


distribution infrastructure to deliver electricity to end consumers. The plant of some of our members
was in place prior to the transmission grid; in other areas our distributed generation has deferred or
avoided the need for transmission and distribution investment.

We anticipate the supply of electricity will become more diverse as consumers decide to invest in solar
pv and / or battery storage; and distributed generation, or distributed energy resources, may become
the norm with investment in physical transmission and distribution network infrastructure becoming
the ‘alternative’.

Renewable distributed generation has advantages over utility scale grid connected generation, for
example: lower losses on the transmission grid; lower losses on the distribution network as the
generation is located close to load; deferring or avoiding investment in transmission and distribution
infrastructure; and a smaller environmental footprint and visual impact.

In our view there is considerably more potential for investment in these lower emissions sources of
electricity. The regulatory environment during NZ’s transition path to a low emissions economy
should involve reducing barriers to entry for consumers and investors so that New Zealand can benefit
from the full economic and wider community benefits of solar and other distributed energy resources.
Part 4 regulation covers investment and recovery of costs by distribution companies and Transpower
that enables, and competes with, distributed generation.

System benefits from distributed generation and compensation for these benefits

This section of the submission describes the network benefits provided to both distribution and
transmission infrastructure owners; how distributed generation had been and now is no longer
compensated for these benefits; and our suggestions for changes to application of the Part 4
regulatory regime to ensure it is fit-for-purpose, especially as investment in distributed energy
resources is anticipated to increase.

Distributed generation provides distribution network benefits

Historically, small commercial scale distributed generation has contributed more than 12% of peak
energy generation supply.

The Climate Change Commission (CCC), in its recent draft Advice report for consultation, has
highlighted the benefits of electricity consumers reducing demand during peak usage periods:

“Reducing demand at peak times helps the entire energy system as there is less need to upgrade
electricity lines, avoiding potential additional costs for all households. This would require both the
adoption of technologies for demand response, and innovative business and pricing models.
Electricity pricing incentives, such as low cost night rates, combined with smart charging

technology could be an effective way to address this issue.”

Output from distributed generation directly into a distribution network achieves the same peak
demand management benefits. Distributed generation is enrolled in Transpower’s demand response
programme. Currently small commercial DG receive no compensation from distribution companies
for generating during periods of peak demand and reducing the volume the distribution company has

2 Page 83 of Draft Advice report
























