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Peak Load Management 

What is Demand Management (DM)? 
Reducing or shifting demand, as an alternative to providing 

more supply capacity to meet demand 
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The National Electricity Objective (NEO):  
 
"to promote efficient investment in, and efficient  
operation and use of, electricity services for the long  
term interests of consumers of electricity with respect to– 
 
(a) price, quality, safety, reliability and security of supply 
of electricity; and 
 
(b) the reliability, safety and security of the national 
electricity system” 

n.b. no reference to:  
customer bills, cost, equity, risk, sustainability, competition 
or demand management 
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Real Residential Electricity Prices excl. GST (1980-2014)  

NEL & 
NEO 

http://www.aemc.gov.au/getattachment/ae5d0665-7300-4a0d-b3b2-bd42d82cf737/2014-Residential-Electricity-Price-Trends-report.aspx 

http://www.abs.gov.au/AUSSTATS/abs@.nsf/DetailsPage/6401.0Dec%202014?OpenDocument 



Network Investment:   >$45 Billion (2010- 2015) 
(more than National Broadband Network)   
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Langham, E., et al. 2010, Building our Savings: Reduced Infrastructure Costs from Improving Building Energy Efficiency. 
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Source: IPART, Review of regulated retail prices and charges for electricity 2013 to 2016, (2012) 

Components of electricity price rises in NSW  
2007/08 - 2012/13 



“It is the Tribunal’s strong view that there is significant untapped potential for 

efficient demand management. To a large extent, one of the major obstacles 

continues to be a culture which favours traditional 'build' engineering solutions and 

which pays little more than lip service to alternative options. 

 

The Tribunal is very concerned about the potential for substantial increases in 

capital expenditure and worsening asset utilisation, with adverse consequences for 

costs faced by end-users. … 

 

Potentially massive increases in network expenditure to meet demand growth 

highlight the importance of getting demand management right.” 

We were warned… 

- Prof Tom Parry, NSW Independent Pricing and Regulatory Tribunal   
Inquiry into Demand Management, 2002 

 IPART, Inquiry into the Role of Demand Management and Other Options in the Provision of Energy Services, Final Report   http://www.archive.ipart.nsw.gov.au/  



10 years later:  the DM Opportunity 
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Total benefit of demand reduction in the NEM 2013/14 to 2022/23  

Source: AEMC Power of Choice Review Final Report, 2012  



Magnetic Island  
Solar City Project 

 
2007: Rapidly rising demand  
 
Leading imminent need for a 3rd 
undersea cable ($18 million) 
 
Invested in efficient lights, energy 
audits, 200 solar PV systems,  
1500 smart meters, etc 
 
Cut peak demand 44% below BAU 
Cut energy by 40% below BAU 
 
Deferred new investment  >8 years 
 
Budget: $30 million  
(n.b. demonstration project) 

http://www.top100experiences.com.au/listing/magnetic-island/  Image credit: Tourism Queensland 

 



http://beyond2000.com.au/wp-content/uploads/2015/02/Alma-Beach-Palms-7272-850W.jpg 

http://www.businessspectator.com.au/article/2012/10/24/smart-energy/what-happened-solar-cities 
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Survey of Network Demand Management (ISF- 2011)  

Demand Reduction by state 

http://www.a2se.org.au/images/stories/files/a2se_isf_sendma_report_june.pdf 



US States with DM objectives  

Rachel Wilson, Bruce Biewal,  Best Practices in Electric Utility Integrated Resource Planning:  Examples of State Regulations and Recent Utility Plans, June 2013 



Utility DM in US:  Outcomes  

Aust. 
Peak 

Source: US Energy Information Administration  



Utility DM in US:  Outcomes  

Source: US Energy Information Administration, ISF  



Utility DM in US:  Expenditure 

Source: US Energy Information Administration  



Cost of US Utility DM vs Aust Electricity price 

Source: US Energy Information Administration  



Cost of US Utility DM vs Aust Electricity price 

Source: US Energy Information Administration, ABS, AEMC  



Why does cost effective DM does not happen? 
(abridged version) 

 

1. Network business (generally) earn a financial return 
on network supply investment. 
 

2. Network business (generally) are financially penalised 
if they undertake DM. 
 

3. ‘Twas ever thus.  
(i.e. force of habit) 
 

4.  The unabridged version  
will make you wish you  
were here… 
(i.e. it’s complicated) 



What AEMC said re DM: 
 

“The current arrangements already … allow the AER to …apply 
[an] incentive scheme for demand management, [to provide] an 
incentive for distributors to implement efficient non-network 
alternatives ... However to date, this scheme has been applied 
in a very limited manner...” 
 
 
“To address this, we are recommending that a more 
comprehensive demand management incentive  
scheme … implemented through a rule change …” 
 
 
“Overall the change will provide more opportunity  
and certainty for networks to pursue [DM] projects  
which deliver savings to consumers…” 



Demand Management Incentive Scheme  
1. AER should give network businesses CLEAR incentives to invest in 

DM, wherever it reduces consumers costs. 

2. Support DM targets for network businesses. 
 

 
3.  Ensure consistent DM 

performance reporting  
by network businesses. 

 

Proposed National  

Electricity Rule change: 
http://www.aemc.gov.au/Rule-Changes/Demand-

Management-Incentive-Scheme  

    

http://www.tec.org.au/images/reports/Restoring%20Power%20-%20DMIS%20Final%20Report%2020%20Nov%202013.pdf   

http://www.aemc.gov.au/Rule-Changes/Demand-Management-Incentive-Scheme
http://www.aemc.gov.au/Rule-Changes/Demand-Management-Incentive-Scheme
http://www.aemc.gov.au/Rule-Changes/Demand-Management-Incentive-Scheme
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http://www.aemc.gov.au/Rule-Changes/Demand-Management-Incentive-Scheme
http://www.aemc.gov.au/Rule-Changes/Demand-Management-Incentive-Scheme
http://www.tec.org.au/images/reports/Restoring Power - DMIS Final Report 20 Nov 2013.pdf
http://www.tec.org.au/images/reports/Restoring Power - DMIS Final Report 20 Nov 2013.pdf
http://www.tec.org.au/images/reports/Restoring Power - DMIS Final Report 20 Nov 2013.pdf


The future? 
 

(It’s not just about cost savings) 



Wild Card 1:  Solar PV 

Source: APVI    http://pv-map.apvi.org.au/analyses 

http://www.aemo.com.au/Electricity/Planning/Forecasting/~/media/Files/Other/planning/NEFR/2014/NEFR_FINAL_1_2014.ashx


Wild Card 2:  Electric Vehicles 

 
 

The Mitsubishi i-MiEV 

Q. How many Volts = Australia’s  
total peak electricity demand? 

A. ~800,000  (= 6% of the fleet)  

(17kWh of batteries  + 
54 kW electric generator) 

(16kWh of batteries  + 
150 km range) 

(Chevy) Holden Volt  

Tesla 
Model S  

(85 kWh) 

http://www.google.com.au/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRw&url=http%3A%2F%2Fwww.valuewalk.com%2F2014%2F11%2Fmodel-x-vs-model-s-tesla-vehicle-head-head%2F&ei=uUkvVZezG6OnmAWQ5IDYCQ&bvm=bv.91071109,d.dGc&psig=AFQjCNEZusHvDqWxsS7pTRLXj8SamLEjmQ&ust=1429248793825576


Source: International Energy Agency,  
World Energy Outlook 2011,  Fig  6.4 

Wild Card 3: Energy Efficiency  
the cheapest way to cut carbon emissions 



 
Wild Card 4:  

Empowering consumers 
with data  

 
 

Google 
Nest  

Apple 
Homekit 



Ban Ki-moon, UN Secretary-General, 
23 Sept 2014 
 
http://www.theguardian.com/environment/blog/live/2014/sep/23/un-climate-change-
summit-in-new-york-live-coverage#block-54216343e4b020a19dddfbfe 

“We must cut emissions. Science says 

they must peak by 2020 and decline 

sharply thereafter. By the end of this 

century we must be carbon neutral.” 

http://cambia.pe/?p=6240 

Wild Card 5:  Climate policy 



Source: 2014 National Electricity Forecasting Report (NEFR)  (June 2014) 

http://www.aemo.com.au/Electricity/Planning/Forecasting/~/media/Files/Other/planning/NEFR/2014/NEFR_FINAL_1_2014.ashx


The  
“energy death spiral”  

does not need  
grid defection 



Two dates to watch: 

30 April: AER releases: 
> Final determination for NSW network businesses (2015-19) 
> Draft determination for Qld network businesses (2016-20) 
 Will AER support networks’ DM proposals? 

 
28 May:  AEMC releases draft DMIS Rule Change decision 

Will AEMC require AER to establish an effective DM 
incentive scheme? 

 



Our network businesses are saying,  
very clearly, 

they want to be able to support DM… 
 

 
"to promote efficient investment in,  

and efficient operation and use of, electricity services  
for the long term interests of consumers of electricity…” 

 
 
 

Let’s hope they are given a chance to do so. 



Thank you 
 

Chris Dunstan  

E: chris.dunstan@uts.edu.au   

T: 02 9514 4882 

http://iatgames.com/wp-content/uploads/2014/09/Magnetic-Island-adventure-games-backdrop-of-paradise.jpg 
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