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CEEM 

– A formal collaboration between Faculties of Engineering, 

Business, also Arts and Social Sciences, Science, Law 

– through UNSW Centre aiming to provide Australian research 

leadership in interdisciplinary analysis + design  

of energy and env. markets, associated frameworks 

– focussing in the areas of 

 Energy markets within restructured electricity industries: including the 

successful integration of new energy technology options 

…. and retail / distributed energy markets with appropriate network 

interface now key in this 

 Related environmental markets: black, green + White certificates 

… less significant as clean energy competitiveness improves? 

 Wider regulatory, market, policy + social decision making frameworks 

given complexity, uncertainties, community expectations for sector 



AEMC  

perspective 
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(Productivity Commission, 2012) 

Retail, networks and 

gas are the unfinished 

business of electricity 

Industry restructuring 



Federal Government Perspective: 

Energy White Paper, 2015 
 The case for privatisation 

– “evidence is that privately owned energy assets are more productive”  

– But even if true, public not ‘on board’ 

 Retail competition 

– “…development of market frameworks to encourage innovative products 

& services that give consumers more choice in managing bills & support 

greater competition”   “Regulation should generally encourage 

competition & consumer choice, not stifle it” 

– A challenge for incumbents 

 Energy productivity  

– New and welcome, but requires greater coherence with market reform 

– “Artificially low prices do not encourage gas users to use gas more 

efficiently or encourage innovation in use of alternative fuels/processes”   
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Challenges and opportunities for Distributed Energy 

 How well do electricity industry arrangements establish and 
allow DE to suitably receive 
– Energy and network values, and costs 

– Environmental values 

 

 In restructured industries a question of wholesale & retail 
market design, network regulation & policy frameworks 
– Challenges of technology and participant neutrality for emerging DE 

options that have very different technical & economic characteristics, 
location near and ownership by end-users  

– Retail markets where DE resides are the ‘unfinished’ business of many 
electricity industry restructuring processes 

– Intersection of regulated network and competitive supply/demand options 
invariably complex and imperfect 

– No serious efforts yet in most jurisdictions to address environmental, 
energy security and wider social externalities of energy markets 

 



Current renewables deployment 
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(AEMO, 2015) 
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Residential PV penetrations now having 

industry-wide impacts in some States 

 
(eg. Estimate of PV contribution to electricity demand by State, 5 October 2014) 
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(APVI, Solar map website, 2014) 



Distribution Network Service  

Providers on the front line 
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Management strategies – existing, possible 

 

(Noone, APVI/CEEM report, 2014) 
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metered and definitely 

reducing network and  

retailer revenues 
(Oliva, 2014) 
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Innovation through  

competition: retail mkts? 
 Little focus on energy services 

– “… an important reason there is 
effective competition in Victoria is .. 
because the provision of energy is 
viewed as a homogenous, low 
engagement service“  (AEMC, 2008) 

 Current measures of competition 

might miss key issues 

– Yes, NEM high switching rates – but 

real customer choice or just churn? 

– Yes, NEM price spreads – but reflect 

competition, stickiness, or govt policy? 

– “The thing about the energy retail 

market is it’s effectively an oligopoly.. 

There are a small number of large 

players — three — who are effectively 

providing a commodity.” Jim Myatt, 
founder of Australian Power and Gas 
on its sale to AGL (crikey.com.au, 2013) 

 

 

 

(Accenture, 2013) 



More competition? 

 
(vaasaETT, 2013) 
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Renewable options are a ‘market’ response  
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(CSIRO, 2013) 

(APVI Solar Map, 2015) 



Loads need management too 
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(Hua Fan, forthcoming, 2015) 
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Nothing so new about  

distributed storage 
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But new players such as Tesla, 

Emphase bring experience, scale 

and ‘smarts’ 



Distributed storage has a range of possible value 

propositions 

 Improved customer reliability 

 Reduced network peak demand, hence expenditure 

 Reduced generation capacity requirements 

 Facilitating integration of generation technologies with 

energy storage challenges – PV, but also ‘baseload’ plant 

 Ancillary service provision 

 ‘leaving the grid’ options 

 

 But note there are other means of providing all of  these 

services  - electricity industry functioning ok without it 
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Commercial context supports only some of these 

value propositions at present 

 Improved customer reliability – UPS market well established 

 Customer arbitrage around their TOU tariffs and peak 

demand charges… if they face these 

 Increased self-consumption of PV generation paid a low 

‘export’ rate, the current context for new household PV 

 

However 

 Network value? 

 Ancillary services? 

 Contingency management?  
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Numerous and growing assessments of commercial 

viability in Australia 

 Appears to be a highly prospective market 

 

However 

 All market forecasts are wrong 

 Those that are least wrong sometimes just chance 

 But they can still be useful 

 

 Require making assumptions about future commercial 

context… but this context is changing eg. Network tariffs 
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Leaving the grid 

 The grid is a very valuable asset – not because we’ve 

spent a lot of money on it, but because of the service it 

provides 

 Do not under-estimate the costs and challenges of off-

grid supply 

 However, distributed storage and generation providing an 

increasingly attractive option and alternative – will 

discipline network pricing 
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Nothing new about  

the ‘death spiral’? 

Argued that rising prices 

encourage end-users to reduce 

consumption or even leave, 

meaning fixed costs have to be 

recovered from less and less 

consumption and/or customers  

Savings from demand reduction 

depend critically on 

energy/network tariffs 

End-user departure depends 

critically on DG technology 

progress, particularly storage 

More of an issue for electricity or 

gas? 
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(via google news archive) 
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Smart grids and Demand-Side  

Participation can improve 

our options for clean energy 
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(IEA, 2013) 

(IEA, 2012) 

(BNEF, 2014) 

(IEA, 2012) 
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www.ceem.unsw.edu.au   

Thank you, questions and discussion 

Opportunities and challenges for network businesses in the NEM 

http://www.ceem.unsw.edu.au

