
  

   

Addressing CAP feedback 
Future of the NEM meeting, 19 April 2021 

 
Table 1 Enabling demand side participation in a two-sided market 

What we heard What we propose to do 

Draft principles to enable greater DER participation 

• General agreement that the draft principles are all 
important and cover the key points 

• Recommendation to include a clearer principle 
regarding information provision to customers to 
assist them in making informed decisions and choices 

• Recommendation to include a clearer principle about 
creating a level playing field for third parties  

• Recommendation to revisit the framing of the 
principles so it is from the customer perspective i.e. 
speaking from the customer voice and not the 
network voice 

• There is also the risk of increasing confusion through 
more competition (and customers already have bill 
fatigue). Recommendation to consider a 
commitment for simpler and more certain products 
as part of a transition to more complex products 

• Recommendation to add to the principles a point 
about customer capacity to participate. Note this is 
distinct from being allowed to participate—having 
the physical capacity to do demand response is not 
universal. It is easier to participate in Victoria given 
the smart meters 

• Principle 2 is focused on the adequacy of rewards to 
participants. It is important to clarify the use of DER 
should deliver improvements to all consumers not 

We have updated our proposed principles to the following (with red indicating proposed 

changes). We will present these principles in our submission to the Energy Security Board’s (ESB) 

options paper released in April 2021, in reference to their proposed risk assessment tool for 

customer protections.  

 

Customers should have easy 

access to voluntary 

opportunities to participate

Participation should be rewarded in a 

way customers understand and 

value

No customers should be worse 

off because of more DER 

participation

Ensure voluntary and opt-in/opt-out 

arrangement

Customer choose whether to 

participate, whether that be with 

distributors, aggregators or community 

groups

Customer have access to simple, plain 

English materials that advise on 

avenues to market participation, 

perhaps at time of installation of DER 

or smart appliances

Customer choice should be supported

by easy to understand data and

information on energy usage, efficient 

behaviour and market participation

Financial rewards from demand side 

participation should be simple to understand to 

begin with and clearly linked to participation. As 

participation increases and the consumers 

better understand the market, there can be 

more complexity

To account for the risk of potential 

misunderstanding/miscommunication, rewards 

should be asymmetrical, i.e. there should only 

be rewards and no penalties

Customers should be able to easily identify and 

compare offers between distributors and 

retailers/aggregators, and there should be an 

independent website or local 

communities/government websites to explain 

the ins and outs of the average offer

Customer protections should be developed 

based on historical learnings. Customers 

should be protected from highly complex or 

misleading agreements and those with high 

risk of cyber attacks

There should be regulatory oversight of 

demand management schemes, including 

both distributors and third parties to ensure 

customer are no worse off or having their 

opportunities to participate in other market 

curtailed. This includes monitoring how data 

sharing is leveling the playing-field between 

networks and market participants

Ultimately, customer participation should 

result in measurable benefits to all 

customers, not just those participating



  

   

just DER participants. Recommend that part of the 
principles should be achieving benefits for all 

• Recommend adding more detail to the risk principles 
including cyber security to recognising its criticality 

• The relationship between distributors and retailers 
and the mediation of the offerings by retailers will be 
critical to how beneficial and understandable these 
arrangements are. Thinking about this relationship is 
key 

• The expectation that customers will compare 
different service offerings is overstated. It is likely 
large customers will do this but not small 

The role of distributors in demand management and response 

• Networks should get their story straight in this space 
and then educate customers and communities  

• Customers will get offers from networks for one 
thing, retailers for another and an aggregator for 
another. The process needs to be simpler to be 
successful. The complexities need to be dealt with 
through potential partnerships 

• There is broad sympathy towards distributors 
continuing to play in this space. An advantage of 
distributors is they have practise in considering 
equity and customer impacts in their operation 
which an aggregator may not have 

• Networks are well positioned to respond to their 
own problems on the network in this space, and this 
should not necessarily be seen as anti-competitive 
behaviour or blocking innovation. However, where 
networks have a monopoly over all the information 
then that is a valid concern that must be addressed 

In response to the ESB consultation paper,  we will continue to advance arguments for 

distributors to have an ongoing role in the provision of demand management and demand 

response service. We will argue this offers customers: 

• more choice – while too many choices can be overwhelming, we believe our demand 
management programs are relatively simple to understand and are unlikely to add to 
complexity 

• a low cost solution that benefits all customers – demand management that is procured at 
the right location, at the right time, offers the potential for a lower cost solution 
compared to network management. By procuring the service directly from our customers, 
we are able to set the time, location and the critical mass of the desired response, leading 
to lower costs of operating the network. 

In our submission, we propose to include that the CAP has broadly supported the continuation of 

demand response by distributors; however, they wanted us to do more to facilitate third party 

participation in this space and consider more partnerships with retailers/communities.  

To facilitate the third party market for demand participation, we will publish low voltage capacity 

constraint data for all three networks from 2021, as well as exploring opportunities to share data 

with communities across our networks to facilitate innovative solutions such as community 



  

   

• Distributors need to be clear on the value 
proposition they are offering and that it is unique. 
There should be clarity and purpose for what is 
wanted for customer participation with demand 
response 

• Recommend developing the conversation on the 
locational specifications of demand management 
programs, to pre-empt confusion from customers 

• The goal is to offer services that create value for the 
individuals and communities and the wider system, 
whether through distributors or not. If the purity of 
competition is preserved but there are higher system 
costs this will not a be a preferable outcome  

• The main concern around distributor’s providing 
demand management is how much distributors allow 
competitors to enter the market and how they can 
work together to create the most efficient solution 

• There is a very clear role for networks as the network 
provider and the platform needs to be clear and 
open to allow different parties to play and to also 
allow different levels of consumer engagement. For 
example, some consumers will just want to ‘set and 
forget’ 

• Recommendation to enter partnerships with retailers 
and householders in areas where there is a network 
issue. All work together on a common problem 

• Recommendation to take these conversations into 
local communities. Distributors have the unique 
opportunity to address all communities  

• Choice is fantastic but not always realistic. This 

would fundamentally change the customer 

experience of the distributor. It is really challenging 

batteries. We will also endeavour to ensure the network constraint data is readily available from 

our website in an easy to understand format.  In the medium term we will advocate for a 

common industry platform that provide network constraint data in a common format.  

We are exploring more partnership opportunities with communities and retailers. This includes 

our existing partnerships with Simply Energy for our United Energy pole-top batteries, and the 

partnership with Yarra Energy Foundation on our community battery trial. We are keen to explore 

more opportunities for partnerships, including on demand response where appropriate. 

We will also conduct an information campaign across our communities about demand response 

opportunities across our networks, where customers can opt-in to be rewarded when they 

choose to. 



  

   

to trust we can get this right, particularly with the 

media 

Need for a ‘back stop’ in terms of system security 

• Not having a backstop is very risky and it will 
perhaps be a disincentive for customers - the 
ultimate backstop is rolling blackouts 

• We need a backstop and we need to be realistic of 
the role distributors will play 

• There is a need for clear AEMO guidelines around 
when they could call on distributors for a response - 
for example, only after other system mechanisms 
were exhausted 

• Overall support for a 'back stop' for system security 

• Having the ability to do something that is less of an 
imposition than rolling blackouts would be 
valuable. The challenge would be communicating 
this. Customers will still be unhappy with the 
backstop but there will be a better story to tell 

• How rural and regional customers experience 
choice will be very different to how metro 
customers experience choice 

• There's an argument that distributors should get a 
signal that is performative rather than prescriptive 
in terms of AEMO requiring a specific response for 
additional load  

• People's feelings will differ widely across the 
different demand management programs. Need to 
understand what is likely to be accepted and not. 
For example, shifting the use of appliances 
everyday verse not doing something once every 4 
years. These are very difference scenarios and 

The ESB is proposing a backstop option (i.e. remote turn offs of solar PV) as a tool to address 

minimum demand concerns in the immediate future. It’s unclear what that would involve exactly 

yet, however it is likely to be a similar model to South Australia, where AEMO directs the 

transmission network service provider ElectraNet to implement the backstop, ElectraNet directs 

SA Power Networks and SA Power Networks directs the independent agents that operate the 

smart and inverter controls. This model could work in Victoria, however there is no need for the 

independent agents as distributors control the smart meters.  

In the medium term, the ESB is proposing less reliance on backstops and the development of 

turn-up services, or dynamic load services, to better address these challenges. In the dynamic 

load services, to maintain system balance with falling demand, either generation needs to reduce, 

or flexible demand needs to increase. Traditionally, ‘demand side response’ has referred to the 

reduction or switching off load. In future, where demand has flexibility to rapidly increase or shift 

to lower demand periods of the day (e.g., such as via pool pumps) this will provide valuable 

support to balancing the system. This could be delivered by out of market mechanisms like a 

reverse Reliability and Emergency Reserve Trader (RERT), or in market via wholesale demand 

response type mechanisms. 

We propose to highlight in our submission that we have spoken to our CAP about the use of back 

stops in the future NEM and that the CAP were overall understanding of the need for multiple 

tools to manage system security, including back stops as the measure of absolute last resort, 

however they would be unpopular with the public and would require significant customer 

engagement and awareness campaigns. We also agree with the CAP that AEMO should be 

developing guidelines around the appropriateness of using the backstop measure, through 

industry consultation. 



  

   

different consumers will have a different appetite 
for changing their demand 

In our response we also propose to highlight that the while back stop measures may be required 

as a measure of absolute last resort, investment in back stops should not divert resources from 

enabling turn up Service (i.e. dynamic controls) as soon as possible. In Victoria in particular. 

where there is a high penetration of smart meters, we are already investing in dynamic voltage 

management which reduces the need for back stops (and is a key initiative under our Future 

Networks program for 2021–2026). 

 
 

Table 2 Distributed energy integration plan (DEIP) access, pricing, and incentives 
What we heard What we propose to do 

Merit of updating the STPIS for exports 

• It was observed given one of the core principles of the draft 
rule is to put consumption and exports on the same level it 
seems updated to the STPIS (i.e. STPISe) is a reasonable 
approach 

• Concerns about the STPISe including: 

• If people are being asked to pay in a cost 

▪ reflective way for exports, why do you also need to 
have an incentive scheme? 

▪ How could you quantify what is efficient 
augmentation? It is a challenging question given if you 
are alleviating constraints at the end of the line, this 
will mean more constraints up the line 

▪ The draft rule would not come in until 4 years. Saying 
now whether it’ll be worthwhile for people to pay for 
exports is difficult to say 

• BSL do not support a new STPIS. There is concern about the 
core principal of putting exports on the same level as 
consumption. Instead, BSL see a lot of value in continuing to 
enable consumers to be able to install solar, and connect to 

We agree with the CAP on the complexities with updating the STPIS and concerns 

around customers paying twice, or not getting the services they have paid for. We do 

not have a position on how the STPIS should be updated, or whether it should be 

updated at all. We will however work with CAP, and the industry, over the next few 

years to ensure that any changes to the regulatory framework address the concerns 

raised by the CAP as well as other stakeholders.   

In our submission to the Australian Energy Market Commission’s (AEMC) draft 

determination on the distributed energy integration plan (DEIP) access, pricing, and 

incentives we propose to include the following excerpt to reflect the key points 

discussed with the CAP on the merit of updating the STPIS for export services: 

The draft determination requires the AER to undertake several reviews to 

produce guidance on the appropriateness of updating the existing service target 

performance incentive scheme (STPIS) with the view in extending the scheme to 

export services.  

We agree The Australian Energy Regulatory (AER) should undertake a holistic 

review of the regulatory framework to incorporate export services.  



  

   

the grid - even though they may be constrained at times of 
excess generation 

• Regarding the notion of allowing customers to pay for 
premium access to existing infrastructure - a concern was 
raised that this will lead to an inequitable outcome for DER 
customers that don't pay i.e. the improved access of premium 
customers will come at their expense  

• It is very important for people to be able to continue to install 
solar and keep getting connections. Effectiveness of dynamic 
connection agreements will influence this as much as anything 
else 

• Implementing DVMS and dynamic constraint capability may be 
a more valuable value proposition than paying for exports  

• There will also be a challenge of estimating what efficient 
investment means in terms of providing export services, i.e. 
reducing under and overinvestment. From a customer 
perspective, paying for export capacity that is either already 
existing or not used in the future is the worst case scenario. 
This warrants a conservative approach and thorough 
processes 

• The challenge is also around making the link between capacity 
and export payments – will customers pay for capacity that 
already exists? 

• It would be advantageous if the AER could do their wider 
review of incentive schemes prior to them developing the 
STPISe scheme. 

We agree the regulatory framework needs to be reviewed to ensure a balance of 

incentives for export and import services.  

As opposed to looking at the STPIS in isolation, we recommend a more holistic 

review that considers how provision of export services best fits into various 

service, expenditure and non-expenditure incentive arrangements and 

expenditure forecasting guidelines.  

Our CAP is supportive of the holistic review of the regulatory framework that will 

ensure customers do not end up paying twice for services or do not get the 

export services they have paid for. They also noted the potential complexity 

around developing new incentives in midst of an evolving market, a move to 

dynamic connection agreements and introduction of dynamic operating 

envelopes.  

We agree with the CAP that there is risk in consulting on these issues separately 

as they are all intrinsically linked. Further thought should be given to how the 

incentives framework should be redesigned to accommodate more dynamic 

service offerings.  

The AER’s review of incentive schemes will be conducted by December 2022, and as 

such, we are only at the beginning of the journey. We propose to re-engage the CAP on 

the incentive scheme review upon any developments by the AER, and any progress from 

our own internal option analysis for a potential incentive scheme design.   

STPISe draft design principles 

• The draft design principles are good, but they need to be 
reshaped from a customers’ perspective 

• The dollar value for exports is going to be important for this 
work but for other work we do in energy policy for valuing 
solar exports for communities  

As mentioned above, we do not yet have a position on if and how the STPIS should be 

updated. To complement the AER’s review of the incentives scheme, we have updated 

our proposed priorities to reflect CAP feedback. They are shown below, with writing in 

red showing the change in the wording. 



  

   

• Recommend thinking through all the potential winners and 
losers in multiple scenarios  

• The principle to not reward existing non-compliance upgrades 
is seen positively 

• A mechanism needs to be built into the scheme design, so 
networks are not incentivised to build in redundancy into the 
network. There was a concern raised that there is likely to be a 
limit to the amount of network augmentation that is really 
useful, in the long term, to support DER, without building the 
capacity to move excess generation into parts of the network 
that will soon have their own excess generation 

• Recommendation to work on articulating what exactly the 
problem is that we are trying to solve 

• Recommendation that following a technical assessment of 
what is required regarding network investment, there should 
also be a representative cost-benefit analysis completed. 
Therefore, is seems necessary for any appropriate 
augmentation to be determined through a planning process.  

• Having a one-way incentive scheme to support building 
capacity for as much export capacity as possible, without 
regard to the long-term development of the network, and the 
business case over the lifetime, seems likely to lead to 
inefficient development.  

• Recommendation to work on articulating what exactly the 
problem is that we are trying to solve 

 

As part of the AER’s review, we plan to undertake an options analysis for the potential 

STPISe design. We understand the need to consider the beneficiaries of any design 

option and will incorporate this commentary into our approach. As above-mentioned, 

we would like to re-engage the CAP once progress is made on this. 

As the AER review progresses, and we work with the AER, the CAP and stakeholders on 

the final principles of any scheme (should it be developed), we will ensure the principles 

are written from a customer perspective and are readily understandable for all users of 

the distribution network.  

Merit in export tariffs and developing tariffs for retailers 

• Certain CAP members noted it is inevitable and it needs to be 
done right and have the right regulatory oversight. BSL 
disagrees that it is inevitable.  

As for the STPIS review, we don’t have a position on whether export tariffs should be 

introduced. We are however supportive of leaving the door open to trials and obtaining 

real life evidence of how our customers respond to tariff changes. We will also closely 

monitor what happens in other jurisdictions given their tariff structure statements fall 

due before ours.  



  

   

• When export tariffs are introduced there needs to be a bigger 
discussion on how the cost of the network is shared and if we 
are doing it right 

• A missing point in cost reflective usage tariffs is that they must 
be simple enough for customers to face them however it is not 
the customer who gets these tariffs, it’s the retailer 

• The customer is not best placed to deal with the complexity of 
the tariffs, but we need complex tariffs for cost-reflective 
pricing to work 

• It is essential to develop tariffs for retailers and aggregators as 
retailers will put it in a more digestible format for end-use 
customers  

• There needs to be consideration of positive and negative 
prices for export tariffs because DER is a service sometimes 
and that needs to be recognised 

• Need to consider if people may be better off relying on 
dynamic constraints rather than from negative export tariffs. 
We need to avoid the risk of people paying for something they 
won’t get the full value back on. BSL are interested in the 
development of DVMS and dynamic constraint capability to 
understand what remaining problems need to be solved. BSL 
noted they are unsure that there will be a case for massive 
augmentation to support DER and therefore are not convinced 
that an export tariff will be needed or beneficial, especially in 
the context of a declining FiT  

• Recommended to develop prices for participants rather than 
just retailers and aggregators as this will be required for state 
government battery programs and consumer information 
rights 

• There was a question on whether networks will be rewarding 
the existing generation that supports the grid or just 
rewarding the marginal change 

In our submission to the AEMC draft determination on the DEIP access, pricing, we 

propose to write the following: 

We support the need for, and the benefit of, extensive engagement and 

collaboration as part of the tariff structure statement (TSS) process. We have 

already begun the conversation on export with our CAP in response to the draft 

rule and will continue to engage with them on this topic over the next four years 

(among other stakeholders). Any changes we make to our tariffs post 1 July 2026 

will be guided by our customers’ and stakeholders’ preferences, including 

preferences for the length and speed of a transitional period towards the desired 

tariff design.  

Further to engagement, as the next five years will be characterised by rapid 

technological advancements in DER and new customer participation models, it 

will be paramount to test, trial, and evidence the impact and viability of 

innovative tariffs (including export tariffs). It will be important to evidence 

customer behaviour and impacts on customer bills if there is going to be any 

consideration of export tariffs in the future. We therefore support the draft rule 

(i.e. deletion of clause 6.1.4 in the Rules) as it allows us to trial export tariffs with 

willing participants.  

We support the draft rule to increase the individual threshold for tariff trials 

from 0.5 per cent to 1 per cent of the distributor’s annual revenue requirement, 

and the cumulative threshold from 1 per cent to 5 per cent. This will allow us to 

trial a much wider range of tariffs that will inform the engagement and changes 

as part of our next TSS. We already have several tariff trials that we are scoping 

or developing, including a community battery local use of system (LUOS) tariff 

and a dynamic tariff electric vehicle charging. We expect other possibilities will 

emerge. 

We also support the changes to the pricing principles that provide more 

flexibility in evaluating the impact of tariff design in a way that acknowledges 



  

   

• There was concerns about highly cost-reflective tariffs and 
whether this will result in any cost transfers to people on basic 
tariffs. We need a more quantitative understanding of how 
those impacts play out 

• Need to talk to consumers and other parties about the 
potential value proposition that they could enter here 

• BSL also noted that the rules are expected to come in in 4 
years. The Victorian FiT has declined in the last 2 years and is 
expected to continue to decline. There is a question on 
whether there will be a business case for grid augmentation 
for exports in the future. 

• Recommended to develop prices for participants rather than 
just retailers and aggregators as this will be required for state 
government battery programs and consumer information 
rights 

• There was a question on whether networks will be rewarding 
the existing generation that supports the grid or just 
rewarding the marginal change 

• There was concerns about highly cost-reflective tariffs and 
whether this will result in any cost transfers to people on basic 
tariffs. We need a more quantitative understanding of how 
those impacts play out 

• Need to talk to consumers and other parties about the 
potential value proposition that they could enter here 

the role retailers and aggregators will play in managing customers DER in the 

future NEM. Should this change in the pricing principle be maintained in the final 

decision, we will engage with the CAP and our customers on whether tariff 

design should be more targeted at managers of DER or customers directly.  

However, there remains a restriction in the rules that does not allow tariff trials 

in the first year of the regulatory period. This is an unnecessary restriction that 

contradicts the intent of the increase in the threshold of tariff trials as a 

percentage of annual revenue and prevents longer trials to play out. 

Additionally, as our TSS usually has to be prepared about two years prior to the 

start of the relevant regulatory period, with the first year restriction we only 

have about two years for tariff trials.  

As mentioned above, we already have a number of tariff trials that we could 

start implementing with interested customers from 1 July 2021 if there was no 

restriction. We recommend that in the final rule the AEMC allow for tariff trails 

to take place in 2021-22 for Victorian distributors, as practical Victorian 

distributors are currently the only distributors unable to conduct trials in that 

year.  

With regard to how export tariff would be calculated  i.e. whether they would capture 

incremental costs of new customers or costs that are incurred by existing customers 

only, is something that we would engage with the AER on, as part of their development 

of the Export Tariff Guideline. This will include more in-depth engagement with the CAP 

once the guideline consultation starts.  

 
 
 
 
 
 
 
 
 



  

   

Table 3 Enabling large renewables on the distribution network through renewable energy zones (REZ) 
What we heard What we propose to do 

• With regard to rural challenges, it is important to realise we have a high 
amount of solar in Australia but there are people who still want it and who 
cannot invest. Additionally, there are limitations to use (i.e. schools on SWER 
lines)  

• Energy fatigue in this space – there is a sense that regional communities are 
excluded from some helpful government schemes and that as early adaptors 
of large renewables there is little consideration about what next  

• Recommended to engage with the regions and local communities to 
understand their sense of contribution and pride with regard to renewables. 

• General feeling that there are benefits to enabling REZ on both transmission 
and distribution 

• On the transmission cost sharing end there has been concerns from 
generators and users about the COGATI reforms. The concern is around who 
pays – is the connecting asset paid by the users it directly benefits or by all 
consumers? The highest concern is that customers do not pay twice  

• The conversation that needs to be lifted is the implications of the cost 
allocations. Need to consider the costing differences on consumers with 
between transmission and distribution  

• Different consideration may be necessary for renewables and system 
strength/storage. Storage lends itself to being distributed with renewable 
energy. But when they are the same, whether its transmission or distribution 
doesn’t seem like an issue 

• The transmission-scale focus reflect very large volumes of clean generation 
are needed for whole-of-economy net zero transition, much more than 
current total generation and well beyond what distributed generation can 
provide (albeit it can be a significant and cheap component) 

We will continue to engage with regional councils, community groups 

and regional leadership groups to contribute to regional plans on 

renewable energy, and support their initiatives where relevant. 

 

We will continue to advocate to the Victoria Government that 

distribution networks should be considered as part of a whole-of-

network solution to unlocking the targeted 10GW of new renewable 

energy capacity. Further, regional communities should directly benefit 

from these investments, in terms of job creation and the unlocking of 

hosting capacity, and this can also be used as a springboard for further 

innovation in these areas.  

 
 
 


