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Value of Customer Reliability (VCR) Directions Paper 

Dear Mr Zema 

energy networks association 

The Energy Networks Association appreciates the oppor tunity to prov ide feedback on t he Directions Paper 

issued as part of the Austra lian Energy Market Operator's (AEMO) National Value of Customer Reliability 

Review (th e Review). ENA is the peak nat iona l body represent ing electric ity t ransmission and d istributi on 

businesses th rough out Australi a. 

ENA und erstands t hat AEMO w ill develop regional estimates of the values of customer reliability for 

diff erent customer segme nts. In this context ENA remains of t he op inion th at th e work of th e Review 

shou ld be integrated with the deve lopment of a natio nal reliability framework and met hodo logy t hrough 

th e Stand ing Council of Energy and Resources Minist ers (SCER). It is we lcom e th at th e Review's mileston es 

have changed such th at SCER wil I have t he opport unity to review th e AEMO Draft VCRs and meth od ology 

in Decemb er 20 13 alongside the AEMC's Network Reliability Framework and Methodology Review. 

The ENA supports AEMO's object ive of seeking to deve lop better VCRs th at cou ld ult imate ly drive more 

efficien t market outcomes. However , VCRs w ill prov ide greatest benefit to allocat ive efficiency where th ey 

are calcu lated at a sufficient ly granu lar level to inform relevant investment dec isions in netwo rk reliability. 

While some level of data aggregation w ill always be required, the question is w hether AEMO's 

methodology w ill prod uce VCRs whi ch are 'fit fo r pu rpose' in te rms of th eir use for such functions as 

network investm ent planning and sett ing netw ork regulated revenues. 

AEMO's top -down approac h to der iving VCRs at co nnect ion po int and feede r levels, from a set of regiona lly 

estimated VCRs, wou ld appear to assume that househo lds and businesses p lace the same value on supply 

inter rupt ions irrespect ive of whe re they live in the reg ion or whi ch network, or part of t he netw ork, is 

sup plying th em. 

Th is assumpt ion is not necessarily valid at netwo rk or feeder level and could lead to ineffic ient netwo rk 

outcomes . As the Austra lian Energy Market Commi ssion (AEMC) has obse rved consumer s p lace d iffe rent 

values on the reliability of supp ly depend ing on such factors as dem og raphy, the nature of the ir activit ies 

wh eth er th ey have access to alternative energy sources, th e extent to which t hey have experienced 

interruption s in th e past, and de pending on th e infor mation th ey can expec t to be provided w ith on th e 

cause of t he out age and how it w ill be managed. 
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1 OOMWh/pa) for there to be sufficient granularity in VCRs for network planning purposes. We agree with 

the Grid Australia proposal that the large business customer class should be further segmented into 

commercial, industrial and agricultural customers given that these customers have been shown in previous 

Australian VCR estimates to have significantly different VCRs. 

Impacts of different outage durations 

AEMO's commitment to presenting a range of VCRs for different outage durations is supported by ENA. In 

addition the ENA suggests that the proposed estimation ofVCRs take into account the use of rotational 

load shedding of customers over a day or a week. This is because when there is a major power outage or 

network constraint, distributors generally choose rotational load shedding in preference to leaving 

customers without power for an extended period in circumstances where load shedding may be applied. 

In ENA's view the more widespread the event, the more difficult is it likely to be to capture the impact of 

these types of outages using customer surveys. Therefore care needs to be taken with the design of the 

customer survey or complementary methodologies for estimating the impacts may need to be considered. 

Sensitivity analysis 

AEMO's proposed approach of estimating and publishing regional VCRs according to customer class and 

ty pes of outage is a considerab le improvement over th e sing le values of VCR curren tly availab le. In view of 

the intended use ofVCRs by network businesses in investment decision making, it wou ld be beneficial for 

AEMO to also publish confidence inter vals around its estimates as well as prov ide informati on on the 

sensitivity of the estimat ed VCRs to parameter and within samp le chang es. This will assist AEMO in 

commun icating the robustness and limit atio ns of its VCR estimates, particul arly as they may change over 

time as VCRs are re-estimated . 

ENA appreciates the consu ltati ve and transparent p rocess that AEMO has adopted in this Review, and looks 

forward to continuing to work closely with you. If you have questions on thi s su bmission or related matters 

please contact Lynne Gallagher on 02 6272 1515 

Yours sincere ly, 

Joh n Bradley 
Chief Execu tive Officer 


