required from AEMO, including a likely program timeline to implement changes to systems, procedures, 
test etc.   

These should be compared to the costs and timeframes to implement the rule change proposals in this 
consultation paper. 

2) What are stakeholders’ views on the prioritisation or staging of the reforms to 

address the issues discussed in this paper? 

5MS, GS and WDRM are significant reforms expected to be implemented around October 2021 onwards 
with the final meters converted over to 5-minute data by Dec 2022.   

Assuming these reforms are implemented smoothly, the system services and ahead markets are likely 
to be the next wave of work.   

The current AEMC COGATI market design proposes a move to locational marginal pricing in the 
wholesale market and financial trading rights.  If this COGATI market design proceeds, it should be 
considered with these Rule change proposals and the post 2025 market design elements to enable 
efficient, least-cost delivery. 

The AEMC have undertaken significant work to analyse market design and the cost and benefits for 
COGATI, Energy Networks Australia would expect the same level of rigour for the system services 
market design and ahead market to ensure that there is a realisable net benefit for consumers. 
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