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Introduction

Joint EU-Australia project

Analyses of energy prices and impacts on vulnerable groups

Working Paper: Energy Vulnerability and Energy Poverty

Energy Affordability: Sharing Lessons from the EU and Australia’s Low Carbon Transitions

Comparative perspective for mututal learning
Does a cleaner, greener electricity system necessarily mean rising costs for consumers?

Or can electricity decarbonisation lead to improvements in affordability?

Project was completed in February 2022 -> Significant changes since then
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Vorführender
Präsentationsnotizen
There are similarities in co-ordination and governance of the energy sector between the Australian Federation of States (where constitutional responsibility for energy sits with the subnational States) and the EU (where Member States are sovereign nations and responsible for the legislation and regulation of energy within their boundaries). Coordination across subnational jurisdictional borders requires consensus-oriented agreement making, which can sometimes mean a lowest common denominator approach. At other times, however, subnational State ambition can spur higher targets and achievements or the other way around. We discuss the ways in which energy decarbonisation can be coordinated at the supra regional (Australia) and supra national (EU) scale - the convergences and variations in policies, and also performance at the subsidiary (Member State and subnational) scales. 


https://www.oeko.de/fileadmin/oekodoc/WP-EnergyVulnerability_EnergyPoverty.pdf
https://www.climatecollege.unimelb.edu.au/documents/energy-affordability-sharing-lessons
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Price & cost structure comparison

Influx of renewables is more market-driven (Australia) vs more policy-driven (EU).

Interconnectivity of the market has direct impacts

uncoordinated coal closures in small and weakly interconnected markets may cause
volatile price dynamics (Australia)

In a larger market and with a higher level of interconnectivity such as in the EU it is easier
to absorb shocks such as a loss in capacity

An increase in supply of renewables is likely to see a shift towards more fixed costs
In both the EU and Australia

Alternatives to environmental taxes and levies in discussion in the EU
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Vorführender
Präsentationsnotizen
Decline in the share of electricity produced using fossil fuels and the increase in renewable generation over the last decade has been more policy-driven in the EU than in Australia. 
Renewables have reduced wholesale electricity prices and we observe a decoupling of household electricity prices and the CO2 intensity of electricity supply. 
In the medium term, the situation is, however, more complex, and lower wholesale prices (along with higher CO2 prices) will encourage the early exit of fossil fuels. 
As can be seen in Australia, the interaction of uncoordinated coal closures in small and weakly interconnected markets may cause volatile price dynamics. 
In a larger market and with a higher level of interconnectivity such as in the EU it is easier to absorb shocks such as a loss in capacity. Expanding the network to accommodate the increasing supply of renewable energy is likely to add costs to other parts of the retail bill, and result in a shift towards more fixed costs in both the EU and Australia. The exact size of network costs borne by consumers depends on a range of factors including geography, the way in which networks are regulated, the (expected) rates of return by the operators and other market factors, such as interest rates. Therefore, while renewable energy may lower wholesale costs in the long term, the overall impact on retail electricity prices is more complex. 

Expanding the network to accommodate the increasing supply of renewable energy is likely to add costs to other parts of the retail bill, and result in a shift towards more fixed costs in both the EU and Australia. The way in which networks are regulated and how costs are shared efficiently and fairly is a point of discussion in both the EU and AU.

Environmental taxes and levies are an important component of household electricity prices in many EU countries. Introduced to support renewables and other environmental goals, EU countries are now moving towards alternative financing mechanisms, in a bid to address affordability concerns and increase the attractiveness of direct-electric appliances
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Addressing energy poverty in the EU

« Strong foundation to recognising and tackle energy poverty
Just Transition Principle ,no one left behind”

«  Working towards definitions of energy poverty
Energy Poverty Recmmendation & Social Climate Fund

« Develop indicators and collect data to identify energy poverty

- Designated institutions working towards alleviating energy poverty
Energy Poverty Observatory & Energy Poverty Advisory Hub

* Measures and instruments focus heavily on energy efficiency
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Addressing energy hardship in AUS

- Consumer protections and complementary measures

« Emphasis on consumer choice & agency and market participation

« Limited focus at national-scale on energy efficiency for LIHs

* No overarching framework for energy transition that includes equity principles
« Terminology different: energy hardship, stress

* No clear definition, measurement, reporting
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Vorführender
Präsentationsnotizen

There are a range of complementary measures to make electricity more affordable. Energy cost relief is provided mainly by states as concessions. 

Elec is a post pay service in Australia for the most part. It is generally not pre paid. Important exceptions in some of our most vulnerable remote First Nations. But there is a recognition of the choice to be disconnected. People may disconnect during the year to manage their household budgets. That does happen. Eg disconnect gas in summer and elec in winter. 

Under the National Energy Customer Framework (NECF) Energy firms face obligations to both connect and to avoid disconnections and must report to regulators. Energy retailers can lose their licence if found to be breaching obligations. Ombudsman schemes in different subnational states address consumer complaints against companies. Referrals to third parties are part of the hardship management process, such as financial counsellors

Focus on Improve Ability to manage bills – fortnightly payment plans. Arrears payment plan. And referrals to financial counsellors.

During the COVID lockdown period there the Energy Regulator issued a notice that retailers do not disconnect customers who ‘may be in financial distress’. Disconnections dropped significantly but are now again on the rise. 

The discourse in Australia promotes consumer agency and enhanced capabilities to participate in the market to improve consumer outcomes.

There’s been a lot of work done recently on market participation - fair pricing and enhanced competition, and information provision. Retail market reforms since 2018 are important here.  The default offer is an effective price cap on electricity bills for those who were not shopping around in the market and stuck on expensive contracts; bans on door-to-door sales, and 'save' and 'win-back’ offers, which entice customers through short-term discounts but end up costing customers more in the long run. 

Overall, the big gap when compared to EU  is on energy efficiency. The poor quality of housing stock, are addressed in a fairly limited way through energy efficiency upgrades, rather than wholesale renovation of low income housing stock. Energy efficiency improvements can make longer term impacts to bill reduction and there are health and enviro cobenefits.  A small $5,000 investment in energy efficiency can reduce energy expenditure for LIH’s by more than 2% as a proportion of total income. In Australia relatively few energy efficiency initiatives targetted to low-income households, and they tend to be small scale. This is starting to change, but there is still nothing on the scale of the Renovation Wave. 

The term energy poverty is not widespread in Australia. More common to hear energy hardship or stress.

No national overarching framework for the energy transition that includes principles around equity and leaving no one behind

The National Electricity Objectives which guide planning and implementation for the National Electricity Market do not reference equity or decarbonisation

No clear definition and therefore no clear objectives, targets nor metrics for data collection. There is no institution to monitor, report and make recommendations about energy poverty. 
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Performance & implementation of framework in the EU

* Implemenation of measures & instruments happens on Member State level
National Energy and Climate Plans

« Some adoption and analysis of data & indicators
What is a ,significant” number of households in energy poverty?

- Energy efficiency and housing renovation policies dominate
Direct financial support & social tariffs

Little focus beyond building sector
- Energy/Climate policy vs social policy?

« Qverall, very differentiated despite strong EU framework
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Top down and bottom up approaches in AU

Solar, batteries, EVs etc involve more providers and complex cost allocations

How do you apply customer protections and ensure access and affordability?
- Smart meter deployment quite advanced in Australia — benefits for LIH?
- Industry can lead cultural change — Energy Charter
- People and communities should be at the centre of change - OurPower

- Need both top down and bottom up approaches
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Vorführender
Präsentationsnotizen
With rapid roll out of solar and batteries and EV there are more providers and complex cost allocations across the supply chain.
�The idea is well established in Australian approach is that multiple parties bear responsibility for enabling market participation and delivering benefits 

In Australia more mature discussions about the application of protections and cost-relief to new energy services. Key questions around what is essential and flexible load are being tackled, with concessions applied to that which is essential. There are virtual power plants being developed for social housing in South Australia. How do you provide useful information and develop energy literacy to improve decision making about new products and services? A new voluntary code for new energy technologies requires higher standards for information, quality and service, including extra consumer protections not currently available to consumers under existing legislation. 

smart meter deployment in some parts of Australia is well ahead of most parts of Europe. The jury is still out on the benefits this generates for disadvantaged households. 

Energy Charter is an example of industry also playing a major role in cultural change and tackling affordability. The Charter is led by CEOs of energy firms and involves a commitment to improving energy affordability. CEOs sign up to an accountability framework that involves self-assessment, reporting and an independent panel review, and signatories are involved in “co-design” with consumer groups and community organisations. The Charter can be influential with buy in from large and small firms, and real engagement with consumer groups and communities. 

People and communities should be at the centre of change. Mention the launch of Ourpower tomorrow – which articulates community values and vision for the energy system for key decision makers.
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Short- & long-
term

Mix of Financial
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Energy Affordability | Viktoria Noka| Paris | 28.09.2022



Lessons learned — Energy poverty in Australia

1. Question of Indicators (and Data)
e Single vs multiple vs compound indicators
e Income, price, and energy efficiency or consumption patterns
2. Question of Governance
e Role of overarching organisational bodies (EPOV and EPAH)
o Different responsibilites and different scales
3. Question of Policy
o Role of energy efficiency / Enhancing consumer participation

e Responses to price development in recent months
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