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25 January 2015

Dear Mr Roberts

Support for continuation of Energex PeakSmart demand management program

I refer to the Energex demand management funding proposal for the period 2015-2020, and in particular the PeakSmart program which facilitates demand response for air conditioners, water heaters, pool pump controllers and charge controllers for stationary and electric vehicle batteries.

I am very familiar with the PeakSmart program, which utilises the demand response framework developed in the world-leading Australian and New Zealand standard AS/NZS 4755. In this respect the PeakSmart program is not just a highly cost-effective method of managing peak demand for Energex, but is of national and even international significance.
My assessment of the program is based on a cost-benefit analysis my company carried out in 2013 for the then Department of Climate Change and Energy Efficiency (succeeded by the Department of Industry and Science), of a proposal to mandate compliance with AS/NZS 4755 for all new air conditioners and certain other appliances, from a date to be agreed by energy Ministers. The Regulatory Impact Statement is published at http://www.energyrating.gov.au/program-publications/?viewPublicationID=2582.

Our analysis drew on a range of inputs, including data on the PeakSmart program. It reached the conclusion that the cost of securing and managing a MW of controllable air conditioner load (with due discount for diversity, operating power and probably of operation of air conditioners at the time of peak etc.) is far lower than providing a firm MW of network capacity at the margin. This is so even after the relatively modest participation incentives offered by Energex. In other words, all Energex consumers are better off, including those not participating in PeakSmart. 

Without the PeakSmart program, this demand management resource would not be available to Energex. The household appliance market in Australia would not otherwise provide new products with an inbuilt demand response capability, and utility trials thoughout Australia have found the costs of retrofitting demand response systems to existing air conditioners prohibitive. 

I have formed these views in my capacity as the secretary of the International Electrotechnical Commission (IEC) working group on smart appliance standards (TC59/WG15). The chair of the International Standards Organisation committee TC86, which manages the ISO test and performance standards for air conditioners, is also a member of TC59/WG15. 
Surveying the global market, there are at present no air conditioners of the split unit type (the configuration which dominates the Australian market) which provide the demand response capability which Energex is deploying. Therefore without a degree of incentive for product manufacturers and consumers to deploy the AS/NZS 4755 capability in Australia, the capital requirements for expanding network peak load capacity would be significantly higher. 

The above-mentioned Regulatory Impact Statement also examines the potential for time of use and peak pricing to impact on residential air conditioning demand, and concludes that the availability of automated demand response (of which PeakSmart is a prime example) complements consumer acceptance of such tariff structures, because it reduces the consumer’s risk of exposure to high price periods.  However, PeakSmart can deliver benefits independently of the tariff structure, so will retain value for Energex (and its consumers) irrespective of how the Queensland electricity retail market may develop in future. 
While the PeakSmart program has so far concentrated on air conditioner, for obvious reasons, the marketing, customer relations and communications framework that Energex has set up to support it will be valuable to achieve a number of network objectives such as the optimum management of distributed energy storage from the stationary battery use and the home charging of electric vehicles. 

I would be happy to expand on these points if required. 

Yours sincerely

George Wilkenfeld

Director

George Wilkenfeld and Associates
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