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A point to note is that the interconnecting service operates as a natural monopoly – it makes sense to 

have a single provider, as no one will win if we end up with competing network infrastructure in our 

streets.  In lieu of competition, electricity distribution networks are regulated, and appropriately so.  

We need to ensure that the regulation leads to efficient outcomes, and this means that users of our 

service need to pay for that service.  Customers with generation seek to use our service to get their 

“product” to users.  These generating customers are “users” of our service, and for the most part, they 

are currently using our service free-of-charge. 

Challenges rewarding demand response to address a congestion 

Pricing mechanisms are a blunt tool to entice generation or demand response.  Our prices apply over 

broad categories of customers and across wide areas of our network.  In many respects, prices reflect 

longer-term costs of our service to ensure consistency and stability for customers. 

Pricing mechanisms are difficult to deploy in a meaningful way because of a number of electricity 

network realities, which include: 

• Our engineers, acting efficiently, will reconfigure the network over time to address congestion, 

changing open points and moving load both in and out of a congested area to better utilise 

capacity, sometimes on a seasonal basis.  This makes any pricing response volatile, as 

customers can find themselves within a congested area one day, and outside the congested 

area the next. 

• Sometimes it takes just one large customer to disconnect and a constraint can be alleviated.  A 

pricing incentive can disappear overnight, without warning. 

• In some situations it will take just one new large customer to force a network solution to 

address a constraint.  In this situation, once we are committed to an upgrade, any pricing 

incentive to address the congestion can disappear overnight, without warning. 

In our experience, the level of volatility in the availability of credits will not sit well with customers 

looking to make an investment in distributed generation.  Those that elect to size their investment to 

provide export capability, will not appreciate an outcome where expected benefits are no longer 

available. 

We are also conscious that pricing incentives need a long lead time to be effective; customers need to 

be rewarded in advance of the network deferral or avoidance to allow the response to develop.  This 

creates a risk for our customer base that funds these incentives, as there’s no guarantee that the 

benefits will eventuate. 

A more nuanced and targeted approach can be taken if the demand or generation response is 

attracted via a flexibility arrangement.  We see this as an operational expense instead of a refund or 

rebate of charges.  The arrangement more transparently competes with the network solution and can 

be targeted at times, areas and situations where a real benefit is provided. 

A pricing and flexibility package could work in tandem, but we’d need to be careful that the combined 

reward didn’t exceed lead to higher costs for our customers than the network solution that we are 

looking to avoid or delay. 

We are of the view that, as an industry, we should promote and develop flexibility service options, 

rather than blunt pricing incentives. 
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Time-bound rebates are challenging 

We have considerable experience applying dynamically signalled credits for a generation response.  In 

situations where these are to address peak loads, the duration of such a signal can vary significantly 

from one peak season to the next, as loading levels are driven by external influences, like weather.  

This raises a number of challenges: 

• There may be no need to issue a signal in some years (and we have experienced dissatisfied 

customer responses where they have not been given the opportunity to benefit from credits). 

• There may be extended calls for generation response in other years, where high loading levels 

persist in response to weather.  This can easily increase the cost of the response to a level 

where it exceeds the cost of a traditional network solution, placing an undue burden on 

customers. 

In our experience, customers that are dissatisfied with the returns that they receive tend to become 

disillusioned with the interaction.  This can have impacts that reach far beyond the transaction in 

question, and can influence how the customer might respond to future options and incentives. 

Where we know that the outcome for customers may be volatile, we think we should be careful about 

how we promote and attract customers.  Publishing and applying rebate prices will not always provide 

the opportunity for the level of interaction that is needed explain the risks to customer. 

Pricing can’t distinguish certainty of response 

Providing a time-bound energy credit will reward customers for periods where they are able to respond 

to a signal.  However, congestion is only alleviated if a response is available throughout a period of 

congestion.  Of particular note: 

• It would not be efficient for a network operator to reward day-time solar driven export when a 

signal to an equivalent evening peak might go unanswered. 

• It would not be efficient to reward battery driven export that regularly contributes during the 

first few hours of a signalled peak, but lacks the capacity to continue contributing where the 

peak extends beyond this duration. 

Peaks are addressed with kW not kWh 

A better way to structure an incentive is to let the generating customer address the duration risk, and 

apply a kW-based credit for the minimum contribution during signalled periods (or the combined 

minimum contribution from a group of customers).  This approach ensures that customers are 

rewarded on a basis that is consistent with the extent to which they actually address the congestion. 

That is, kWh (volume) based credits are crude, and will lead to situations where payments are made (at 

the expense of other customers) where no benefits are derived.  Unfortunately, an alternative 

approach of basing credits on the rate of export (kW-based) is far more complex to measure, apply, 

and a lot harder for the customer to understand. 

Standard network sizing vs efficient network sizing 

We currently build our low voltage network to standard sizing levels.  We find this to be the most 

efficient approach where customer demands can vary over the life of the network, because the cost to 

retrofit additional capacity vastly exceeds the initial cost of installation.  While the initial customer 

might have access to energy alternatives, future customers at the premise might seek electrical 

solutions. 
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As the uptake of solar and battery and EV charging technology continues, we see a future where these 

appliances come and go from properties.  It certainly isn’t efficient for us to increase and reduce the 

size of the cables in the ground as these changes occur. 

Overall, we think that the introduction of generation technology will increase the tiers of our network 

where standard sizing becomes the most efficient approach, rather than reducing it.  Then, in terms of 

network infrastructure, we are of the view that the benefits of distributed generation will only manifest 

in the upstream network, at the zone substation, subtransmission and national grid level. 

Noting that the Electricity Authority has regulated to preclude any benefits to exporting generators at 

the national grid level (and even charge additional amounts to large generators that meet network load 

that previously was delivered via the grid), this leaves a relatively small set of network assets where 

generating customers might usefully contribute and benefit from a rebate scheme. 

 

Concluding remarks 

Thank you again for the opportunity to provide feedback.  If you have any queries regarding these 

comments, please feel free to contact me on  or at  

 
Alex Nisbet 
Pricing & Regulatory Manager 

 

   






















