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 The growth rate of DER is not relevant to its definition. Therefore, we recommend deleting “and are growing 
in Australia as consumers become more active in the power system”. 

1.2 Link to broader DER program 

We seek clarity from the AER on how the CECV methodology interacts with other components of its ongoing DER 
work program, including: 

 the VaDER methodology study that the AER commissioned from the CSIRO and CutlerMerz 

 the DER integration expenditure guidance note  

 the development of a future DER incentive scheme, as discussed in the AEMC’s access, pricing & incentive 
arrangements for DER final rule change.4  

All of these elements are interrelated but have not been presented as such in the issues paper. These different 
components will need to align with each other otherwise inefficiencies and incentive mismatches may occur. 

1.3 Updating the CECV methodology 

The issues paper states that the AER is required to review the CECV methodology every five years.5 However, 

the AER will be required to review the CECV methodology at least once every five years.6 This review frequency 

is an important distinction due to the infancy of the CECV methodology and this mechanism could be used to 

effectively address emerging issues. We elaborate on this below. 

 Given that the industry is still in the very early stages of the DER integration ‘S-curve’, there will likely be a 
rapid development in learnings, new data will become available and changes in direction may be required 
over the next few years. These learnings will reveal opportunities and risks embedded in the first release of 
the CECVs. 

 Recognising that the CECVs will be used to inform business case approvals, any ‘error’ in the CECV could 
have unintended consequences, including approving (or not approving) business cases. In these situations,  
distribution service end-users’ needs may not be met. 

We recommend that the AER considers revising the CECV methodology sooner than in five years. Undertaking 

more frequent reviews of the CECV methodology will mitigate against the issues identified above. 

In addition, wider less prescriptive guide rails should be adopted when considering business cases that rely on 

CECVs given the infancy of this process and the modelling methodology. There are significant risks if the 

prescribed methodology is inaccurate, including potential under or over-investment in both distribution networks 

and the wholesale generation market, which would not be in the long-term interests of end-users. As a result, the 

AER’s CECV methodology should not be considered as the only measure to assess business cases and greater 

discretion should be provided to distribution network service providers (DNSPs) and other stakeholders.  

1.4 Using CECVs to plan for DER integration 

The issues paper highlights that valuing export curtailments or valuing CECVs is relevant to justifying and 

assessing proposed expenditure for DER integration.7 It outlines the view that CECVs will capture the wholesale 

market costs and benefits to customers, as measured by changes in generator dispatch costs. We agree with this 

statement but consider that the CECVs should also capture the economic value of line losses that would be 

 

4  AEMC, Access, pricing & incentive arrangements for DER final rule change, August 2021. 

5   AER, Customer export curtailment value methodology issues paper, October 2021, p. 8. 

6  NER, cl. 8.13(f). 

7   AER, Customer export curtailment value methodology issues paper, October 2021, p. 12. 
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1.7 Relationship between CECVs and export tariffs 

Section 2.4 of the issues paper outlines that CECVs and two-way pricing have an indirect relationship.14 It 

highlights that export charges and rebates (two-way pricing) will, where justified, signal to DER exporters the cost 

of network investment to host exported power. For example, when energy is exported at times when the network 

is already hosting large volumes of exports, such as in the middle of the day, exporting end-users will face export 

charges to reflect the potential costs that minimum demand issues can cause. 

For the wholesale market benefit component of the CECV, we agree that CECVs and export charges or two-way 

pricing do not have a direct or causal relationship. However, we do consider that the CECVs and export charges 

could be highly correlated at particular times of the day. This relationship will be further strengthened if network 

sector benefits are included in the CECV methodology. Table 1–1 below outlines the link between the detriment 

to end-users from having their exports curtailed and the network costs associated with facilitating a greater level 

of export (the basis for export charges), as well as highlighting the likely relationship at different times of the day. 

Table 1–1: Comparing cost and benefit value streams 

Time of 

day 

Detriment to all end-users from 

having their exports curtailed 

(CECV)  

Network costs associated with 

facilitating a greater level of export  

Relationship 

between CECV 

and export charge 

Middle of 

the day 

In the middle of the day, constrained 

DER exports may displace cheaper 

centrally-dispatched generation. As a 

result, all end-users would benefit by 

exporters having their exports curtailed 

at this time. Therefore, the CECV 

would be negative as there is value, not 

detriment, to all end-users.  

Facilitating more exports in the middle 

of the day could cause minimum 

demand issues, which will need to be 

addressed by network expenditure. 

Exporters would be charged to reflect 

the long-run marginal costs that will be 

incurred to address these minimum 

demand issues. 

Strong inverse 

correlation, i.e. a 

negative CECV 

would correspond 

to a positive  

export charge. 

Evening 

peak 

During the evening peak, constrained 

DER exports would likely have 

displaced more expensive centrally-

dispatched generation in the wholesale 

market. Therefore, the CECV at this 

time would be positive, because there 

is a detriment to all end-users from 

exporters having their exports curtailed. 

Facilitating more exports during the 

evening peak could be cheaper than 

having to augment the network to allow 

for more consumption during times of 

peak network demand. 

To encourage greater exports at this 

time, and to reflect the most efficient 

long-run marginal costs, DNSPs could 

adopt a negative export tariff.  

 

Strong inverse 

correlation, i.e. a 

positive CECV 

would correspond 

to a negative 

export charge. 

All other 

times 

CECVs could be positive or negative 

depending on the wholesale generation 

market characteristics. 

The long-run marginal costs of 

facilitating greater levels of export 

during other times of the day will vary 

(positively or negatively).  

 

Variable  

1.8 Distribution of costs 

Section 3.1 of the issues paper outlines the AER’s initial interpretation that CECVs will represent the detriment to 

all customers from the curtailment of exports and not particular customer groups.17 We agree with this 

characterisation and agree that there should be one set of CECVs for all end-users. The wholesale market benefits 

associated with displaced generation (where applicable) accrue to all network end-users, regardless of whether 

 

14   AER, Customer export curtailment value methodology issues paper, October 2021, p. 20. 

15  Based on the marginal change in dispatch costs in the wholesale generation market. 

16  And therefore the basis of DNSPs’ export charges (two-way prices). 

17  AER, Customer export curtailment value methodology issues paper, October 2021, p. 24.  
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they own DER systems or export energy back onto the network or not. However, section 3.1 also states that 

CECVs specific to DER customers may be more useful for the purpose of developing export tariffs.18 This draws 

a direct link between CECVs and export tariffs, which is inconsistent with the AER’s previous statement outlining 

that CECVs and two-way pricing would have an indirect link.19  

As noted above in section 1.7, export tariffs would be linked to the long-run marginal network costs associated 

with exporting back onto the grid at particular times of the day, whereas the CECVs would be based on the 

detriment all end-users would face from exporters having their DER exports curtailed at different times. As 

highlighted in Table 1–1, the relationship between CECVs and export tariffs may be highly correlated at certain 

times of day (e.g. in the middle of the day or during network peaks). However, for the most part, this highly 

correlated relationship would not be causal.20  

1.9 Locational nature of costs 

Section 3.2 of the issues paper outlines the AER’s view that CECVs should be estimated by NEM region, as this 

would be a simple approach and would reflect the nature of operations in the NEM.21 As highlighted in section 

1.4, CECVs should also capture the economic value of line losses (at an individual DNSP level) that would be 

avoided by relying on DER generation rather than more traditional forms of centralised wholesale generation. 

Including this benefit stream would result in the CECVs being more granular than values at a jurisdictional NEM 

level. This approach provides a balance between administrative costs and an appropriate level of granularity. 

1.10 Temporal nature of costs 

Section 3.3 states that while it is theoretically possible for DNSPs to forecast changes in dispatch costs over short 

timespans such as hours, days and weeks, this approach is not practical.22 The AER considers that, in general, 

DNSPs will forecast these values on an annual basis and weight them according to an assumption about the time 

of day when solar PV generation displaces centralised generation. As highlighted in section 1.5, we are concerned 

that this approach would not provide the necessary granularity required to accurately capture the value of CECVs 

at different times of the day (refer to the case study in section 1.5). In addition, our interpretation was that the 

AER, not DNSPs, would forecast these values (over an appropriate period). DNSPs would forecast the expected 

volume of export constraints over the equivalent period. Multiplying these two inputs together would then produce 

the expected value of the constrained exports, which would be used in investment proposals. 

The AER highlighted that an issue to consider in developing the CECV methodology is whether CECVs will be 

forecast into the future, and if so, how far it is possible to credibly forecast CECVs.23 We agree that CECVs will 

need to be forecast into the future. If the AER does not publish these long-term values as part of its CECV 

methodology, then DNSPs will be required to forecast or extrapolate these values in investment proposals. IPART 

noted that the ASX futures market provides useful information on future wholesale market prices.24 We agree and 

highlight that relying on wholesale futures prices would be consistent with the Victorian Essential Service 

Commission’s (ESC) approach for establishing minimum feed-in tariffs in Victoria.25 

 

18  AER, Customer export curtailment value methodology issues paper, October 2021, p. 24.  

19  AER, Customer export curtailment value methodology issues paper, October 2021, p. 20.  

20  The relationship may become increasingly causal as network sector benefits (i.e. reduced network augmentation etc) increase to a 
larger proportion of the total CECV amount. 

21  AER, Customer export curtailment value methodology issues paper, October 2021, p. 25. 

22  AER, Customer export curtailment value methodology issues paper, October 2021, p. 26. 

23  AER, Customer export curtailment value methodology issues paper, October 2021, p. 27. 

24  AER, Customer export curtailment value methodology issues paper, October 2021, p. 27. 

25  ESC, Minimum feed-in tariff review 2022-23, December 2021. 










