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Summary of our assessment 

The Improving Security Frameworks for the Energy Transition rule change (the ISF Rule),1 

published on 28 May 2024, changed the way transmission network service providers 

(TNSPs) recover the costs of system security network support (SSNS) payments made for 

the system security services they are required to provide to meet network planning standards 

specified in Schedule 5.1 of the National Electricity Rules (NER). System security services 

include system strength, inertia, and network support and control ancillary services (NCAS), 

typically provided by synchronous generators, batteries or large energy users, to ensure the 

power system is secure as we transition to more renewable generation.  

Instead of forecasting and including SSNS costs in the five-year revenue determination 

process, the ISF Rule allows TNSPs to forecast and recover this type of expenditure through 

the annual transmission pricing process,2 and revises the existing ex-post network support 

pass through process.3 Further, it allows, but does not require, TNSPs to seek a 

determination from the AER that expenditure for a proposed SSNS payment, or a 

methodology for such a payment, as set out in a draft contract between the TNSP and SSNS 

provider will likely be prudent and efficient. That is, the expenditure for a proposed SSNS 

expenditure will likely be consistent with the operating expenditure (opex) objectives, criteria 

and factors, and the factors in clause 6A.7.2(i) relevant to a SSNS payment.4 

On 1 May 2026, APA Group as owner of Basslink Pty Ltd (Basslink) submitted an application 

to the AER seeking a determination that the payments and payment methodologies (payment 

terms) in its draft contract with Tasmania’s Hydro Electric Corporation (Hydro Tasmania) are 

likely to be prudent and efficient. The draft contract is for Basslink to procure NSCAS related 

load shedding and generation tripping services from Hydro Tasmania for a two year term from 

1 July 2026. These services are consistent with the existing Tasmanian Frequency Control 

System Protection Scheme (FCSPS). The FCSPS has been operated by TasNetworks since 

2006 using rapid generator tripping and load interruption services under contract to Hydro 

Tasmania to meet the Frequency Operating Standard (FOS), enabling Basslink to safely 

operate above the 144MW limit set by the FOS. As Basslink will become a regulated 

transmission network from 1 July 2026, and consistent with the ISF rule change, Basslink is 

required to contract the FCSPS services directly to enable it to continue operating at full 

capacity from this date.  

Basslink’s application sets out the payment terms under which it proposes to procure the 

FCSPS services from Hydro Tasmania from 1 July 2026 to 30 June 2028. The application 

outlines the information and evidence supporting Basslink’s submission that the draft 

 

1  AEMC, Rule determination, National Electricity Amendment (Improving security frameworks for the energy 

transition) Rule 2024, 28 March 2024. 

2  NER, cl 6A.23.3(h)(2). This rule change does not require a change to the AER’s existing Transmission Pricing 

Methodology guidelines. 

3  NER, cl 6A.7.2(i)(3a). The AER Guideline Procedural guideline for preparing a transmission network support 

pass through application June 2011 outlines the existing (pre-ISF Rule) process for undertaking annual 

network support payment pass throughs.  

4  NER, cl 6A.6.6A. 
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contract is eligible for an AER determination under clause 6A.6.6A(a) of the NER, meets the 

materiality threshold, and that the SSNS payment terms are likely prudent and efficient under 

the relevant NER criteria.   

We assessed Basslink’s application as eligible, published it on our website on 19 May 2026, 

and invited stakeholders to provide submissions on the application by 4 June 2026.  We 

received 7 submissions from Aurora Energy, Australian Financial Markets Association (AFMA), 

Centre for Smart Power and Energy Research (Deakin University), Hydro Tasmania, Marinus 

Link, the Tasmanian Government and TasNetworks. All submissions supported Basslink’s 

application and the need for Basslink to continue to operate at full capacity after 1 July 2026. 

AFMA, Aurora Energy and Hydro Tasmania raised concerns on the timing of the AER’s 

determination, noting uncertainty about the outcome of the determination could negatively 

impact outcomes in the Basslink settlements residue auction run by AEMO from 1 to 15 June 

2026. Submissions took different positions on the proposed 2 year term of the draft contract, 

with AFMA, Aurora Energy and Hydro Tasmania supporting a longer term to provide greater 

market certainty, while TasNetworks and Marinus Link supported the proposed 2 year term. 

Submissions also emphasised the need for consistency with earlier AER decisions, noting 

that the AER had recently approved Basslink’s conversion to a regulated asset and made its 

2026–30 revenue allowance based on Basslink’s unrestricted operation, which is contingent 

on Basslink accessing the FSCPS services in its proposed draft contact. Submissions are 

summarised in section 1.2 with more detail provided in Appendix B. 

We undertook targeted consultation on the application, including with APA Group and Hydro 

Tasmania to understand the operation of the FCSPS and the basis of the draft contract 

payment terms, and with AEMO to understand the potential interactions between our 

determination process and AEMO’s auction of Basslink settlement residues.  

We considered the information provided in Basslink’s application, along with the views 

provided through public consultation and direct engagement, to consider whether the 

payment terms in the draft contract are consistent with the NER requirements. In making this 

determination, we had regard to the criteria under clause 6A.6.6A of the NER, the AER’s 

System security network support payment Guideline,5 and the factors and information 

outlined in Sections 2 and 3 below.  

Our determination is that the payments and payment methodologies set out in the draft 

contract between Basslink and Hydro Tasmania are likely to result in expenditure that is 

prudent and efficient, i.e. expenditure that is consistent with the opex objectives, criteria and 

factors, and relevant network support payment pass through factors set out in the NER.6 

Section 3 below outlines the information we have had regard to, and our reasons for the 

decision in more detail. 

 

5  The SSNSP Guideline sets out our processes, eligibility criteria and thresholds, timing, and consultation 

processes for assessing an application, as well as the information we may have regard to when assessing the 

prudency and efficiency of proposed payments or payment methodologies in draft SSNS payment contracts. 

6  NER, cl 6A.6.6A (a)(3)-(6). Consistent with the AER’s SSNSP Guideline, we interpret the factors under clause 

6A.6.6A(a)(3)-(6) of the NER together as meaning that the AER makes a determination on whether a SSNS 

payment, or a methodology for such a payment, as described in a draft contract provided by the TNSP, is 

likely to result in future expenditure which can be reasonably considered to be prudent and efficient. 
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1 Introduction 

We received an application from Basslink seeking an AER determination that the payments 

and payment methodology (payment terms) set out in a draft SSNS payment contract 

between Basslink and Hydro Tasmania are likely to be prudent and efficient under clause 

6A.6.6A of the NER. The draft contract sets out the payment terms under which Hydro 

Tasmania will provide a prescribed level of NCAS-related load shedding and generation 

tripping services to Basslink for the period 1 July 2026 to 30 June 2028. 

This section sets out the AER’s role in assessing the application under clause 6A.6.6A of the 

NER and the actions Basslink took to negotiate the draft contract. Section 2 sets out the NER 

requirements for making this determination. Section 3 provides an overview of Basslink’s 

payment terms, the basis of our determination on the prudency and efficiency of those terms 

against the relevant NER criteria7, and the factors and information we may have regard to, as 

set out in our System security network support payment (SSNSP) guideline.8  

1.1 The AER’s role  

The AER exists to ensure all Australian energy consumers are better off, now and in the 

future. Consumers are at the heart of our work, and we focus on ensuring a secure, reliable 

and affordable energy future for Australia. We are the economic regulator for electricity 

distribution and transmission services in the National Electricity Market (NEM). Our 

electricity-related powers and functions are set out in the National Electricity Law (NEL) and 

NER. As the independent regulator, the national energy objectives guide the AER’s work in 

the long-term interests of consumers. 

Under the NER, the AER regulates Basslink’s revenues through transmission revenue 

determinations.9 Basslink’s first revenue determination for the 2026–30 regulatory control 

period runs from 1 July 2026 to 30 June 2030.10 Consistent with the ISF Rule, SSNS 

payment expenditures were not included in Basslink’s revenue determination, and instead 

are recovered through the annual process for forecasting and recovering system security 

costs for non-network solutions.11 

The ISF Rule allows, but does not require, regulated TNSPs to seek an ex-ante AER 

determination on whether proposed expenditure for a SSNS payment, or a methodology for 

such a payment, as set out in a draft contract between the TNSP and SSNS provider (e.g. a 

generator, battery, or large energy user) meets criteria indicating efficient and prudent 

expenditure (i.e. consistent with the operating expenditure objectives, criteria and factors, 

and amended network support payment pass through factors). Once any costs have been 

 

7  NER, cl 6A.6.6A(a)(3)-(6).  

8  AER, System Security Network Support Payment Guideline, November 2024, pp. 11-14. 

9  On 26 June 2025, the AER determined to convert the Basslink interconnector from a market network service 

to a prescribed transmission service. Our reasons for this decision can be found in our Final Decision. 

10  https://www.aer.gov.au/industry/registers/determinations/basslink-determination-2026-30/final-decision-

revenue-determination  

11  NER, cl 6A.23.3(h)(2) and NER, cl 6A.7.2(i)(3a). 
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incurred, the AER continues to review the actual expenditure to ensure that only efficient 

costs are passed through to customers.12  

1.2 Our process for this application 

Our assessment of the application included: 

• Pre-lodgement engagement: Basslink and the AER undertook early engagement on its 

application and draft contract, including meeting together with Hydro Tasmania to 

understand existing arrangements for the operation of the FCSPS. Basslink provided the 

AER with a draft of its application and Hydro Tasmania’s letter of offer proposing Hydro 

Tasmania make FCSPS load and generation tripping services available to Basslink. This 

pre-lodgement process enabled us to provide feedback on information gaps in Basslink’s 

draft application, and confirm the scope of any confidentiality claims before Basslink 

submitted its final application for consideration.   

• Application: Basslink lodged an eligible application on 1 May 2026. 

• Consultation on the application: The AER published a redacted version of the 

application on 19 May 2026, and invited energy consumers and other interested parties 

to make submissions by 4 June 2026. Specifically, we sought stakeholder views on the 

process Basslink followed to achieve the lowest possible cost outcome in the 

circumstances, and the proposed payment terms. 

• Submissions: We received 7 submissions from Aurora Energy, Australian Financial 

Markets Association (AFMA), Centre for Smart Power and Energy Research (Deakin 

University), Hydro Tasmania, Marinus Link, Tasmanian Government and TasNetworks. 

The submissions are summarised in Appendix B, with common issues raised including: 

o All submissions essentially supported Basslink’s application and the need for Basslink 

to continue to operate to its full capacity after 1 July 2026.  

o AFMA, Aurora Energy and Hydro Tasmania raised concerns regarding timing of the 

AER’s determination, noting uncertainty about the outcome of the decision may affect 

bidding behaviour, reduce market confidence and place downward pressure on 

auction outcomes in the Basslink settlements residue auction run by AEMO from 1 to 

15 June 2026. 

o Submissions took different positions on the proposed 2 year contract term. AFMA, 

Aurora Energy and Hydro Tasmania supported a longer term to provide greater 

market certainty. Marinus Link and TasNetworks supported the proposed term on the 

basis that a shorter term would be more flexible and avoid locking in arrangements 

while the Tasmanian power system and FCSPS design evolve.  

o Several submissions emphasised consistency with earlier AER decisions, noting that 

the AER had recently approved Basslink’s conversion to a regulated asset and made 

its 2026-30 revenue allowance based on Basslink’s unrestricted operation, which is 

contingent on Basslink accessing the FSCPS services in the draft contact. 

 

12  NER, cl 6A.6.6A. 
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• Targeted consultation: We undertook targeted consultation with APA Group and Hydro 

Tasmania to understand the basis of the draft contract payment terms, and the 

methodology used to derive costs, including the fixed availability fee. We also consulted 

with AEMO to understand the potential interactions between this determination process 

and AEMO’s auction of Basslink’s settlements residue. 

• Publication of this determination: We made and published notification of our headline 

decision on 12 June 2026. We considered this necessary to minimise the risk that 

uncertainty about the outcome of this determination could negatively impact outcomes in 

the Basslink settlements residue auction run by AEMO from 1 to 15 June 2026. This 

decision document, with our full reasoning, was published shortly after. 

• Timeframe for this determination: We are required to make our determination within 40 

business days of the date we receive an application that meets the eligibility criteria and 

materiality threshold set out in the SSNSP Guideline, or from the date we receive 

additional information sought in information requests. Basslink lodged an eligible 

application with us on 1 May 2026, which means that the AER was required to make a 

determination by 26 June 2026. This determination was made on 12 June within the 40-

business day timeframe set out in the SSNSP Guideline. The AER has discretion to 

extend this timeframe by up to 60 days. 

• Confidentiality: Basslink’s application and this determination include confidential 

information that has been redacted in accordance with the AER’s obligations regarding 

confidentiality, and the disclosure of information provided to it, under the Competition and 

Consumer Act (2010), National Electricity Law (NEL) and the NER. The redacted 

information relates to specific commercial terms in Basslink’s draft contract and contract 

negotiations between Basslink and Hydro Tasmania. Basslink submitted to the AER that 

publishing this information would negatively influence its ability to obtain competitive 

prices in future tender processes it may undertake to meet future system security needs. 

Following engagement with Basslink, we accepted Basslink’s proposed redactions on the 

basis that the information relates to market sensitive cost inputs. We have redacted the 

same information from the public version of this decision document.  

1.3 Basslink’s actions and the role of this 
determination  

Basslink, commissioned in 2006, was engineered to facilitate a continuous trans-Tasman 

power transfer capacity of approximately 500 MW (478 MW receiving end), and can increase 

this export up to 630 MW (594 MW receiving end) for northward flows for discrete periods 

within thermal constraints. However, the FOS imposes a 144MW single-event limit on both 

import and export directions to ensure the Tasmanian electricity system operates within a 

range of acceptable frequency levels and maintains reliability and stability of the power 

supply.13 Since 2006 the existing FCSPS, operated by TasNetworks under contract to Hydro 

Tasmania, has provided the rapid generator tripping and load interruption services required 

to allow Basslink to safely operate above the 144MW limit while meeting the FOS. As 

Basslink will become a regulated transmission network from 1 July 2026, and consistent with 

 

13  AEMC Reliability Panel, Frequency operating standard – Effective 9 October 2023, April 2023. 



Determination - System security network support payments and payment methodologies – Basslink and Hydro 
Tasmania 

 

9 

 

the ISF rule change, it is now required to contract these FCSPS services directly to enable it 

to continue operating at full capacity.  

To meet this requirement, in December 2024 Basslink conducted a competitive ‘request for 

tender’ seeking bids to supply the required FCSPS services. Basslink submitted that the 

tender process did not identify suitable service providers because the majority of significant 

industrial loads in Tasmania were already contracted with Hydro Tasmania as part of the 

existing FCSPS. Basslink further noted that Hydro Tasmania, as the only viable source of 

generator tripping, did not make a complying bid and instead sought to negotiate directly 

after the tender was closed.14 

Basslink submitted that as the tender process was unsuccessful, it commenced direct 

negotiation with Hydro Tasmania as the only supplier of the required generation tripping 

services, and the holder of existing, long-term supply contracts with the majority of potential 

suppliers of load shedding services in Tasmania.15  

On 1 May 2026, Basslink applied to the AER seeking a determination on the likely prudency 

and efficiency of the payment terms in a draft contract negotiated with Hydro Tasmania.   

Enabling TNSPs to seek the AER’s view on the prudency and efficiency of financially 

significant SSNS draft contracts provides additional comfort to TNSPs, before signing a 

contract, about the AER’s expectations and approaches to making our ex-post assessment 

of the expenditures incurred under the executed contract (i.e. as part of the AER’s 

subsequent network support payment pass-through determinations). This should improve 

TNSPs’ confidence when entering into a contract that they will be able to recover efficient 

operational costs. It should also improve the efficiency and ability of TNSPs to contract for 

SSNS services, and help level the playing field between network and non-network 

expenditures needed to meet the NEM’s system security needs.16   

 

14  Basslink, Application for the AER to make a determination on the methodology for a system security network 

support service, 1 May 2026, pp.  13-14 and 25. 

15  Basslink, Application for the AER to make a determination on the methodology for a system security network 

support service, 1 May 2026, pp. 13-14 and 25. 

16  AEMC, Rule determination, National Electricity Amendment (Improving security frameworks for the energy 

transition) Rule 2024, 28 March 2024, pp. 51-52. 
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2 The regulatory framework  

This section outlines the regulatory framework for the AER’s determinations on draft SSNS 

payment contracts. 

2.1 Determination requirements 

The purpose of clause 6A.6.6A of the NER is to enable TNSPs to seek a determination from 

the AER that an expenditure for a proposed payment or payment methodology in a draft 

SSNS payment contract are consistent with the relevant opex objectives, criteria and factors, 

and network support payment criteria, which we collectively refer to as ‘prudency and 

efficiency’. 

Box 1 lists the requirements under clause 6A.6.6A, including the criteria we must have 

regard to in determining prudency and efficiency, as well as requirements related to the 

process we follow, and under which we made and published our SSNSP Guideline. 

A determination by the AER must be consistent with the SSNSP Guideline, which sets out in 

further detail how we implement clause 6A.6.6A, including: 

• the processes and timeframes for the AER to make a determination 

• the eligibility criteria and threshold the AER will apply to determine that a draft contract is 

eligible for a review  

• the NER criteria and information we may have regard to in making a determination on the 

prudency and efficiency of a proposed payment or payment methodology in a draft 

contract. 
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Box 1: NER clause 6A.6.6A AER power to make advance determination with regard to 
future operating expenditure  

(a) The AER may, on application by a Transmission Network Service Provider, make a determination 

that expenditure for a proposed system security network support payment, or a methodology for 

such payment, specified in the determination, will be consistent with:  

(1) the operating expenditure objectives17;  

(2) the operating expenditure criteria18;  

(3) the operating expenditure factors19; and    

(4) the factors in clause 6A.7.2(i) relevant to a system security network support payment20.   

(b) An application submitted by a Transmission Network Service Provider under paragraph (a) must 

comply with any relevant requirements in the system security network support payment 

guidelines.  

(c) The AER may (but is not required to) consult in a manner it considers appropriate on the 

application submitted under paragraph (a) before making a determination.  

(d) A determination made by the AER under paragraph (a) must be consistent with the system 

security network support payment guidelines. 

(e) The AER must make and publish, and may amend, guidelines (system security network support 

payment guidelines) that set out: 

(1) the information to be included in an application submitted under paragraph (a); 

(2) any eligibility criteria or thresholds that will apply for system security network support        

payments before the AER will accept an application for under paragraph (a); 

(3) the process and timeframes for the AER to make its determination under paragraph (a); and 

(4) the relevant factors the AER must consider in making its determination under paragraph (a)21 

(5) any other matters the AER considers relevant. 

Clauses 6A.6.6(e)(13a) and 6A.7.2A(i)(3a)(iii) also require the AER to take into account an ex-ante 

determination made on a draft contract in any future related network support payment pass through 

determination for costs incurred under the same contract. 

 

 

17  The opex objectives are contained in cl 6A.6.6(a). 

18  The opex criteria are contained in cl 6A.6.6(c)(1)-(3). 

19  The opex factors are contained in cl 6A.6.6(e)(1)-(14). 

20  The factors relevant to a SSNS payment in cl 6A.7.2(i) refer to the network support pass through 

requirements. 

21  At the time the SSNSP Guideline was made and published, cl 6A.6.6A did not require the AER to set out the 

relevant factors the AER must consider in making its determination under cl 6A.6.6A(a). The SSNSP 

Guideline sets out the factors that the AER may consider in making its determination. 
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3 Assessment of the application 

This section set out our determination, the information we have had regard to, and our 

reasons against the requirements under clause 6A.6.6A of the NER. 

3.1 Our determination 

Based on our consideration of all the matters set out in this decision, we make a 

determination under rule 6A.6.6A(a) that the SSNS payments and payment methodologies 

(payment terms) set out in the draft contract between Basslink and Hydro Tasmania will likely 

result in expenditure that is prudent and efficient (i.e. consistent with the opex objectives, 

criteria and factors, and relevant network support pass through factors).22 

We consider Basslink’s application is eligible for a determination because we are satisfied 

that all relevant regulatory processes have been completed, that the services in the draft 

contract are required to meet the FOS, and that engaging these services to enable Basslink 

to continue operating above the 144MW limit generates net benefits, and is in the long term 

interest of electricity consumers. We further consider Basslink’s application includes all the 

relevant information required for us to make this determination,23 and meets the materiality 

threshold, meaning the expected average annual payment under the draft contract exceeds 

1% of Basslink’s approved unsmoothed revenues in a regulatory year for the regulatory 

control period. Our assessment against the eligibility and threshold requirements to accept 

an application under clause 6A.6.6A(a) is outlined in more detail in Section 3.2 (Table 1). 

We consider the payment terms are prudent because they relate to SSNS services that are 

required to meet AEMO’s network standards as defined in the NER, and that procuring these 

services (and enabling Basslink to continue to operate at full capacity from 1 July 2026) will 

provide net benefits and be in the long-term interests of consumers. Further, we consider 

that the draft contract does not include unnecessary cost components, unnecessarily large 

cost components, or triggers for cost components that could be considered unnecessary, or 

overly ambiguous and likely to result in unnecessary costs being incurred. 

We consider the payment terms are efficient because the draft contract likely represents the 

least cost Basslink could reasonably achieve in the circumstances through a negotiated 

process with Hydro Tasmania. Further, we consider that the payment terms are not 

unreasonable having regard to Hydro Tasmania’s cost of supplying the services, payments 

or payment methodologies for similar services in similar circumstances, and the costs of 

realistic alternatives for obtaining the same service. Consistent with the prudency finding, we 

further consider that the cost components, mix of cost components, and triggers are not 

 

22  NER cl 6A.6.6A(a)(3)-(6). Consistent with the AER’s SSNSP Guideline, we interpret the factors under clause 

6A.6.6A(a)(3)-(6) of the NER together as meaning that the AER makes a determination on whether a SSNS 

payment, or a methodology for such a payment, as described in a draft contract provided by the TNSP, is 

likely to result in future expenditure which can be reasonably considered to be prudent and efficient.  

23  Chapter 4 of the SSNSP Guideline sets out the relevant information an application must include. 
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for FCSPS tripping depending on the type of outage, and site-specific requirements of the 

industrial loads.27  

Basslink submitted that the load shedding portfolio in Box 2 is consistent with the current 

FCSPS arrangements supporting Basslink's full import-side transfer capability, and that the 

configuration may evolve over time as participant arrangements are renewed or substituted. 

The draft contract includes clauses through which Hydro Tasmania warrants that it must use 

all reasonable endeavours to maintain and procure any additional contractual commitments 

from large electricity users in Tasmania, as may be necessary, to provide the aggregate load 

shedding capability supporting the 478 MW Basslink import requirement.28 

Box 2: Load shedding portfolio29 

 

 

Generator tripping portfolio 

The draft SSNS contract includes the provision of generation tripping services shown in 

Box 3. Basslink submitted that these rapid generator-tripping rights over the Hydro Tasmania 

generation portfolio are sufficient to meet the export-side single-event requirement of 630 

MW, consistent with the FOS. Basslink submits that, as with the load-tripping portfolio, the 

 

27  Basslink, Application for the AER to make a determination on the methodology for a system security network 

support service, 1 May 2026, p. 7. 

28  Basslink, Application for the AER to make a determination on the methodology for a system security network 

support service, 1 May 2026, p. 6, Basslink FCSPS Agreement 2026, section 4.2 Load Tripping. 

29  Basslink, Application for the AER to make a determination on the methodology for a system security network 

support service, 1 May 2026, p. 7. 
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contracted level of generation tripping of 1,455 MW provides a required level of redundancy 

to support full flows on the interconnector.30 

Box 3: Generator tripping portfolio31 

 

 

Payment terms 

The SSNS draft contract has a 2 year term commencing 1 July 2026 and ending 30 June 

2028, with payment terms that include:32 

• a fixed service availability fee of $  per year for 

Hydro Tasmania making available, on demand, the prescribed portfolio of load 

shedding and generation tripping services. There are no variable or event specific 

fees. 

• a service availability amount that can be subtracted from the service availability fee 

where Hydro Tasmania fails to meet its required Average Service Availability Factor 

for a contract period. 

• an adjustment by CPI calculated on 1 July 2027. 

 

30  Basslink, Application for the AER to make a determination on the methodology for a system security network 

support service, 1 May 2026, p. 7. 

31  Basslink, Application for the AER to make a determination on the methodology for a system security network 

support service, 1 May 2026, p. 7. 

32  Basslink, Application for the AER to make a determination on the methodology for a system security network 

support service, 1 May 2026, pages 7-8. 
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• a cost pass through provision, allowing Hydro Tasmania to pass through to 

Basslink, any costs it or its commercial load shedding partners incur, for maintenance 

or upgrades to their components of the FCSPS operating system that TasNetworks 

deems necessary, as the operator of the FCSPS. 

Basis for the service availability fee 

Hydro Tasmania submitted to the AER that the $  service availability fee represents 

a structural cost pass through of the estimated cost it incurs in providing the bundled FCSPS 

service to the existing scheme, drawing on its existing supply arrangements with large 

electricity users in Tasmania and its own generation assets, with no margin retained by 

Hydro Tasmania.33 

Hydro Tasmania further noted that the supply terms for these load shedding services were 

negotiated with a group of large Tasmanian electricity users in the run up to Basslink’s 

commissioning in 2006, and that these agreements are renewed periodically as supply 

agreements expire. Hydro Tasmania submitted that it had (and continues to have) a strong 

incentive to acquire the load shedding services at least cost under the existing FCSPS as it 

absorbs these costs. To this end, Hydro Tasmania stated that it has made best endeavours 

to negotiate its existing agreements with a group of large users it considered were willing and 

able to provide the best mix of sheddable load at least cost. Hydro Tasmania noted that it, 

and TasNetworks, have reevaluated the existing FCSPS load shedding arrangements 

against alternatives over time, and have not yet identified a more cost-effective option for 

enabling Basslink to operate at its full transfer capability.34 

Hydro Tasmania further explained that the existing load shedding agreements it has 

negotiated do not include explicit payments or payment methodologies for the load shedding 

services. The agreements require the commercial loads to be available whenever called on 

by TasNetworks, and in exchange, the loads have been given preferential supply 

arrangements in lieu of a direct payment. Hydro Tasmania stated that the level of cost it has 

been willing to incur (or preferential supply terms it has been willing to offer) are based on its 

estimate of the regional benefit to Tasmania of enabling Basslink’s full import capacity, pro-

rated proportionally for size of the load a commercial user could shed. The regional benefits 

were defined as the incremental quantity of electricity imported to Tasmania by a fully 

enabled Basslink times the lower Victorian market price.35 

Hydro Tasmania submitted to the AER that this value based methodology, which was used 

to derive the proposed $  annual service availability fee: 

• recognises the fact that larger participants contribute more load to the scheme and 

are therefore more valuable when it comes to scheme participation 

 

33  Hydro Tasmania, Email to the AER, 8 June 2026; Basslink, Application for the AER to make a determination 

on the methodology for a system security network support service, 1 May 2026, pp. 13-14. 

34  Hydro Tasmania, Email to the AER, 8 June 2026; Basslink, Application for the AER to make a determination 

on the methodology for a system security network support service, 1 May 2026, pp. 15-16. 

35  Hydro Tasmania, Email to the AER, 8 June 2026; Basslink, Application for the AER to make a determination 

on the methodology for a system security network support service, 1 May 2026, pp. 13-14. 
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maintenance or upgrades to their components of the FCSPS operating system that 

TasNetworks deems necessary, as the operator of the FCSPS. Basslink submits that 

categories of costs may include new protection relay hardware, software upgrades, or 

communications system changes. Costs arising under this clause are passed through from 

the service provider to Basslink on an as-incurred basis and are outside the scope of the 

fixed monthly fee.39  

3.3.2 Prudency and efficiency 

Consistent with our SSNSP Guideline, we interpret the factors set out under clause 

6A.6.6A(a)(3)-(6)40 together as meaning that the AER makes a determination on whether a 

SSNS payment or payment methodology described in a draft contract is likely to result in 

future expenditure which can be reasonably considered to be prudent and efficient (i.e. 

consistent with the opex objectives, criteria and factors, and relevant network support 

payment pass through factors).41 

We note that we do not approve a specific forecast amount of expenditure as part of this 

determination, rather we assess if the proposed payment terms in the draft contract are likely 

to result in a prudent and efficient expenditure if the contract terms are followed. We are also 

not required to provide a view on other terms in the proposed draft contract, or on the 

efficiency of AEMO’s operational enablement of the contract, once executed, to meet real-

time system security needs. However, the AER may, at its discretion, comment on any 

component of the draft contact that it considers is relevant to its overall assessment of 

prudency and efficiency.42 

Table 2 below sets out the type of information we could have regard to determine prudency 

and efficiency under clause 6A.6.6A(a)(3)-(6),43 along with the rationale for why we find 

Basslink’s payment terms are likely to be prudent and efficient. The specific information the 

AER considers in any assessment will vary on a case-by-case basis depending on the nature 

and circumstances of the draft contract being reviewed, and the available information and 

evidence.  

 

39  Basslink, Application for the AER to make a determination on the methodology for a system security network 

support service, 1 May 2026, p. 8. 

40  A rule change was made on 13 March 2025 after the making and publication of the SSNSP Guideline. As a 

result of the rule change, the relevant opex objectives, criteria and factors formerly contained in subclauses 

6A.6.6A(a)(1)-(4) and referred to in the SSNSP Guideline are now contained in subclauses 6A.6.6A(a)(3)-(6) 

of the NER. 

41  AER, System Security Network Support Payment Guideline, November 2024, p. 7. 

42  AER, System Security Network Support Payment Guideline, November 2024, p. 8. 

43  AER, System Security Network Support Payment Guideline, November 2024, pp. 11-13. The specific 

information the AER considers in any assessment will vary on a case-by-case basis depending on the nature 

and circumstances of the draft contract being reviewed and the available information and evidence. 
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Appendix A: Summary of stakeholder submissions 

Aurora Energy 

Aurora Energy supports approval of the application on the basis that Basslink is a critical 

Tasmanian asset and that continued operation at full capacity is important for system 

security, wholesale market efficiency and consumer outcomes. Aurora Energy also submits 

that the application should be determined in sufficient time to provide certainty ahead of the 

first Basslink settlements residue auction, and that the term of the SSNS contract should 

align with the period over which Basslink is permitted to operate as a regulated 

interconnector. 

Australian Financial Markets Association (AFMA) 

AFMA’s submission focuses on the implications of the application for settlements residue 

auctions and trading certainty. AFMA submits that the current decision timetable may leave 

market participants uncertain as to sustainable Basslink capacity at the time of the initial 

auction, which may in turn reduce the ability of participants to manage inter-regional 

positions efficiently. AFMA therefore supports greater certainty before the auction and 

submits that a five-year approval period would be preferable, given the auction horizon 

extends to 2029. 

Centre for Smart Power and Energy Research (Deakin University) 

The Centre for Smart Power and Energy Research does not oppose approval of the 

application or the continued use of the FCSPS under current conditions. Its submission 

instead focuses on the governance of long-duration system security arrangements in an 

evolving, increasingly inverter-dominated power system. It submits that prudency and 

efficiency should not be treated as static over the life of the contract, particularly where 

procurement options are constrained and payment structures are availability-based. On that 

basis, it argues that the AER should place greater emphasis on lifecycle observability, 

including transparency of technical assumptions, reporting on service availability and actual 

performance, reviewability of material changes, and visibility of consumer risk over the 

contract term. More broadly, the submission characterises the review as an opportunity to 

support adaptive governance for future system security service arrangements as operating 

conditions, technologies and system requirements continue to change. 

Hydro Tasmania 

Hydro Tasmania supports APA’s application and submits that it would be inconsistent for the 

AER to recognise the prudency and efficiency of FCSPS hardware and full-capability 

Basslink infrastructure, but not the services required to enable those assets to operate at full 

transfer levels. Hydro Tasmania also emphasises the desirability of certainty before the first 

settlements residue auction and supports a longer contract term, noting that it offered APA 

Group a four-year agreement. In Hydro Tasmania’s view, a longer term could nevertheless 

preserve flexibility because the proposed contract would allow APA Group to replace some 

or all services if alternative arrangements become viable, including potential future battery-

based solutions. 
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Marinus Link 

Marinus Link Pty Ltd (Marinus Link) strongly supports APA’s application. Marinus Link 

submits that it considers APA Group acted prudently and efficiently in conducting a 

competitive tender process for the FCSPS, and that the contract terms resulting from direct 

negotiations with Hydro Tasmania (the only possible supplier of the services) are reasonable 

in the circumstances. Marinus Link further supports the 2-year contract term noting it 

provides a degree of flexibility for APA, and that the benefits of contracting Hydro Tasmania 

for the FCSPS substantially outweigh the associated costs. 

Tasmanian Government 

The Tasmanian Government strongly supports the application and characterises the FCSPS 

as essential to Basslink’s effective operation above the single-event limit. It submits that the 

cost of tripping services should be treated consistently with the associated physical 

infrastructure and recovered using the same 75:25 allocation between Victoria and Tasmania 

referred to in earlier submissions. The Tasmanian Government also submits that full Basslink 

capability underpins reliability, efficient dispatch, investment outcomes and future 

interconnector arrangements, including Marinus Link, and seeks a priority decision before the 

new regulatory period commences on 1 July 2026. 

TasNetworks 

TasNetworks supports approval of the application but takes a different position on contract 

duration. It submits that FCSPS services are fundamentally necessary to avoid constraining 

Basslink to around 144MW and that approval of the contract is operationally necessary. 

However, TasNetworks supports the proposed 24-month term on the basis that the transition 

from the historical single-counterparty model to a more open regulated framework is 

occurring under tight time constraints, and in the context of a rapidly changing Tasmanian 

power system. In TasNetworks’ view, a shorter initial term would allow time to redesign future 

arrangements to reflect new generators, storage, changing load profiles and upgrades to 

system protection schemes. 

 

 







