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AEMC Power of Choice 
Consumer Participation

Phillip Watts

Group Procurement Manager – Energy



There is a lot happening in electricity  …..



Is Grid connected electricity still competitively priced? 

Is a 66% increase in electricity invoice costs* over 5 years sustainable?

$100/MWh = $28/GJ

Boral NEM large sites FY11
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* Herons Creek Mill



Industrial electrical loads are not normally weather 
dependant  - so why are there significant increases in 
regulated network costs from ‘growing summer demand’? 

Herons Creek Mill
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What do consumers really want from the 
electricity market?


 

The energy to be at site, when wanted, within specification


 

Pricing to be cost reflective, understood, stable structure 
over time, able to respond to price signal


 

Regulated and market based activities efficient and 
effective


 

Confidence in the above (ie transparency)

How is the market performing?



Berrima Cement Works 
An opportunity for demand management

Exposure to spot price commenced Jan ‘10



Responses to Price Signals do work  ……. 

when there is Spot market and Network prices   ……

Berrima Cement Works 
kW Demand and Spot $/MWh



… and if the ‘right’ information is available when required


 

Value = Fn {price, volume, compliance, communication}


 
Price
- Spot price data – forecast and actual
- Network price data
- Cost of alternate products



 
Volume

- Actual and forecast energy demand 
- Product volume ‘on hand’



 
Compliance

- The ‘what’s in it for me’ factor and strong leadership for change



 
Communication

- Systems in place to provide data
- Spot price – forecast and actual, real time production information

- Decision rules to turn off / on
- Delegation of authority to operators

Most effort 
required 
here



Looking Forward - 

Admit that energy costs in Australia are now NOT low 
and that energy is moving toward world parity pricing!!


 

Energy markets
- Where is the efficient market promised? 
- Where are the price signals, a flat peak price for 12 months?


 

Regulated markets
- Cost reflectivity? - Don’t mix social policy and energy charges
- Tariff structures? - Keep it simple and stable
- Transparency? - This will remove customer doubt
- Return on capital? - Don’t incentivise investment for investment sake


 

Metered consumption data
- This is owned by the customer
- The metering provider is custodian of the data for market purposes


 

Demand management
- Customers need time to consume and respond
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