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10 September 2020

Merryn York

Acting Chair

Australian Energy Market Commission
PO Box A2449

SYDNEY SOUTH NSW 1235

Dear Merryn

Re: ERC0311: Distributed Energy Resources integration — updating regulatory arrangements

CitiPower, Powercor and United Energy welcome the opportunity to respond to the Australian Energy Market
Commission’s (AEMC) consultation paper on distributed energy resources (DER) integration —updating
regulatory arrangements.

The National Electricity Market (NEM) is transforming—large central generators aregiving way toa new normal
inwhich the energy exported by customers’ rooftop solar and other DERis anincreasingly significant part of
Australia’s energy mix.

We fully appreciatethe importantrole our networks playin facilitating new energy technology, such as rooftop
solar,and the benefits this delivers for the environment and the communities we serve. The challengeis to
supportthe uptake of these technologies and help consumers take control of their energy choices whilealso
sustaining distribution systemsecurity.

SA Power Networks (SAPN), the St Vincent de Paul Society Victoria (SVDP), and Total Environment Centre (TEC)
together with the Australian Council of Social Service (ACOSS) consider theregulatory framework is no longer fit-
for-purpose, givenitwas not designed for two-way flows of electricity. Therulechangeproposalsaimto unlock
the benefits of DER by identifying reform options that promote greater flexibility for the Australian Energy
Regulator (AER) and distributors to efficiently manage each jurisdiction’s circumstances and meet consumer
protections.

We supportupdating the regulatory framework to ensure itis fit-for-purpose. However we believe that to
minimisethedisruption to particular classes of customers, consideration should be given to introducing change
over a period of time. In our view:

e the rightframework andincentives should be provided for efficient network investment in DER hosting
capacity

e the regulatory framework should be updated to recognisethe evolvingroleof distributors, thereby enabling
the introduction of exporttariffs over the longer term

e careful considerationisrequired beforeintroducinga baselevel of DER exports however firmaccess’is not
appropriate.

We have expanded on several key issues below.
1. Distributors should be encouraged to enable the efficient level of DER

The TEC/ACOSS proposal seeks to encourage us to increase our hosting capacity for DER. We have no objection
to increasing our hosting capacity provided theregulatory frameworkis amended to facilitate this. Weare
already seekingto enableefficient DER through our proposedinvestments in solar enablementand digital
networks, which build upon our existing smart meter platform.This investmentwill allow the majority of our
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consumers to connect their solar systems and provide a level of export which will provide net ben efits to all
consumers including those without DER.

2. The market benefits test should be extended to recognise wider DER benefits

Currently, our DER hosting capacityis notseparated-outas a valuefor consumers. Itis a benefitwe provide but
we do not havea directquantifiable benefitcaptured that we can attest to.

We strongly support extending the market benefits test to recognise wider DER benefits, such as wholesaleor

behind-the-meter benefits. Indeed we supportexpandingthe definition of market benefits to includesocietal
and environmental benefits from DER, such as decarbonisation.

Whileoutsidethe scopeof these rulechanges, we also supportthe National Electricity Objective being amended
to explicitly recognisethesesocietal benefits. This will ensurethat DER investment decisions can be made where
the benefits to society outweigh the costs of the program, thereby supporting a greater penetration of DER on
distribution networks whichis inthelong-terminterest of consumers.

We supportin-principlethe AER’s work on valuing DER and recognising DER consumer value,including
decarbonisation and lower prices. This isa very positivestep, as until thereis anagreed valueto DER it will be
very challenging for network businesses to proposea business casewhichis capable of AER acceptance.

3. The definition of distribution services should reflect consumption and export

We acknowledgethe evolvingroleof our businessand believe the definition of terms applicableto ‘distribution
service’inthe National Electricity Rules (NER) need to be amended so that these terms explicitly recognisethat
the distribution network now not only provide consumption servicebutalso provide exportservice.

If export services aredefined as being ‘distribution services’, the AER will beabletothen classify thoseservices
inits Framework and Approach process for each distributors’ regulatory reset. We supportthe SAPN approach
for these to be classified as standard control services. Many of the network investments for consumption
services also supportexportservices, and attemptingto classify these differently will raise serious challenges for
costallocationandtheregulatory assetbase. Itwill also stifleinnovation including theadoption of other forms
of technology, such as batteries, which can beused to manageand operate the network and provide consumer
choiceatleastcost.

4. We support the removal of clause 6.1.4 of the NER

We supportthe removal of clause 6.1.4 of the NER and believethe introduction of exporttariffs are necessary
over the longterm as we transitionto a two-sided market. These could be facilitated through the Tariff Structure

Statement which we discusswith our stakeholders priorto lodging with the AER. We would plan for extensive
stakeholder engagement prior to submission including consultation with our customer advisorypanel (CAP).

Consistentwith the currentdistribution pricing rules we supporta managed introduction over a period of time
to minimisethe risk of price shocks to our customers. Management of any priceshockis essential to garner
community and government supportfor export tariffs.

A regulatory regime which accommodates exportcharges will enable more efficient prices signals to be provided
to customers upon which to basetheir DER investment and operations decisions.Itwillalsoimprovethe
allocation of costs between those customers consuming fromthe grid and those exportingto the grid.
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5. Careful consideration is required before introducing a base level of DER exports and corresponding
performance standards

Introducing baselevels of DER export capacity requires careful consideration. Whilst we strongly support
outcomes-based measures and indeed, consider our customers are entitled to a minimum level of expectations,
the setting of baselevels mustnecessarily differ across and within networks.

The network characteristics of Australian distributors can differ markedly. This can bethe caseeven withina
network such as thatof Powercor. Acommon national minimumstandardisunlikely toresultin an efficient
outcome given the different starting points of networks interms of DER penetration, levels of existing network
utilisation and network structuree.g. singlewireearth return (SWER) networks. The costs shouldbe weighed
againstthebenefits of this element of the proposal.

Whilstwesupportthe concept of baselevels of performance, these arebest negotiated by individual
distributors with the customers/AER in the context of that network and whatcustomers areable, and willing, to
afford. We strongly supportanincentivescheme with baselevel performance measures that can be aggregated.
We believe that baselevels of performanceshould notgo down to the customer level but ratherit should bean
aggregated measure per network. Itis notappropriateto havea ‘one sizefits all’approachacross the NEM given
the uniquechallenges across different networks.

Considerationshould also be given to the impact of performanceagainstservice standards with the emergence
of aggregator models. The co-ordinated use of DER, without regard to network limitations, canincrease the
instances of DER constraintand resultin the deterioration of reliability and higher costs.

6. Firm access is not appropriate

Applyingfirmaccess to residential customers for solarexportis inconsistent with open access for consumption
andraises serious competitive neutrality concerns. Firmaccess mustbeconsidered acrosstheentiresupply
chain, including transmission generators, large generators connected to the distribution network and residential
households with solar PV.Firmaccess also raisesimplementation issues in terms of grandfathering existing
capacity and theability of distributorsto manageitin the context of a set of rules designed for open access.

Should you have any queries, pleasecontact Elizabeth Carlileon 0419 878 852 or ecarlile@powercor.com.au.

Yours sincerely,

/C/ “L oW vV -rTf\

Renate Vogt
General Manger Regulation
CitiPower, Powercor and United Energy
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