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  of	
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  Response	
  

-­‐ A	
   network	
   tariff	
   with	
   a	
   demand	
   charge	
   component	
   applied	
   ex-­‐ante	
   would	
   best	
   enable	
  
customers	
  to	
  minimise	
  their	
   impact	
  on	
  peak	
  demand,	
  and	
  hence	
  future	
  network	
  expenditure.	
  
As	
  discussed	
  below,	
  this	
  is	
  not	
  difficult	
  to	
  apply.	
  

-­‐ To	
  be	
   cost-­‐reflective,	
   the	
  demand	
   charge	
   should	
  be	
  based	
  on	
   the	
   customer’s	
   demand	
  at	
   the	
  
time	
  of	
  the	
  network’s	
  annual	
  peak,	
  not	
  on	
  the	
  customer’s	
  peak	
  demand	
  every	
  month.	
  

-­‐ The	
  recovery	
  of	
  residual	
  costs	
  should	
  be	
  related	
  to	
  either	
  total	
  consumption	
  or	
  peak	
  demand	
  to	
  
increase	
  the	
  likelihood	
  that	
  those	
  historically	
  responsible	
  for	
  the	
  size/cost	
  of	
  the	
  networks	
  pay	
  
their	
  fair	
  share.	
  	
  Nevertheless,	
  extreme	
  care	
  should	
  be	
  taken	
  to	
  ensure	
  that	
  tariffs	
  do	
  not	
  seek	
  
to	
  recover	
  revenue	
  from	
  assets	
  already	
  paid	
  for.	
  	
  

-­‐ TOU	
   tariffs	
   are	
   volume-­‐based	
   and	
   not	
   cost-­‐reflective	
   because	
   they	
   don't	
   correlate	
   the	
  
customer's	
  demand	
  peak	
  with	
  how	
  much	
  they	
  pay	
  

-­‐ TOU	
   tariffs	
   also	
   negate	
   PV's	
   ability	
   to	
   reduce	
   the	
   customer's	
   costs	
   because	
   their	
   financial	
  
reward	
  will	
  not	
  be	
  proportional	
  to	
  the	
  reduction	
  in	
  their	
  peak	
  

Detailed	
  Response	
  

The	
  follow	
  points	
  relate	
  to	
  the	
  application	
  of	
  the	
  calculated	
  LRMC	
  to	
  customers’	
  network	
  tariffs.	
  As	
  
such,	
  they	
  are	
  most	
  relevant	
  to	
  Sections	
  6.4	
  and	
  6.5	
  of	
  the	
  Consultation	
  Paper.	
  

Long-­‐Run	
  Marginal	
  Cost	
  Options	
  

To	
  best	
  enable	
  customers	
   to	
   respond	
   to	
  price	
   signals	
  which	
   reflect	
   LRMC,	
  a	
   tariff	
  with	
  a	
  demand	
  
component	
  applied	
  ex-­‐ante	
  would	
  be	
  best.	
   	
   This	
   could	
  be	
  applied	
  as	
  either	
  a	
   known	
  demand	
  charge	
  
during	
  certain	
  hours	
  of	
   the	
  day	
  during	
   summer	
  months	
  or	
  as	
  Critical	
  Peak	
  Pricing	
   (CPP),	
   to	
  provide	
  a	
  
real	
  time	
  price	
  signal.	
  	
  	
  

Demand-­‐charge-­‐based	
  tariffs	
  

It	
   has	
   been	
   the	
   APVI’s	
   position	
   for	
   some	
   time	
   that	
   a	
   network	
   tariff	
   with	
   a	
   demand	
   charge	
  
component	
  will	
  be	
  most	
  cost-­‐reflective.	
  	
  

As	
  discussed	
  in	
  our	
  submission	
  to	
  the	
  Consultation	
  Paper	
  ‘The	
  Case	
  for	
  Demand-­‐based	
  Tariffs”,	
  to	
  
be	
  cost-­‐reflective,	
   the	
  demand	
  charge	
  should	
  be	
  based	
  on	
  the	
  customer’s	
  demand	
  at	
   the	
  time	
  of	
   the	
  
network’s	
  annual	
  peak,	
  not	
  on	
  the	
  customer’s	
  peak	
  demand	
  every	
  month,	
  because	
  this	
  best	
  correlates	
  
with	
   the	
   network	
   determination	
   process,	
  which	
   in	
   turn	
   determines	
   their	
   cost.	
   Including	
   peaks	
   other	
  
than	
   the	
   annual	
   peak	
   in	
   demand	
   charge	
   payments	
   will	
   mean	
   that	
   customers	
   are	
   paying	
   for	
  
augmentation	
  costs	
  at	
  times	
  when	
  demand	
  is	
  not	
  affecting	
  the	
  cost	
  of	
  augmentation.	
  	
  Averaging	
  peaks	
  
does	
  not	
  reflect	
  the	
  true	
  cost	
  of	
  augmentation,	
  which	
  is	
  based	
  on	
  the	
  maximum	
  peak.	
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To	
  simplify	
  billing	
  and	
  tariffs	
  for	
  customers,	
  given	
  that	
  the	
  monthly	
  peak	
  for	
  Ergon	
  networks	
  occurs	
  
during	
   summer,	
   the	
   demand	
   charge	
   could	
   apply	
   only	
   to	
   the	
   highest	
   peak	
   in	
   summer:	
   	
   December	
   to	
  
February.	
   	
   However,	
   different	
   parts	
   of	
   the	
   network	
  may	
   have	
   different	
   peak	
   periods,	
   depending	
   on	
  
their	
   customer	
   base.	
   	
   Also,	
   peak	
   times	
  may	
   change	
   over	
   time	
   as	
   PV,	
   solar	
   water	
   heaters	
   and	
   other	
  
technologies	
  are	
  installed.	
  	
  	
  

Diversity	
  in	
  demand,	
  as	
  discussed	
  on	
  p22	
  of	
  the	
  Consultation	
  Paper,	
  is	
  of	
  benefit	
  to	
  everyone,	
  and	
  
ensures	
  the	
  peak	
  is	
   lower	
  than	
  it	
  might	
  otherwise	
  be.	
   	
  Providing	
  a	
  peak	
  signal	
  by	
  time	
  and	
  season	
  for	
  
the	
  relevant	
  portion	
  of	
   the	
  network	
  will	
  enhance	
  this	
  effect	
  and	
  flatten	
  overall	
   loads	
  even	
  more	
  over	
  
time,	
  thus	
  improving	
  the	
  efficiency	
  of	
  network	
  utilisation.	
  

Discussion	
   of	
   issues	
   around	
   determining	
   peaks	
   for	
   different	
   parts	
   of	
   the	
   network	
   are	
   difficult	
   to	
  
understand,	
   as	
   presumably	
   all	
   future	
   expenditure	
   is	
   based	
   on	
   assessment	
   of	
   which	
   sections	
   of	
   the	
  
network	
   are	
   reaching	
   capacity	
   and	
   need	
   augmentation.	
   	
   If	
   demand	
   is	
   not	
   known	
   for	
   different	
  
substations	
  for	
  instance,	
  on	
  what	
  other	
  criteria	
  is	
  network	
  augmentation	
  undertaken?	
  

TOU	
  Tariffs	
  

TOU	
  tariffs	
  are	
  volume-­‐based	
  and	
  not	
  cost-­‐reflective	
  because	
  they	
  don't	
  correlate	
   the	
  customer's	
  
demand	
  peak	
  with	
  how	
  much	
  they	
  pay.	
  A	
  customer	
  with	
  a	
  high	
  short-­‐term	
  peak	
  and	
  low	
  use	
  at	
  other	
  
times	
  will	
   pay	
  much	
   less	
   than	
  a	
   customer	
  with	
  moderately	
  high	
  use	
   throughout	
   the	
  peak	
  period	
  but	
  
who	
  does	
  not	
  have	
  a	
  particularly	
  high	
  peak.	
  	
  

TOU	
  tariffs	
  also	
  negate	
  PV's	
  ability	
  to	
  reduce	
  the	
  customer's	
  costs.	
  If	
  someone	
  uses	
  a	
  PV	
  or	
  battery	
  
or	
  some	
  other	
  device	
  to	
  reduce	
  their	
  demand	
  peak	
  their	
  financial	
  reward	
  will	
  not	
  be	
  proportional	
  to	
  the	
  
reduction	
  in	
  their	
  peak	
  -­‐	
  hence,	
  again,	
  a	
  TOU	
  tariff	
  would	
  not	
  be	
  cost	
  reflective.	
  

Critical	
  Peak	
  Pricing	
  

Critical	
  Peak	
  Pricing	
  provides	
  the	
  opportunity	
  for	
  customers	
  to	
  respond	
  to	
  a	
  more	
  immediate	
  peak	
  
event.	
  	
  Such	
  an	
  event	
  may	
  cause	
  wholesale	
  energy	
  prices	
  to	
  rise,	
  and	
  hence	
  impact	
  retail	
  cost,	
  but	
  may	
  
not	
   result	
   in	
  networks	
  reaching	
  their	
  design	
   limits,	
  and	
  hence	
  may	
  not	
   trigger	
  network	
  augmentation	
  
expenditure.	
   	
   CPP	
   is	
   therefore	
   not	
   necessarily	
   relevant	
   for	
   network	
   component	
   of	
   tariffs.	
   	
   However,	
  
they	
   can	
   be	
   used	
   as	
   an	
   adjunct	
   to	
   demand-­‐based	
   tariffs	
   for	
   customers	
   who	
   choose	
   to	
   take	
   up	
   the	
  
option	
  –	
  presumably	
  on	
  the	
  basis	
  of	
  lower	
  charges	
  at	
  other	
  times.	
  	
  	
  

Since	
  electricity	
  retailers	
  typically	
  hedge	
  against	
  price	
  spikes,	
  uncertainty	
  as	
  to	
  whether	
  customers	
  
actually	
  respond	
  to	
  CPP	
  notifications	
  should	
  not	
  be	
  a	
  reason	
  to	
  exclude	
  them	
  as	
  an	
  option.	
  	
  Over	
  time,	
  
as	
  customers	
  get	
  used	
  to	
  the	
  tariff	
  and	
  implement	
  their	
  own	
  solutions	
  to	
  deal	
  with	
  them,	
  response	
  is	
  
likely	
  to	
  increase.	
  

Recovery	
  of	
  residual	
  costs	
  

The	
   APVI’s	
   position	
   is	
   that	
   the	
   recovery	
   of	
   residual	
   costs	
   should	
   be	
   related	
   to	
   either	
   total	
  
consumption	
   or	
   peak	
   demand	
   to	
   increase	
   the	
   likelihood	
   that	
   those	
   historically	
   responsible	
   for	
   the	
  
size/cost	
  of	
  the	
  networks	
  pay	
  their	
  fair	
  share.	
  

Residual	
  cost	
  recovery	
  should	
  be	
  made	
  only	
  for	
  the	
  period	
  necessary	
  to	
  recover	
  past	
  expenditure	
  
and	
  the	
  costs	
  of	
  network	
  maintenance.	
  Care	
  should	
  be	
  taken	
  to	
  ensure	
  it	
  is	
  not	
  on	
  the	
  basis	
  of	
  the	
  value	
  
of	
  replacing	
  existing	
  assets	
  which	
  have	
  been	
  paid	
  for	
  already	
  and	
  are	
  not	
  being	
  refurbished.	
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Attachment	
  A:	
  	
  Background	
  on	
  the	
  APVI	
  

The	
   APVI	
   is	
   an	
   independent	
   Institute	
   comprising	
   companies,	
   government	
   agencies,	
   individuals,	
  
universities	
   and	
   research	
   institutions	
  with	
   an	
   interest	
   in	
   solar	
   photovoltaic	
   electricity.	
   	
   In	
   addition	
   to	
  
Australian	
  activities,	
  we	
  provide	
  the	
  structure	
  through	
  which	
  Australia	
  participates	
  in	
  the	
  International	
  
Energy	
   Agency	
   (IEA)	
   PVPS	
   (Photovoltaic	
   Power	
   Systems)	
   and	
   SHC	
   (Solar	
   Heating	
   and	
   Cooling)	
  
programmes,	
   which	
   in	
   turn	
   are	
   made	
   up	
   of	
   a	
   number	
   of	
   activities	
   concerning	
   PV	
   and	
   solar	
   system	
  
performance	
  and	
  implementation.	
  	
  Further	
  information	
  is	
  available	
  from	
  www.apvi.org.au.	
  

APVI	
  Objective	
  

The	
   objective	
   of	
   the	
   APVI	
   is	
   to	
   support	
   the	
   increased	
   development	
   and	
   use	
   of	
   PV	
   via	
   research,	
  
analysis	
  and	
  information.	
  

APVI	
  subscription	
  provides:	
  

Information	
  

• Australian	
  PV	
  data	
  and	
  information	
  

• Standards	
  impacting	
  on	
  PV	
  applications	
  

• Up	
   to	
   date	
   information	
   on	
   new	
   PV	
   developments	
   around	
   the	
   world	
   (research,	
   product	
  
development,	
  policy,	
  marketing	
  strategies)	
  as	
  well	
  as	
  issues	
  arising	
  	
  

• Access	
  to	
  PV	
  sites	
  and	
  PV	
  data	
  from	
  around	
  the	
  world	
  

• International	
  experiences	
  with	
  strategies,	
  standards,	
  technologies	
  and	
  policies	
  

Networking	
  

• Opportunity	
   to	
   participate	
   in	
   Australian	
   and	
   international	
   projects,	
   with	
   associated	
   shared	
  
knowledge	
  and	
  understanding	
  

• Access	
   to	
  Australian	
  and	
   international	
  PV	
  networks	
   (PV	
   industry,	
  government,	
   researchers)	
  which	
  
can	
  be	
  invaluable	
  in	
  business,	
  research	
  or	
  policy	
  development	
  or	
  information	
  exchange	
  generally	
  

• Opportunity	
  to	
  meet	
  regularly	
  and	
  discuss	
  specific	
  issues	
  which	
  are	
  of	
  local,	
  as	
  well	
  as	
  international	
  
interest.	
   This	
   provides	
   opportunities	
   for	
   joint	
   work,	
   reduces	
   duplication	
   of	
   effort	
   and	
   keeps	
  
everyone	
  up	
  to	
  date	
  on	
  current	
  issues.	
  

Marketing	
  Australian	
  Products	
  and	
  Expertise	
  

• Opportunities	
   for	
   Australian	
   input	
   (and	
   hence	
   influence	
   on)	
   PV	
   guidelines	
   and	
   standards	
  
development.	
  This	
  ensures	
  both	
   that	
  Australian	
  products	
  are	
  not	
  excluded	
   from	
   international	
  
markets	
  and	
  that	
  Australian	
  product	
  developers	
  are	
  aware	
  of	
  likely	
  international	
  guidelines.	
  	
  

• Using	
   the	
   information	
   and	
   networks	
   detailed	
   above	
   to	
   promote	
   Australian	
   products	
   and	
  
expertise.	
  	
  

• Working	
  with	
  international	
  network	
  partners	
  to	
  further	
  develop	
  products	
  and	
  services.	
  	
  

• Using	
  the	
  network	
  to	
  enter	
  into	
  new	
  markets	
  and	
  open	
  new	
  business	
  opportunities	
  in	
  Australia.	
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The	
  International	
  Energy	
  Agency	
  Programmes	
  

PV	
  Power	
  Systems	
  (IEA	
  PVPS)	
  

 Mission:	
   	
   To	
   enhance	
   the	
   international	
   collaborative	
   efforts	
   which	
   facilitate	
   the	
   role	
   of	
  
photovoltaic	
  solar	
  energy	
  as	
  a	
  cornerstone	
  in	
  the	
  transition	
  to	
  sustainable	
  energy	
  systems	
  

 Focus	
  (26	
  countries,	
  5	
  associates)	
  

 PV	
  technology	
  development	
  	
  

 Competitive	
  PV	
  markets	
  

 Environmentally	
  &	
  economically	
  sustainable	
  PV	
  industry	
  

 Policy	
  recommendations	
  and	
  strategies	
  

 Neutral	
  and	
  unbiased	
  information	
  

Australia	
  currently	
  participates	
  in:	
  

PVPS	
  Task	
  1:	
  	
  Information	
  Dissemination	
  

PVPS	
  Task	
  13:	
  	
  PV	
  System	
  Performance	
  

PVPS	
  Task	
  14:	
  	
  High	
  Penetration	
  PV	
  in	
  Electricity	
  Grids.	
  

Solar	
  Heating	
  &	
  Cooling	
  (IEA	
  SHC)	
  

 Mission:	
  	
  International	
  collaboration	
  to	
  fulfil	
  the	
  vision	
  of	
  solar	
  thermal	
  energy	
  meeting	
  50%	
  of	
  
low	
  temperature	
  heating	
  and	
  cooling	
  demand	
  by	
  2050	
  

 Focus	
  (21	
  countries,	
  2	
  associates)	
  

 Components	
  

 Systems	
  

 Integration	
  into	
  energy	
  system	
  

 Design	
  and	
  planning	
  tools	
  

 Training	
  and	
  capacity	
  building	
  

Current	
  Australian	
  participation:	
  

 SHC	
  Task	
  51	
  –	
  PV	
  in	
  Urban	
  Environments	
  

 SHC	
  Task	
  48	
  –	
  Quality	
  Assurance	
  Support	
  Measures	
  for	
  Solar	
  Cooling	
  Systems	
  

 SHC	
  Task	
  47	
  –	
  Solar	
  renovation	
  of	
  non-­‐residential	
  buildings	
  

 SHC	
  Task	
  46	
  -­‐	
  Solar	
  Resource	
  Assessment	
  and	
  Forecasting	
  

 SHC	
  Task	
  43	
  -­‐	
  Solar	
  Rating	
  &	
  Certification	
  Procedures	
  

 SHC	
  Task	
  42	
  -­‐	
  Compact	
  Thermal	
  Energy	
  Storage	
  

 SHC	
  Task	
  40	
  -­‐	
  Net	
  Zero	
  Energy	
  Solar	
  Buildings	
  

	
  

For	
  further	
  information	
  on	
  the	
  Australian	
  PV	
  Association	
  visit:	
  www.apvi.org.au	
  

For	
  further	
  information	
  on	
  the	
  IEA	
  PVPS	
  Programmes	
  visit	
  www.iea-­‐pvps.org	
  and	
  www.iea-­‐shc.org	
  


