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Mar ket s a meanse

The energy trlemma - Choose any two?

Balancing the
‘Energy Trilemma’ >

Energy Security ENERGY
The effective management of primary energy supply SECURITY
from domestic and external sources, the reliability
of energy infrastructure, and the ability of energy
providers to meet current and future demand.
“To promote efficient investment in, and efficient
Ener Equit . P .
Acceggibiﬂw S T —— operation and use of, electricity services for the long

across the population. term interests of consumers of electricity with respect
(0=

Environmental Sustainability

Encompasses the achievement of supply * price, quality, safety, reliability, and security of supply of
and demand-side energy efficiencies and the ity
electricity; and

development of energy supply from renewable
and other low-carbon sources. * the reliability, safety and security of the national

electricity system.”

National Electricity Law (Schedule to the National Electricity (South Australia) Act 1996), .7

e »>

ENERGY ENVIRONMENTAL
EQUITY SUSTAINABILITY
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t get noneé currently International retail electricity price comparison

(ACCC Retail Price Competition Inquiry, 2017)
igh NEM wholesale & retail prices,
~emissions c.f. other jurisdictions

Australian NEM wholesale prices
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Electricity emissions intensity comparison (Australian Energy Statistics Update 2017)
(shrink that footprint) 7
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Cheap Power Trumps Climate Concerns

LI L
= y | — r VI eWS O n th e N E M Poll asks what should be the top priority for Australia's energy

policy
Essential.
. Lowering blackout risks
E “How confident are you that the overall market is working _ 13.0%
E in your long-term interests?” (% 7 out of 10 or higher) . o
o - Energy ¥ g (% gher) Cutting emissions
- Australia
70 . Energy Consumer Lower power bills

60 June 2018
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Wave 1 Wave 2 Wave 3 Wave 4 wave Question: Would you support or oppose the following actions that

—@—Household =—@=Business governments might consider?

'\ ®@Strongly
) ; - - i Support
Investin energy RT™ 49 38% 50% i
efficiency . . - ®sSupport
; ; e Oppose

Regulate electricity R . Strongly
prices 2% ki 40% L 43% _ Oppose
standard for the grid bied 25% 20% Lo
ENERGY BILLS & -
E,TEB“E,YMEFHCIENCY Intervene to stop coal- 13% 20% 260 16%
s fired generators closing 1370 = “

2 a Build / subsidise new oo . . ' ;
_{;\'_ WY e coal-fired generators 18% 19% 26% 15%

Reduce incentives for
renewable energy and -28% -22% 19% 15%
energy storage ] ]

Integrating demand response and energy efficiency intg

-60% -40% -20% 20% 40% 60% 80% 100%



Energy users i a changing industry context

A From clients
I Early tailored industrial or commercial (lighting) applications

Ve

A ..to citizens
I Electricity as an essential public good i rural electrification

Ve

A ..to consumers
I The vertically integrated utility of growing size and scope

Ve

A ..to customers

I Electricity industry oOorefor mo, |
A..to perhaps partners, compe
I Demand Response, Selfgener ati on, Energy St

Now all of the above i how do we design appropriate interface?
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i

IEM regulatory-commercial end-user interface

(adapted from Ou

Transmission _ Distribution
Sector: 1 Sector: -
TNSPS DNSPS




Q: What is wrong with the NEM retail market?

A: It 1 snot actually
NA mar ket I s any place where
service can meet with the buyers of that good and service
where there I1s a potential f o]

A In NEM retail markets

I Do consumers Omeetd with se
A Poor end-user engagement, inefficient levels of DSP and EE

I Does the market sell the good or service desired?
AEnergy users want to buy ener gy



The key market design guestion:
A mar ket for O0goodsoO or

A Can sometimes establish effective markets that improve
economic efficiency through greater competition
I Commodities market can feature high price competition.. If done right

I Can have competition b/n differentiated goods and services, but poses
additional complexities for both buyers, sellers as Competition now
based on perceived quality, fitness for purpose, price

A However, a possible price for convenience of commodity mkts

I A.. commodity pol i cy T comucopasismand o n
| ndi vi d ueaperiescengith power liberalisation has under-scored
the existence of vital public values that are neither .. including the value
of reduci ng gBgre+Mun200B)S € €0

A A vast & growing gulf between establishing electricity as tradec
commodity + 0endOb consumer olb




%) EnergyAustralia - NSW home - Mozilla Firefox

File Edit View Go Bookmarks Tools Help
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retail electricity market?

A Little focus on energy services
I hé an I mportant
effective competition in Victoria is ..
because the provision of energy is
viewed as a homogenous, low
engagement (Asve rod) B

An ol i gopoly of

- E» ~ %‘ (:’:\ @J [ http://www.energyaustralia.com.au/energy/ea.nsf/Content/NSW+home

NSW " = l Residential Bus "IGSS Your Acct = Abop* !

Contact us | Sitemap

Want cheaper gas and
electgjqi_%y#hills,?_

NATURE-FRIENDLY
POWER.
Click here for details

i«

i | QuICK LINKS
Newsroom
Careers
Annual report
R T R oA

OUR ENERGY NETWORK

We operate the
electrical distribution
network for Sydney,

If you're moving
home, you can easily

arrange to connect or

products, delivered at
Iess.thap the regular

>

Current measures of competition

| ar g € 0 glob%avre]rag'le:cor%mlerswlltchineg rart-e@

miss key issues
I Yes, NEM high switching rates T but foni
real customer choice or just churn? e
i Yes, NEM price spreads i but reflect " P

competition, stickiness, or govt pollcy?

Thankfully, a welcome new focus
on customer engagement and

DSP by policy makers, innovative
businesses and end-users

Source: World Energy Retail Market Ran

Australia
* New South Wales

(Accenture, 2013)

B High switching markets - consumer switching rates of 15 percent or higher
B Medium switching markets - consumer switching rates of 5 to 15 percent

I Low switching markets - consumer switching rates of 1 to 5 percent

Integratlng demand response and energy eﬁ|C|en Cerrnt markes - pencomreticive razre or cometitive markets with negligible consumer switching

nkings 2012, VaasaETT, www.vaasae tt.com.
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‘Retail competition failing on its own terms

Figure 1.3: CPI for electricity compared with other sectors and wage growth

greses
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Integrating demand response and energy efficiency into energy markets




