
Australian Industry Group
Energy contract negotiations 

seminars
Melbourne, Ballarat, Albury, Sydney and 

Brisbane



Ai Group’s Energy and Sustainable Business Help 
Desk can help your business with:

• Energy contract negotiations
• Energy efficiency
• Energy audits
• Billing issues
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ENERGY CONTRACT ENERGY CONTRACT ENERGY CONTRACT ENERGY CONTRACT 

NEGOTIATIONS                     NEGOTIATIONS                     NEGOTIATIONS                     NEGOTIATIONS                     
Ai Group Ai Group Ai Group Ai Group –––– April 2010April 2010April 2010April 2010

Mark Searle

Principal Consultant

Key Energy & Resources
marks@thekeygroup.com.au  (03) 9885 2633
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KEY ENERGY & RESOURCESKEY ENERGY & RESOURCESKEY ENERGY & RESOURCESKEY ENERGY & RESOURCES

� Specialist energy management 
consultancy

� Negotiate energy supply contracts
� Access arrangements

� Energy Planning – Energy Cost 
Control
� Greenhouse

� Energy Audits

� Large client base across Australia
� Government, semi-government, private sector
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DISCLAIMERDISCLAIMERDISCLAIMERDISCLAIMER

� Key Energy & Resources holds an 

Australian Financial Services 

Licence (AFSL 281356)

� Any advice contained herein is 

‘general’ in nature and specific 

advice should be sought before 

acting on anything contained 

herein.
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DEREGULATION DEREGULATION DEREGULATION DEREGULATION –––– Some Some Some Some 

backgroundbackgroundbackgroundbackground

� Separate sale of energy from 
delivery of energy
� Retailers sell energy

� Distributors (poles, wires and pipes) deliver energy

� Objectives
� Introduce choice

� Stimulate competition

� Increase efficiency

� Status
� Many consumers saw significant savings

� Long term savings?

� Infrastructure?



100118  7

Key Energy 
& Resources

(c) AFSL 281356

DEREGULATION DEREGULATION DEREGULATION DEREGULATION –––– The OutcomeThe OutcomeThe OutcomeThe Outcome

� All energy retailers are not the 
same

� All energy contracts are not the 
same

� You can get ‘good’ deals

� You can get ‘bad’ deals

This is a paradigm shiftThis is a paradigm shift
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PRICE SPREAD PRICE SPREAD PRICE SPREAD PRICE SPREAD –––– Real Data Real Data Real Data Real Data 
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ELECTRICITY  DEELECTRICITY  DEELECTRICITY  DEELECTRICITY  DE----REGULATIONREGULATIONREGULATIONREGULATION

� State Government utilities separated into 
competing generators, competing 
retailers and monopoly transmission / 
distribution providers
� Competing generators bid for the right to supply electricity

� Bids accepted in order of least cost

� Half hourly ‘pool price’

� Monopoly Transmission and Distribution 
providers deliver electricity for 

regulated prices (tariffs)

� Competing retailers bid for your business

� Retailers manage the price risk to give 

their customers ‘price certainty’
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POOL PRICE POOL PRICE POOL PRICE POOL PRICE ---- VOLATILITYVOLATILITYVOLATILITYVOLATILITY

Victorian Average Daily Electricity Pool Prices
(1 January 2000 to 30 November 2001)
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POOL PRICE POOL PRICE POOL PRICE POOL PRICE –––– PERFORMANCEPERFORMANCEPERFORMANCEPERFORMANCE
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DEREGULATION DEREGULATION DEREGULATION DEREGULATION –––– BEFORE & BEFORE & BEFORE & BEFORE & 

AFTERAFTERAFTERAFTER

� Before – Franchise Customer

� Franchise tariff to Gov. owned utility

� Common across each state

� After – Contestable Customer

� Regulated Network Use of System (NUoS) fees to 
Local Network Service Provider (LNSP)

� Location dependent

� Market participation fees

� Negotiated retail rates (and metering?)

� Adjusted for losses

� Environmental Imposts
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COST BREAKCOST BREAKCOST BREAKCOST BREAK----UP (ELEC.)UP (ELEC.)UP (ELEC.)UP (ELEC.)

Retail

Envir

NUoS

Mkt

Metering



100118  14

Key Energy 
& Resources

(c) AFSL 281356

REGULATED NUoS CHARGESREGULATED NUoS CHARGESREGULATED NUoS CHARGESREGULATED NUoS CHARGES

� Location (LNSP) dependent

� Relatively complex

� Especially electricity

� Often a choice of tariff

� Choose the most cost effective option

� Many users are on the wrong tariff

� Wrong demand charge

Check for Savings 
You may be pleasantly surprised

Check for Savings 
You may be pleasantly surprised
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ELECTRICITY NUoSELECTRICITY NUoSELECTRICITY NUoSELECTRICITY NUoS

� Generally publish a bundled NUoS 
tariff
� Distribution (DUoS) plus Transmission (TUoS) 

� Voltage dependent

� Typically

� Peak Energy

� Off Peak Energy

� Standing charge

� Demand (kW or kVA)

� Becoming more complex

� Summer demand

� Shoulder period
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EXAMPLEEXAMPLEEXAMPLEEXAMPLE

Medium    LV   Customer

� 2,250 MWh pa

� 1,500 MWh peak (NEM)  

� 750 MWh off peak

� 500 KW demand

� 0.8 PF
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AVERAGE NUoS COST  ($/MWh)AVERAGE NUoS COST  ($/MWh)AVERAGE NUoS COST  ($/MWh)AVERAGE NUoS COST  ($/MWh)
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PRICE PRICE PRICE PRICE –––– ELECTRICITYELECTRICITYELECTRICITYELECTRICITY

� The days of >30% savings are 

gone

� Some users are paying more 

today than pre-deregulation

� Rural network
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Electricity Futures IndexElectricity Futures IndexElectricity Futures IndexElectricity Futures Index



100118  20

Key Energy 
& Resources

(c) AFSL 281356

Wholesale Electricity Price Wholesale Electricity Price Wholesale Electricity Price Wholesale Electricity Price 

Index Index Index Index ---- WEPIWEPIWEPIWEPI
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THE RENEGOTIATION PROCESSTHE RENEGOTIATION PROCESSTHE RENEGOTIATION PROCESSTHE RENEGOTIATION PROCESS

1. Understand the market

2. Understand your requirements

3. Identify relevant Value Adding 

Services

4. Tariff Review

5. RFQ

6. Evaluation

7. Contract Management 
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THE MARKETTHE MARKETTHE MARKETTHE MARKET

� Understand the environment

� Hence the information already provided

� Know who the retailers are

� Up-to-date list from ESC

� You never know who will want your business

� Appreciate price trends

� Electricity is very volatile and seasonal
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REQUIREMENTSREQUIREMENTSREQUIREMENTSREQUIREMENTS

� Electricity, gas or both?

� Timing

� How long should the contract be?

� When do you enter the market?

� What is your likely energy use going to be?

� Volume flex

� Site roll in and roll out

� Risk appetite?

� Commercial terms?

� Value Adding Services?
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REQUIREMENTS REQUIREMENTS REQUIREMENTS REQUIREMENTS –––– Load ScenarioLoad ScenarioLoad ScenarioLoad Scenario

1 High St, Beachside
LNSP AGL Solaris Voltage 22 kV NMI VDDD1234567
NUoS Trf A400 Con.MD 1,660 kW DLF TLF NLF 3.03%

MWh/kW Jan. Feb. Mar. Apr. May Jun. Jul. Aug. Sep. Oct. Nov. Dec Tot/Max
Peak 285 330 322 361 406 349 420 392 364 395 337 317 4,277
Off Peak 138 160 184 173 196 218 203 209 177 183 185 168 2,195
Total 424 490 506 533 603 566 623 601 541 577 522 485 6,472
MD 1,330 1,472 1,360 1,426 1,427 1,516 1,475 1,417 1,390 1,382 1,369 1,452 1,516

Peak 7:00 am to 11:00 pm on weekdays Load Factor 49%

Sample Plant
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RISK APPETITERISK APPETITERISK APPETITERISK APPETITE

� Liability & Indemnity

� VoLL / Force Majeure

� Billing errors

� Volume Flex. 

� Transfer

� Service Delivery

� Will they deliver the Value Adding Services

Supply Reliability?

Primarily responsibility of LNSP etc.

Supply Reliability?

Primarily responsibility of LNSP etc.
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VALUE ADDING SERVICESVALUE ADDING SERVICESVALUE ADDING SERVICESVALUE ADDING SERVICES

� Minimize ‘whole of life’ contract 

cost

� What else would you like?

� Diarised payments

� Account aggregation

� Data provision

� Load profiles

� Monthly billing data

� Curtailability

� BOOT schemes

� Additional Green Energy
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TARIFF REVIEWTARIFF REVIEWTARIFF REVIEWTARIFF REVIEW

� Check all regulated fees

� Are you on the right tariff?

� Are contract demand figures etc appropriate?

� Where can savings be made?

� Demand control?

� Check last set of accounts

� Are they correct?
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RFQ PROCESSRFQ PROCESSRFQ PROCESSRFQ PROCESS

� Develop a brief RFQ

� Describe yourself

� Outline essential, important and desirable conditions

� Specify the pricing template

� Define peak and off peak periods

� RECs

� Define the process

� Allow sufficient flexibility (and time) for the retailer to be 

creative

� Distribute to all licensed retailers
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EVALUATIONEVALUATIONEVALUATIONEVALUATION

� Understand the offers
� What is included and what is excluded?

� What are the risks inherent in each offer?

� What additional benefits are the 
retailers offering?

� What are the prices?
� Compare apples against apples

� Meet retailers of interest

� Listen to what they have to say

Is it only price ?Is it only price ?
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CONTRACT MANAGEMENTCONTRACT MANAGEMENTCONTRACT MANAGEMENTCONTRACT MANAGEMENT

� Are you getting what you expected?

� Accurate and timely accounts

� Value Adding Services

� What is your Account Manager Doing?

� What processes are in place to 

protect your interests?

� Who is managing the account at 

your end?

The link that completes the chainThe link that completes the chain
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CONCLUSIONCONCLUSIONCONCLUSIONCONCLUSION

� A paradigm shift

� All retailers are not the same

� Price differences of 10% are not uncommon

� Different commercial terms

� Different Value Adding Services

� Effort is required

Price and service do not seem to 
have any relationship!

Price and service do not seem to 
have any relationship!
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Questions and Questions and Questions and Questions and 

DiscussionDiscussionDiscussionDiscussion

Mark Searle

(03) 9885 2633

marks@thekeygroup.com.au



Morning tea
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ENERGY COST ENERGY COST ENERGY COST ENERGY COST 

MANAGEMENT                     MANAGEMENT                     MANAGEMENT                     MANAGEMENT                     
The Ai Group The Ai Group The Ai Group The Ai Group –––– April 2010April 2010April 2010April 2010

Mark Searle

Principal Consultant

Key Energy & Resources
marks@thekeygroup.com.au  (03) 9885 2633
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KEY ENERGY & RESOURCESKEY ENERGY & RESOURCESKEY ENERGY & RESOURCESKEY ENERGY & RESOURCES

� Specialist energy management 
consultancy

� Negotiate energy supply contracts
� Access arrangements

� Energy Planning – Energy Cost 
Control
� Greenhouse

� Energy Audits

� Large client base across Australia
� Government, semi-government, private sector
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DISCLAIMERDISCLAIMERDISCLAIMERDISCLAIMER

� Key Energy & Resources holds an 

Australian Financial Services 

Licence (AFSL 281356)

� Any advice contained herein is 

‘geneal’ in nature and specific 

advice should be sought before 

acting on anything contained 

herein.
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COST MANAGEMENTCOST MANAGEMENTCOST MANAGEMENTCOST MANAGEMENT

� Demand Control

� Load Shifting

� Tariff Management

� Risk Management

� Energy Efficiency
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DEMAND CONTROLDEMAND CONTROLDEMAND CONTROLDEMAND CONTROL

Demand peak ≈
$70/kW pa

kW

time
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LOCAL SHIFTINGLOCAL SHIFTINGLOCAL SHIFTINGLOCAL SHIFTING

time

kW

Plus demand benefit     

Peak → off peak
Save ≈ $45/MWh

off peak

← Peak
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TAFFIF MANAGEMENTTAFFIF MANAGEMENTTAFFIF MANAGEMENTTAFFIF MANAGEMENT

� Check your tariff

� Check your demand
� Actual Demand

� Contract Demand

� Excess Demand

� Moving average

You may be surprised with the savings……..
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POWER FACTOR POWER FACTOR POWER FACTOR POWER FACTOR –––– KvAKvAKvAKvA

� If you understand Power Factor no 

explanation is necessary

� If you don’t understand Power 

Factor then no explanation is 

possible
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POWER FACTORPOWER FACTORPOWER FACTORPOWER FACTOR

Power Factor    =    Real Power    
Apparent Power

Imaginary
Power (kVAr)

Real Power (kW)

Apparent power 
(kVA)
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QUEENSLANDQUEENSLANDQUEENSLANDQUEENSLAND

� Power factor tariffs proposed?

� Probably cost neutral

� L V    @    0.85

� HV   @    0.90

� Suspect that the kW tariffs will then be 

gradually withdrawn (sunset tariffs)
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RISK MANAGEMENTRISK MANAGEMENTRISK MANAGEMENTRISK MANAGEMENT

� Take or Pay (TOP)

� A real windfall for the retailers

� Billing Errors

� You would be surprised hw often this happens

� Back bills for accounts you didn’t know you had

� Default Tariffs

� Often set so that somebody else benefits

� Evergreen Contracts

� Can be a problem with ‘Large Market’ sites
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ENERGY EFFICIENCYENERGY EFFICIENCYENERGY EFFICIENCYENERGY EFFICIENCY

� High Efficiency Motors
� Often at a very minor price premium.

� Also look at real cost of a re-wind and 

� Lighting
� Controls

� Fittings

� Compressed Air
� Leaks, - isolation valves

� Air pressure, intake temperature

� Plant allocation

� HVAC
� Simultaneous Heating and Cooling

� Free cooling

� Set point control
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REGULATORY CHANGEREGULATORY CHANGEREGULATORY CHANGEREGULATORY CHANGE

� MRET

• 9,500 GWh target – 45,000 GWh

• LSRES  &  SSRES

� Nuos Tariff

• increases of 10 → 30%

� Power Factor

� ETS - Carbon
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Questions and Questions and Questions and Questions and 

DiscussionDiscussionDiscussionDiscussion

Mark Searle

(03) 9885 2633

marks@thekeygroup.com.au



Summary and close
jason.walker@aigroup.asn.au

03 9867 0126


