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[bookmark: _Toc44217186][bookmark: _Toc118359366]The Independent Competition and Regulatory Commission is a Territory Authority established under the Independent Competition and Regulatory Commission Act 1997 (the ICRC Act). The Commission is constituted under the ICRC Act by one or more standing commissioners and any associated commissioners appointed for particular purposes. Commissioners are statutory appointments. Joe Dimasi is the current Senior Commissioner who constitutes the Commission and takes direct responsibility for delivery of the outcomes of the Commission.
The Commission has responsibilities for a broad range of regulatory and utility administrative matters. The Commission has responsibility under the ICRC Act for regulating and advising government about pricing and other matters for monopoly, near-monopoly and ministerially declared regulated industries, and providing advice on competitive neutrality complaints and government-regulated activities. The Commission also has responsibility for arbitrating infrastructure access disputes under the ICRC Act. In discharging its objectives and functions, the Commission provides independent robust analysis and advice.
The Commission’s objectives are set out in section 7 of the ICRC Act and section 3 of the Utilities Act 2000.
Correspondence or other inquiries may be directed to the Commission at the following addresses:
Independent Competition and Regulatory Commission
PO Box 161
Civic Square ACT 2608
Level 8
221 London Circuit
Canberra ACT 2601
The Commission may be contacted at the above addresses, by telephone on (02) 6205 0799, or by fax on (02) 6207 5887. The Commission’s website is at www.icrc.act.gov.au and its email address is icrc@act.gov.au.
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[bookmark: _Toc368572030][bookmark: _Toc464735354]How to make a submission
	This issues paper provides an opportunity for stakeholders to inform the development of the draft report. It will also ensure that relevant information and views are made public and brought to the Commission’s attention.
Submissions may be mailed to the Commission at:
Independent Competition and Regulatory Commission
PO Box 161
Civic Square ACT 2608
Alternatively, submissions may be emailed to the Commission at icrc@act.gov.au. The Commission encourages stakeholders to make submissions in either Microsoft Word format or PDF (OCR readable text format – that is, they should be direct conversions from the word-processing program, rather than scanned copies in which the text cannot be searched). 
For submissions received from individuals, all personal details (for example, home and email addresses, and telephone and fax numbers) will be removed for privacy reasons before the submissions are published on the website. 
The Commission is guided by and believes strongly in the principles of openness, transparency, consistency and accountability. Public consultation is a crucial element of the Commission’s processes. The Commission’s preference is that all submissions it receives be treated as public and be published on the Commission’s website unless the author of the submission indicates clearly that all or part of the submission is confidential and not to be made available publicly. Where confidential material is claimed, the Commission prefers that this be under a separate cover and clearly marked ‘In Confidence’. The Commission will assess the author’s claim and discuss appropriate steps to ensure that confidential material is protected while maintaining the principles of openness, transparency, consistency and accountability.
The Commission may be contacted at the above addresses, by telephone on (02) 6205 0799 or by fax on (02) 6207 5887. The Commission’s website is at www.icrc.act.gov.au.
Submissions on the issues paper close on 30 November 2016.
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[bookmark: Tariffs_vs_prices][bookmark: _Toc464735356][bookmark: _Toc368572032][bookmark: _Ref429400976][bookmark: _Toc378334065][bookmark: _Toc389642362]Background to the investigation
The Independent Competition and Regulatory Commission (the Commission) is a statutory body set up to regulate prices, access to infrastructure services and other matters in relation to regulated industries. The Commission is the independent regulator of the retail electricity market in the ACT, responsible for setting regulated retail prices for the supply of electricity to small customers on ActewAGL Retail’s regulated tariffs.
The Commission undertakes price investigations in accordance with sections 15, 16 and 17 under Part 3 of the Independent Competition and Regulatory Commission Act 1997 (the ICRC Act), and issues price directions under Part 4 of the ICRC Act. The current price direction requires the Commission to determine the maximum prices that ActewAGL Retail can charge for its regulated retail tariffs from 1 July 2014 to 30 June 2017. Under this price direction, the Commission’s most recent decision was to determine a real (inflation- adjusted) increase of 4.46 per cent in regulated retail electricity prices for 201617.[footnoteRef:2] [2:  ICRC, 2016a: 25-27.] 

On 22 June 2016 the Treasurer signed terms of reference under the ICRC Act for a price direction for the supply of electricity by ActewAGL Retail to customers on its regulated retail tariffs for the period commencing 1 July 2017.[footnoteRef:3] [3:  See Appendix 1 for a full copy of the terms of reference.] 

This issues paper begins the consultation process to determine retail electricity prices from 1 July 2017 to 30 June 2020. It sets out the Commission’s proposed approach in setting retail electricity prices for the next regulatory period and discusses specific issues relating to this approach.
[bookmark: Scope][bookmark: Timeline][bookmark: _Toc368572036][bookmark: _Toc464735357]Purpose of the issues paper
The purpose of this issues paper is twofold. 
The first is to alert stakeholders that the Commission is undertaking an investigation into retail electricity prices for the three year period commencing 1 July 2017, and seeking stakeholder input on any issues they consider relevant.
The second purpose is to inform stakeholders of those issues that the Commission has identified as relevant to this price investigation, including those arising from the terms of reference and recent developments in the electricity market and regulatory arrangements.
[bookmark: _Toc464735358]ICRC Act: legislative requirements
Introduction 
In carrying out its functions under the ICRC Act, the Commission has the following objectives set out in section 7 (Box 1.1).
[bookmark: _Ref462999967][bookmark: _Toc464735394]Box 1.1	Section 7: ICRC Objectives  
	
to promote effective competition in the interests of consumers;
to facilitate an appropriate balance between efficiency and environmental and social considerations;
to ensure non-discriminatory access to monopoly and near-monopoly infrastructure.[footnoteRef:4] [4:  ACT Government, 1997: 8.] 





When making a price direction, in addition to the terms of reference, the Commission is also required to have regard to the provisions set out in section 20(2) (Box 1.2).
[bookmark: _Ref462999989][bookmark: _Toc464735395]Box 1.2	Section 20(2): ICRC Functions 
	1. the protection of consumers from abuses of monopoly power in terms of prices, pricing policies (including policies relating to the level or structure of prices for services) and standard of regulated services; and
1. standards of quality, reliability and safety of the regulated services; and
1. the need for greater efficiency in the provision of regulated services to reduce costs to consumers and taxpayers; and
1. an appropriate rate of return on any investment in the regulated industry; and
1. the cost of providing the regulated services; and
1. the principles of ecologically sustainable development mentioned in subsection (5);
1. the social impacts of the decision; and
1. considerations of demand management and least cost planning; and
1. the borrowing, capital and cash flow requirements of people providing regulated services and the need to renew or increase relevant assets in the regulated industry; and
1. the effect on general price inflation over the medium term; and
1. any arrangements that a person providing regulated services has entered into for the exercise of its functions by some other person.[footnoteRef:5] [5:  ACT Government, 1997: 26–27.] 





Recent amendments 
A number of recent amendments to the ICRC Act, effective from 1 July 2016, are relevant to this investigation, as follows.
The ICRC Act now includes an overarching efficiency objective specific to the making of a price direction. Section 19L in Part 4 states: 
The objective of the commission, when making a price direction in a regulated industry, is to promote the efficient investment in, and efficient operation and use of regulated services for the long term interests of consumers in relation to the price, quality, safety, reliability and security of the service.
Section 17(4)(a) requires the Commission, within 1 month after receiving the industry reference, to give each relevant person for the investigation written notice of the information it requires from the person in relation to the investigation, and the date, decided after consultation with the person, when the person must give the Commission the information. 
In accordance with this new requirement, on 21 July 2016, the Commission sent ActewAGL Retail an information request requiring the provision of the following:
1. estimated Energy Efficiency Improvement Scheme (EEIS) costs for 201718 by 23 January 2017, and updated EEIS costs by 8 May 2017;
1. the network cost allowance for the regulated load for 201718, following the approval of ActewAGL Distribution’s network charges by the Australian Energy Regulator (AER); and
regulated tariff customer numbers and electricity usage for the year to 31 March 2017 by 8 May 2017.
Section 18(5)(b) has also been amended to require the Commission, in the draft (as well as in the final) report, to produce a statement outlining the extent to which it has had regard to the key matters listed in section 20(2).
[bookmark: _Toc462988109][bookmark: _Toc463000655][bookmark: _Toc463001657][bookmark: _Toc463001725][bookmark: _Toc463001755][bookmark: _Toc463001845][bookmark: _Toc463001923][bookmark: _Toc463007410][bookmark: What_happens_next][bookmark: _Toc368572035][bookmark: _Toc464735359]Scope of the terms of reference
The terms of reference require the Commission to consider the following matters in this investigation (Box 1.3).
[bookmark: _Ref462998582][bookmark: _Toc464735396]Box 1.3	Scope of the terms of reference 
	1. The Commission must consider:
1. The direct impact on electricity costs of government policies and pass through of costs and savings to regulated prices including, but not restricted to:
12. the ACT retailer obligations under the Energy Efficiency Improvement Scheme (EEIS);
(i) the Commonwealth Government’s Large-scale Renewable Energy Target (LRET) and Small-scale Renewable Energy Scheme (SRES); and
(ii) any other schemes implemented to address climate change relevant to electricity pricing.
1. The efficient and prudent cost of managing risk in the cost of purchasing electricity for the period of the price direction
The Commission must identify and report on the efficient costs of complying with the Energy Efficiency (Cost of Living) improvement Act 2012 for the period that the determination is being made. 
The Commission must identify and report on the cost allowance of the ACT Feed-in Tariffs (small and large scale) for the period that the determination is being made.
The Commission must release its final report within the period of 1 January 2017 to 7 June 2017, to provide sufficient time to allow ActewAGL Retail to make any necessary changes to its billing system and to provide information on the new tariff to customers for implementation from 1 July 2017.



[bookmark: _Toc464735360]Structure of the issues paper
The remainder of this paper is structured as follows:
Chapter 2 briefly sets out the Commission’s current regulatory approach and pricing methodology, and discusses specific issues relevant to the next regulatory period.
Chapter 3 discusses recent developments in the electricity market and regulatory issues that may be relevant to this investigation. 
Chapter 4 summarises the issues raised in this paper.
Chapter 5 outlines the next steps in the investigation process. 
Appendix 1 reproduces the terms of reference.
[bookmark: _Toc464735361]Investigation timeline
The Commission proposes to adopt the timeline set out in Table 1.1.
[bookmark: _Ref459274452][bookmark: _Toc464735377]Table 1.1	Indicative timeline for the retail electricity price investigation
	Task
	Date

	Terms of reference signed
	22 June 2016

	Release of issues paper
	24 October  2016

	Submissions on issues paper close
	30 November 2016

	Draft report and proposed price direction
	February 2017

	Submissions on draft report close
	March 2017

	Public hearing
	March 2017

	Release of final report and price direction
	June 2017



The closing date for submissions on the issues paper is 30 November 2016. Written submissions received by the closing date will be considered in the development of the draft report and the proposed price direction. The Commission is required under section 17(4)(b) of the ICRC Act to conduct a public hearing for all price regulation investigations. The Commission intends to conduct a hearing after the release of the draft report.
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2 – Commission’s regulatory approach and pricing model



[bookmark: Chap2][bookmark: _Ref462987379][bookmark: _Toc464735362][bookmark: _Ref415046117][bookmark: _Ref429472550][bookmark: _Ref435008895][bookmark: _Ref435008912][bookmark: _Ref447870428][bookmark: _Ref447870472][bookmark: _Ref459274372]Commission’s regulatory approach and pricing model
[bookmark: _Toc464735363]Introduction
The main elements of the Commission’s methodology or form of regulation comprise a price control mechanism, the cost-index model and pass-through arrangements.
The price control mechanism sets out how and when a price change can be applied to ActewAGL Retail’s regulated retail electricity tariffs. The cost-index model is used to determine the maximum allowable price change across the basket of regulated tariffs from one year to the next. The pass-through arrangements provide for the treatment of unexpected events, beyond the control of ActewAGL, that occur after the price direction has been made.
[bookmark: _Toc464735364]Regulatory approach
The key elements of the Commission’s current regulatory approach are described below. The Commission welcomes feedback on our approach. 
Length of the regulatory period
As specified in the terms of reference, the price direction will be for the three-year period of 1 July 2017 to 30 June 2020. 
Form of price control 
The Commission currently applies a weighted average price cap form of regulation to determine the maximum allowable average percentage change that ActewAGL Retail can apply to its suite of regulated tariffs. This approach allows ActewAGL Retail to adjust individual prices, as long as the total adjustment does not exceed the maximum allowable percentage change for the overall price cap, as determined by the Commission.
Annual recalibrations
As specified in the terms of reference, the Commission is required to undertake two annual recalibrations for the regulatory period commencing 1 July 2017. The first will determine regulated retail electricity prices for 201819 and the second will determine prices for 201920.
The annual recalibration process involves updating the parameters of the retail electricity cost-index model to determine regulated retail prices. This process draws on, for instance, more recent forward price and load data relating to the wholesale cost of energy, updated network costs and the new estimates of green costs. A number of model components, such as retail operating costs and wholesale energy contract costs, are adjusted by the change in the consumer price index. The recalibration process can also incorporate additional costs from a pass-through event. Pass-through events are set out in the price direction. 
Cost pass-through arrangements
Pass-through arrangements typically apply to events that are unplanned, or whose extent is uncertain and that are beyond the control of the regulated entity. The Commission currently allows for pass-through arrangements for a range of regulatory change and tax change events.[footnoteRef:6] Pass-through reviews for these regulatory and tax change events are undertaken as part of the annual recalibration process. [6:  The details of the current pass-through provisions are contained in ICRC, 2014b: 39-43.] 

[bookmark: _Toc462988116][bookmark: _Toc463000662][bookmark: _Toc463001664][bookmark: _Toc463001732][bookmark: _Toc463001762][bookmark: _Toc463001852][bookmark: _Toc463001930][bookmark: _Toc463007417][bookmark: _Toc464735365]Pricing model
Introduction
The key elements of the Commission’s current pricing model are described below. It details the Commission’s proposed approach in setting retail electricity prices for the next regulatory period. The Commission welcomes feedback on our approach. 
The Commission’s pricing model determines the maximum average percentage change that ActewAGL can apply to its suite of regulated tariffs on an annual basis. It does so by estimating the individual cost components that would be incurred by an efficient incumbent retailer in the same position as ActewAGL Retail when providing electricity supply services to customers on the regulated tariff.
The Commission’s current pricing model relies on cost benchmarks for three main cost categories:
· wholesale energy costs, which comprise energy purchase costs, LRET and SRES costs, energy losses, energy contracting costs and National Electricity Market (NEM) fees;
· network costs, which include transmission and distribution costs; and
· retail costs, which comprise retail operating costs and EEIS compliance costs.
Once these three cost categories are estimated, they are added together and multiplied by a retail margin (to provide a profit allowance) to produce total costs to be recovered in dollars per megawatt hour ($ per MWh). This cost is then compared to the total costs calculated for the previous year. This produces a maximum allowable percentage change that ActewAGL Retail can apply under the weighted average price cap to its regulated retail tariffs.[footnoteRef:7]  [7:  The sum of the proposed new tariffs on ActewAGL Retail’s regulated tariffs (i.e; ActewAGL Retail’s electricity plans for residential and small business customers) weighted over electricity prices for different price plans and customer groups with the weights based on revenues in the previous  period (a Laspeyres price index) should be less than or equal to the maximum allowable percentage change determined by the Commission. The details of the formula can be found in ICRC, 2014b: 8.] 

The Commission’s current pricing model is illustrated in Figure 2.1.
[bookmark: _Ref463353860][bookmark: _Toc464735381]Figure 2.1	The Commission’s current pricing model
[image: ]
Table 2.1 details the cost benchmarks calculated for 201617 and their percentage contribution to total costs.
[bookmark: _Ref463426722][bookmark: _Toc464735378]Table 2.1	Composition of regulated retail electricity costs for 2016–17
	 
	2016–17 final decision
	% of total cost

	 Energy purchase cost
	50.6
	26.8

	 LRET and SRES costs
	13.15
	7.0

	 Energy losses
	3.79
	2.0

	 Energy contracting cost
	0.87
	0.5

	 NEM fees
	0.87
	0.5

	Total energy purchase cost
	69.28
	36.7

	 Retail operating costs
	14.56
	7.7

	 Energy Efficiency Improvement Scheme costs
	4.93
	2.6

	Total retail costs
	19.49
	10.3

	 Network costs
	89.28
	47.3

	Total energy + retail + network costs
	178.05
	94.3

	 Retail margin (6.04%)
	10.76
	5.7

	Total costs
	                                 188.81 
	                100.00 


Source:	Commission’s calculations.
Components of the current pricing model
This section briefly describes the cost components of the Commission’s pricing model and discusses specific issues relevant to the next regulatory period. To assist stakeholders in understanding the current version of the model, this section also highlights the revisions undertaken by the Commission as part of the 2014 price investigation leading up to the current price direction.[footnoteRef:8] [8:  For detailed information see ICRC, 2014a: 27-94 and ICRC, 2014b: 10-39.] 

Energy purchase cost
Energy purchase costs are the costs incurred by the incumbent retailer in purchasing electricity from the wholesale electricity market. Due to the high volatility inherent in the wholesale electricity market, retailers hedge their exposure to risk by forward purchasing electricity in the contract market or by taking positions in the futures market. This greatly reduces the risk of price volatility for the retailer, contributing to financial stability. 
The energy purchase cost component is a complex and significant part of the Commission’s model. As part of the 2014 review, the energy purchase cost model was reviewed, with particular attention paid to its hedging strategy. The Commission reaffirmed its preference for a market-based approach for determining the energy purchase cost component over the long run marginal cost approach. The Commission concluded that it was confident that the current energy purchase cost model accurately reflects the costs, including hedging costs, that would be incurred by an efficient retailer in providing retail electricity services in the ACT.
The Commission’s energy purchase cost model consists of six components: the forward price, the load shape, the load ratio, the forward price margin, the quarterly load weights and the cost of carbon. The forward price represents the cost of pre-purchasing electricity to be delivered at a later date. A retailer is exposed to spot market risk, when its pre-contracted load is less than its demanded load and it sells electricity back into the market when its demanded load is less than the pre-purchased load. The load shape captures this relationship. The load ratio takes account of more extreme effects. The forward price margin captures the market observation that forward prices generally exceed average spot prices in order to cover the cost of reducing risk. The load shape, the load ratio and the forward price margin are used to calculate the uplift factor that is applied to the forward price to reflect the retailer’s hedging cost.
Forward price 
The forward price in the Commission’s model represents the cost of purchasing electricity. The Commission accesses two sources of forward prices: Australian Stock Exchange (ASX) market data and over the counter (OTC) contract data from ICAP.[footnoteRef:9]  [9:  In an over-the-counter contract, two parties, such as a generator and a retailer, bilaterally agree to trade a future volume of electricity at a given price.] 

The Commission used ASX data prior to the 201214 regulatory period. While recognising that electricity retailers in fact entered into OTC contracts, the Commission relied on ASX futures prices. This was based on the assumption that arbitrage between the ASX futures market and the OTC market ensured that ASX futures prices were reflective of OTC contract prices. The introduction of a price on carbon in 2012 changed the nature of the electricity contracting market, and ASX prices were no longer an accurate representation of OTC contracts. Confronted by these issues, the Commission started using OTC carbon-exclusive contract data as the basis of the forward price of electricity for the 201214 price direction. The Commission continued to use ICAP OTC data in the current regulatory period. 
The Commission’s general preference is to use exchange-traded ASX market data instead of OTC contract data due to the lack of transparency inherent in the OTC market. Figure 2.2 shows that following the removal of the carbon price from 1 July 2014, both data series have moved together with the ASX data being reflective of OTC contract prices.[footnoteRef:10] This implies that the use of ASX data, instead of OTC data, would not make a significant difference in the outcome.  [10:  The ASX data for 201718 is New South Wales implied base strip data. ] 

[bookmark: _Ref462990362][bookmark: _Toc464735382]Figure 2.2	ICAP OTC versus ASX forward prices, 201718

Source:	ASX Energy and ICAP data.
The current price direction prescribes forward prices based on a simple average over a 23-month period. This averaging period was originally adopted on the basis that prudent retailers typically hedge well in advance of the year in which they supply customers. This period was applied in calculating the 201415 forward price.
However, due to a lack of liquidity in the contract market in July and August 2013, ICAP only started reporting price data for 201516 contracts from 2 September 2013. This had the practical effect of limiting the averaging period to a maximum of 21-months for the 201516 price reset. In order to maintain comparability across adjacent years, a 21-month averaging period was also applied in the 201617 price reset. 
Based on the information presented above, a possible approach that the Commission could adopt for 201720 is to return to ASX forward price data averaging over a 23-month period. The Commission welcomes feedback on this approach. 
Removal of cost of carbon component
The Commission’s current pricing model incorporates an adjustment to the wholesale energy purchase cost to account for the cost of carbon. The national carbon-pricing scheme was abolished effective from 1 July 2014. Since then, the cost of carbon has been treated as zero in the pricing model. 
As the carbon pricing scheme is no longer in effect, there are two possible approaches that the Commission could follow for 201720. First, the Commission could continue the current approach of setting the carbon cost equal to zero. Second, the carbon cost component could be removed from the pricing model. The outcome in either case would be the same. 
Commission’s hedging strategy and uplift factor
The Commission’s current energy purchase cost model incorporates a conservative hedging strategy in estimating the cost of purchasing wholesale electricity by a prudent incumbent retailer. The current hedging strategy assumes that the incumbent retailer purchases enough forward contracts to reduce to a negligible level the possibility of having insufficient forward cover to meet demand in any trading interval. The Commission’s model adjusts the forward price by an uplift factor to ensure that the retailer is adequately compensated for the market risks that it faces in purchasing electricity. The uplift factor takes account of first and higher order variability in the wholesale cost as a result of both standard and more extreme variability in the load profile. The strategy also assumes that excess forward contracts can be sold on the spot market. 
As part of its 2014 review, the Commission concluded that its hedging strategy remained appropriate and accurately reflected the hedging costs incurred by an efficient retailer. 
LRET and SRES costs
The LRET and the SRES are national environmental obligations imposed by the Australian Government that create financial incentives for investment in renewable energy sources. The schemes require electricity retailers to purchase and surrender Large-scale Generation Certificates (LGC) and Small-scale Technology Certificates (STC) to the Clean Energy Regulator in percentages set by the regulation each year.[footnoteRef:11] The renewable power percentage to achieve the LRET target for 2016 is 12.75 per cent. The small-scale technology percentage set to achieve the 2016 SRES target is 9.68 per cent.  [11:  More information on the LRET and the SRES schemes can be found on the Clean Energy Regulator’s website: www.cleanenergyregulator.gov.au/Renewable-Energy-Target/Pages/default.aspx.] 

The Commission applies a market-based approach for determining efficient LRET and SRES costs. The model determines LGCs and STCs prices based on publicly available spot price data averaged over an 11-month period, and includes an allowance for funding costs. Full details of the Commission’s approach can be found in the 2014 draft and final reports.[footnoteRef:12] [12:  ICRC, 2014a: 56-65; ICRC, 2014b: 20-21] 

Energy losses
Some electricity is lost in transporting from generators to customers via transmission and distribution networks. Retailers purchase additional electricity to allow for these losses. The loss factors are calculated by Australian Energy Market Operator (AEMO), and are used by all regulators to determine the energy loss allowances where regulated tariffs apply. AEMO reports marginal and distribution loss factors for the forthcoming financial year.[footnoteRef:13] The Commission calculates an adjustment factor combining the marginal and distribution loss factors applicable to the ACT. [13:  This data is available from the AEMO website: www.aemo.com.au/Electricity/Market-Operations/Loss-Factors-and-Regional-Boundaries.] 

As part of the 2014 review, two changes were made to the way the Commission estimates the costs of energy losses. The changes comprised the inclusion of NEM fees in the energy loss equation and the application of the distribution loss factor only to the LRET and SRES costs and NEM fees.[footnoteRef:14]  [14:  Full details of the Commission’s approach can be found in the 2012 final report.
] 

Energy contracting costs 
Energy contracting costs represent the costs incurred by the incumbent retailer in managing an electricity-trading desk. The Commission estimated the energy contracting costs of the incumbent retailer in 2003, and has adjusted this component each year by the change in the consumer price index (CPI) since then.
NEM fees
The NEM is managed by AEMO, which is funded through user fees that are paid by customers. The Commission estimated the NEM fees of the incumbent retailer in 2003, and has adjusted this component to reflect the annual change in the CPI since then. 
Retail operating costs
Retail operating costs are the efficient costs incurred by the retailer in providing retail services to its customers. In 2003, the Commission estimated the retail operating costs allowance based on the cost estimates provided by ActewAGL Retail and benchmark observations of other regulatory decisions. 
As part of the 2014 review, two changes were made to the way in which retail operating costs are calculated. The first was to increase the per MWh allowance for 2014–15 to match New South Wales’ Independent Pricing and Regulatory Tribunal (IPART) benchmark. The second involved an ongoing adjustment in the per customer allowance each year by the change in the consumer price index.
The Commission’s current pricing model does not incorporate a headroom (competition) allowance. 
EEIS costs
The ACT Government’s EEIS scheme places a mandatory obligation on all active retailers in the ACT to promote energy efficiency measures in households and small businesses. The EEIS Scheme, which was initially legislated to finish on 31 December 2015, has been extended for the period 2016 to 2020. 
The Commission determines the EEIS cost allowance using the Commission’s methodology and cost estimates provided by ActewAGL Retail, subject to a forward-looking prudence and efficiency assessment. Since the Commission’s methodology relies on forecast and estimated costs in advance of the actual cost being incurred, provision is made for an ex-post adjustment. 
The Commission’s final decision on EEIS costs in 2014 was to continue its previous approach, with the addition of a forward-looking assessment of the prudence and efficiency of ActewAGL Retail’s forecast abatement costs.
Network costs
The network costs are equal to the sum of transmission and distribution charges paid by ActewAGL Retail. Transmission and distribution charges are determined by the AER and released each year in June. The Commission passes through the AER’s final determination to the standard customer contract retail load. 
Retail margin
The retail margin represents the return to the investment made by the incumbent retailer in providing retail electricity services. Once the aforementioned cost categories are estimated, they are added together and multiplied by the retail margin to produce the total cost. 
Two changes were made to the retail margin calculation in 2014. First, the benchmark retail margin was increased from 5.4 to 5.7 per cent drawing on research undertaken by IPART in New South Wales.[footnoteRef:15] Second, the Commission changed the way it calculates the retail margin allowance to be consistent with the approach taken in New South Wales and Queensland. These changes resulted in the application of a retail margin of 6.04 per cent for the 201417 regulatory period. [15:  IPART, 2013: 94] 

[bookmark: _Toc462988118][bookmark: _Toc463000664][bookmark: _Toc463001666][bookmark: _Toc463001734][bookmark: _Toc463001764][bookmark: _Toc463001854][bookmark: _Toc463001932][bookmark: _Toc463007419]


2 – Commission’s regulatory approach and pricing model

[bookmark: _Toc463001736][bookmark: _Toc463001766][bookmark: _Toc463001856][bookmark: _Toc463001934][bookmark: _Toc463001935][bookmark: _Toc463000667][bookmark: _Toc463001669][bookmark: _Toc463001738][bookmark: _Toc463001768][bookmark: _Toc463001858][bookmark: _Ref463349286][bookmark: _Ref463349310][bookmark: _Ref463349343][bookmark: _Ref463349374][bookmark: _Ref463349392][bookmark: _Ref463349410][bookmark: _Ref463352377][bookmark: _Toc464735366]State of the market and recent regulatory developments





[bookmark: _Toc464735367][bookmark: _Ref429637090][bookmark: _Ref429470714]Introduction
The wholesale electricity spot market, futures market and recent changes in the regulatory environment exert significant influence on electricity prices. To assist stakeholders in understanding underlying factors that impact on electricity prices, this chapter summarizes the current state of the electricity market at the wholesale and retail level, and recent regulatory changes and jurisdictional regulatory decisions.
[bookmark: _Toc464735368]State of the electricity market
Wholesale electricity spot market
The ACT is included in the New South Wales region of the NEM and therefore faces wholesale prices that are determined in New South Wales. This implies that many of the factors affecting the New South Wales market also affect the wholesale price of electricity in the ACT.
An examination of the market over the last 10 years indicates that the spot market price for electricity in New South Wales has remained relatively stable since 2011(Figure 3.1). Since 2011, except on two occasions, once in 2014 and the other in 2015, the average daily spot price has not exceeded $200 per MWh.[footnoteRef:16] While spot price volatility remains low in comparison to the pre-2011 period, it has increased since around October 2015. [16:  The average daily price is equal to the average price for the 48 half-hour periods in each day. There is intraday variation in price that is not captured in the average daily price. ] 

[bookmark: _Ref431986072][bookmark: _Toc435700197][bookmark: _Toc464735383]Figure 3.1	New South Wales average daily electricity spot prices, July 2005 to August 2016

Source:	AEMO data 
The AER recently published a report on winter energy prices, which noted that the average monthly wholesale electricity prices in eastern Australia, including New South Wales, were unusually high in June and July 2016, well above the long-term monthly averages.[footnoteRef:17] According to the AER’s report, the primary driver of the high winter prices was reduced coal power capacity coupled with high fuel costs for gas plants that were required to meet demand. [17:  AER, 2016d: 1] 

A review of quarterly average spot prices shows the impact of the high spot prices in the second quarter of 2016, with an average spot price of $76.75 per MWh, more than double the average price for the same quarter the previous year (Figure 3.2). 
[bookmark: _Ref461183319][bookmark: _Toc464735384]Figure 3.2	New South Wales average quarterly electricity spot prices, 2014 to 2016

Source:	AEMO data 
The quarterly data also show that the decline in average quarterly prices in 201415, primarily due to falling electricity demand, has been reversed.[footnoteRef:18] Figure 3.3 shows total New South Wales electricity demand. The declining trend in evidence since 200809 was arrested in 201415, with 201516 showing a rise in demand. [18:  AER, 2016c: 6.] 

[bookmark: _Ref459276908][bookmark: _Toc464735385]Figure 3.3	Total annual energy consumption by New South Wales, 199900 to 201516

Source:	AER data.
Wholesale electricity futures market
The Commission relies on futures market data for its forward price calculation. Figure 3.4 shows the daily forward price data for the upcoming 201718 regulatory year.[footnoteRef:19] Since about April this year, the forward price has shown a significant upward trend. This may exert significant influence on electricity prices.  [19:  The daily forward price is sourced from ICAP over-the-counter contract data.] 

[bookmark: _Ref461185140][bookmark: _Toc464735386]Figure 3.4	ICAP over-the-counter contract forward prices, 201718

Source:	ICAP data.
National environmental schemes spot market
Clause 3(1)(a) of the Terms of Reference requires the Commission to consider the direct impact on electricity costs of the Commonwealth Government’s LRET and SRES schemes. In order to calculate the cost of complying with these national environmental schemes, the Commission utilises spot market data for LGCs and STCs. 
Figure 3.5 shows daily LGC spot prices since July 2013. Prices remain at historically high levels with current prices at about $87.50 per certificate. 
[bookmark: _Ref373322066][bookmark: _Toc378334228][bookmark: _Toc380052177][bookmark: _Toc453223692][bookmark: _Toc464735387]Figure 3.5	LGC spot prices, July 2013 to September 2016

Source:	ICAP data.
As shown in Figure 3.6, the STC spot price has also remained high since about April 2015 exerting significant influence on the electricity prices.[footnoteRef:20]  [20:  The STC spot price remains very close to the $40 clearing price. ] 

[bookmark: _Ref373336862][bookmark: _Toc378334229][bookmark: _Toc380052178][bookmark: _Toc453223693][bookmark: _Toc464735388]Figure 3.6	STC spot prices, July 2013 to September 2016

Source:	ICAP data.
ACT retail market
[bookmark: _Ref366755611][bookmark: _Toc367181957][bookmark: _Toc368572051]Introduction
Unlike other states and territories, the ACT relies almost entirely on electricity generated outside its border. Electricity is transported to the ACT by the New South Wales transmission network operator TransGrid. Within the ACT, electricity is distributed by ActewAGL Distribution, which holds the territory’s only electricity distribution network licence. Like other distributors in the NEM, ActewAGL Distribution’s charges are regulated by the AER.
The ACT retail market is small relative to other retail markets in the NEM, with about 176,000 small customers as at 31 March 2016 (see Figure 3.7).
[bookmark: _Ref459276839][bookmark: _Toc464735389]Figure 3.7	Electricity customer numbers and contract type by jurisdiction, 31 March 2016

Source:	AER data.
Note: 	The AER does not report comparable data for Victoria. 

EEIS scheme and the feed-in-tariff scheme
There are jurisdictional requirements that are specific to operating in the retail electricity market in the ACT. Two ACT government policy schemes are particularly worth noting in this regard. These are the EEIS scheme and the feed-in tariff scheme. The EEIS scheme, under the Energy Efficiency (Cost of Living) Improvement Act 2012, places a mandatory obligation on all active retailers in the ACT to promote energy efficiency measures in households and small businesses. It requires energy retailers to either undertake energy efficiency programs on behalf of their customers or pay a fee per tonne of carbon emitted for electricity sold in the ACT. Under the Electricity Feed-in (Renewable Energy Premium) Act 2008, households and businesses can install solar rooftop panels to generate renewable energy, which is fed into the distribution network. The feed-in tariff scheme determines the rates at which these consumers are compensated for the electricity generated.
Small customer contract type
Figure 3.7 also shows the proportion of residential and small business customers on standard and market retail contracts in Queensland, New South Wales, South Australia, Tasmania and the ACT as at 31 March 2016. About 76 per cent of small customers in the ACT were on standard contracts. The ACT has a lower percentage of customers on market contracts than all other jurisdictions except Tasmania.
Small customer market share
Figure 3.8 shows the retail market share of small customers in the ACT, New South Wales, Queensland, Tasmania and South Australia as of March 2016. In South Australia, Queensland and New South Wales, three energy retailers account for more than 75 per cent of the market. ActewAGL Retail is the dominant retailer in the ACT, with around 163,150 or 93 per cent of total small customers in the ACT.
[bookmark: _Ref459274711][bookmark: _Toc464735390]Figure 3.8	Retail market share for small customers, residential and business, 31 March 2016

Source:	AER data.
Note:	‘Other retailers’ are those with less than 10 per cent market share in each customer market.
Customer complaints
The AER also tracks small customer complaints about the service provided by electricity retailers. Figure 3.9 shows the percentage of small customer complaints to electricity retailers in the ACT, New South Wales, Queensland, Tasmania and South Australia in the third quarter of 201516. This data indicates that a smaller percentage of ACT electricity customers make complaints about their service than in any other NEM jurisdiction, except Tasmania.
[bookmark: _Ref461606341][bookmark: _Toc464735391]Figure 3.9	Small customer complaints as percentage of total customers, 31 March 2016


Source:	AER data.
Electricity offers and bills 
Table 3.1 shows the number of single rate and time of use offers available to residential electricity consumers in the ACT, Sydney, Brisbane, Adelaide and Hobart, sourced from the Energy Made Easy website. These offers are a mix of standard and market contracts. Single rate offers in Melbourne are also included, sourced from the Victorian Energy Compare website.[footnoteRef:21] Table 3.1 indicates that ACT residential electricity users have fewer offerings to choose from compared to consumers in Sydney, Brisbane, Adelaide and Melbourne, but more than customers in Hobart. [21:  Price comparisons on the Energy Made Easy website are only available for jurisdictions where the National Energy Retail Law has commenced, which is not the case in Victoria.] 

[bookmark: _Ref461453145][bookmark: _Toc464735379]Table 3.1	Retail electricity offers, September 2016
	
	Single rate
	Time of use
	Total

	ACT
	23
	15
	38

	Sydney
	74
	72
	146

	Brisbane
	43
	39
	82

	Adelaide
	60
	8
	68

	Melbourne
	216
	N/A
	216

	Hobart
	1
	1
	2


Source:	www.energymadeeasy.gov.au and https://compare.switchon.vic.gov.au/. Accessed mid-September 2016.
Figure 3.10 shows the estimated annual bill (including discounts) for the current range of single rate and time of use offers available to residential electricity consumers in the ACT, Sydney, Brisbane and Adelaide, as reported on the Energy Made Easy website. It also includes single rate offers available to Melbourne residents, as reported on the Victoria Energy Compare website.  To ensure comparability, all offers are based on an annual electricity load of about 7,700 kWh.
[bookmark: _Ref461292942][bookmark: _Toc464735392]Figure 3.10  	Number of offers by estimated annual bill (including discounts), September 2016 
(a) Single rate offers 
	

	(b) Time of use offers 

	


Source:	www.energymadeeasy.gov.au and https://compare.switchon.vic.gov.au/. Accessed mid-September 2016.
Note:	Assumes annual energy use of 7,700 kWh.
Figure 3.10(a) suggests that the price that ACT residential electricity consumers pay for their electricity is considerably less than that paid by consumers in Sydney, Brisbane, Adelaide and Hobart. There are comparable offers available to Melbourne residents but most of the single rate offers in Melbourne are in materially higher price ranges.[footnoteRef:22] This result is consistent with the AER’s most recent State of the Energy Market report, for 201415, and a more recent report published in August 2016 on the retail electricity market in the NEM prepared for the GetUp! Group. [22:  The Queensland government deregulated the retail electricity market in July 2016. When analysing the impacts of deregulation, it should be noted that the expected benefits of deregulation are likely to take longer to affect the market. ] 

The AER report found that electricity bills for customers on standing offers in the ACT are among the lowest in Australia (see Figure 3.11). The report noted:
Despite high electricity consumption in the ACT, that region’s electricity bills are among the lowest in Australia because its usage charges are substantially lower than elsewhere.[footnoteRef:23] [23:  AER, 2016c: 136.] 

[bookmark: _Ref459275010][bookmark: _Toc464735393]Figure 3.11	Estimated annual small customer electricity bills based on standing offers, 201415

Source:	AER (2016c): 133.
The GetUp! report compared the regulated ACT retail market to the deregulated markets in Victoria, New South Wales, South Australia and south-east Queensland, with a particular focus on the retail component of electricity charges. This report found that the total annual bill in the ACT is the lowest of all NEM jurisdictions.[footnoteRef:24] It further found that regulated retail component in the ACT is much lower than the estimated retail component on the best offers from the big three energy retailers (AGL Energy, Energy Australia and Origin Energy) in any other regions of the NEM.  [24:  CME, 2016: 18.] 

[bookmark: _Toc464735369]Recent regulatory developments
Power of choice reforms: provision of smart metering
On 26 November 2015, the Australian Energy Market Commission (AEMC) announced a final rule change that will allow competition in the provision of metering and related services. The rule change was made in response to a request from the Council of Australian Governments’ (COAG) Energy Council.[footnoteRef:25] The new metering reforms, which will commence on 1 December 2017, are part of the AEMC’s Power of Choice Reforms package to promote the efficient use of energy networks. The new arrangements are intended to promote innovation and lead to investment in advanced meters that deliver services valued by consumers.[footnoteRef:26] [25:  AEMC, 2016b: 1.]  [26:  AEMC, 2016b: 2.] 

A key issue is to what extent the cost of installing ‘smart’ meters and associated support costs should be recovered in the regulated price. In its submission to the Commission’s 201617 price adjustment process, ActewAGL Retail indicated that the new arrangements would require significant system changes and investment by ActewAGL Retail.[footnoteRef:27] In response, the Commission noted in its final decision report that it would consider this matter as part of the 2017 price investigation.[footnoteRef:28]  [27:  ActewAGL Retail, 2016: 8.]  [28:  ICRC, 2016b: 5.] 

Smart meters (also known as time of use or advanced meters) record consumption of electricity in intervals of an hour or less and communicate that information to the utility for monitoring and billing.  The consumption information is also available to consumers.  Smart meters can also enable two-way communication between the meter and the central system.  Smart meters provide consumers with information to help them decide how and when they use electricity and manage the costs of their decisions.  To the extent that peak demand usage is reduced, as a result of the effective use of smart meters, there can be material reductions in the need for network expenditure, which may in turn help to reduce network costs and charges from what they otherwise would be. 
The AEMC final rule change of 26 November 2015 does not specify that the installation of ‘smart’ meters is a regulatory requirement. The rule change enables competition in the provision of certain metering services and provides for consumers to opt out of having their existing working meter replaced with a smart meter. It is understood from the rule change that retailers need to engage with customers to determine if they want smart meters and recover the costs separately through contractual arrangements. This interpretation is consistent with outcomes in a competitive market and means that the costs of installing and supporting smart meters should not be automatically included in standard regulated tariffs without a formal policy direction from Government.
Network cost uncertainty 
On 26 February 2016, the Australian Competition Tribunal (the Tribunal) made a decision to set aside the AER’s 2015 distribution determinations for the New South Wales and ACT Distribution Network Service Providers (DNSPs). The AER subsequently lodged a formal appeal against the Tribunal’s decision, which was listed for hearing in the Federal Court on 17 October 2016.[footnoteRef:29] [29:  Details can be found at: https://www.comcourts.gov.au/file/Federal/P/NSD419/2016/3751779/ event/28506914/document/769012.] 

As a result of the Tribunal’s decision, the AER’s network pricing arrangements for 201617 did not follow the normal submission and approval process. A new process was agreed in May 2016 between the AER and ActewAGL Distribution, which involved network charges for 201617 remaining constant in real terms. 
Subsequently, on 18 July 2016, the New South Wales DNSPs (Ausgrid, Endeavour Energy and Essential Energy) submitted a rule change request to the AEMC to amend the National Electricity Rules. The proposed rule change seeks, should the judicial review decision go against the AER, to minimise price shocks associated with any revenue adjustments having to be made in the remaining one or two years of the 201419 determinations.[footnoteRef:30] On 23 September 2016, ActewAGL requested the AEMC to make a similar participant derogation relating to them.[footnoteRef:31] [30:  The request is available on the AEMC’s website at: http://www.aemc.gov.au/Rule-Changes/Participant-derogation-NSW-DNSPs-Revenue-Smoothing. ]  [31:  The request is available on the AEMC’s website at http://www.aemc.gov.au/Rule-Changes/Participant-derogation-ACT-DNSP-Revenue-Smoothing] 

There remains uncertainty regarding the process for determining network costs for the 201718 regulatory year. If the judicial decision supports the AER’s review application, the AER’s original 2015 determinations will be restored. If the AER is required to remake the 2015 determinations, the revenue impacts are unclear. As noted by the New South Wales DNSPs in their formal rule change request to the AEMC, the proposed amendment, if accepted, would: 
enable a specific portion of the adjustment amount to be recovered over two regulatory control periods, with a specified default allocation of the adjustment amount being recovered in the subsequent regulatory control period commencing 1 July 2019.[footnoteRef:32] [32:  New South Wales DNSPs, 2016: 2.] 

[bookmark: _Toc462988124][bookmark: _Ref448142801][bookmark: _Toc464735370]Recent regulatory decisions in other jurisdictions
Introduction
This section briefly discusses recent regulatory decisions in other jurisdictions.  The following section focuses more on competition issues.
While the retail electricity markets in the ACT and Tasmania remain regulated, most other Australian states have proceeded with the deregulation of retail electricity prices over time at different rates. Victoria was the first state to remove all price controls in 2009. The New South Wales retail electricity market was deregulated in July 2014. The South Australian Government deregulated the retail electricity market in South Australia in 2013. South East Queensland followed the same regulatory path in July 2016.
Queensland
[bookmark: _Ref443987574]In May 2016, the Queensland Competition Authority (QCA) released its final determination on the regulated retail electricity prices for 201617. As the Queensland Government deregulated the retail electricity market in South East Queensland in July 2016, the 201617 regulated prices only applied to small customers in Ergon Distribution’s distribution area in regional Queensland.
QCA’s final determination resulted in the annual bills for typical residential customers on the main retail tariff (tariff 11) in Ergon Distribution’s distribution area, increasing by 2.8 per cent from $1,457 to $ 1,498 in 201617.[footnoteRef:33] In the case of non-residential customers on the main small business tariff (tariff 20), the impact was an increase of $236 or 11.2 per cent in their annual bill. As reported by the QCA, the primary driver of the price increase was a rise in energy purchase costs, largely driven by increasing demand from liquefied natural gas plants, as well as higher renewable energy target costs. [33:  QCA, 2016: iii.] 

Consistent with the approaches in previous price determinations, QCA adopted a network plus retail cost build-up approach for its 201617 determination. A retail margin of 5.7 per cent was applied along with an additional headroom (competition) allowance of 5 per cent of total costs to support competition in the Queensland retail market.
Tasmania
In Tasmania, the Office of the Tasmanian Economic Regulator (OTTER) is responsible for regulating the supply of electricity to small customers on Aurora Energy’s regulated tariffs.
On 16 June 2016, OTTER approved Aurora Energy’s standing offer electricity prices to apply from 1 July 2016 to 30 June 2017.[footnoteRef:34] The approved prices represented an increase of 3.4 per cent in regulated standing offer prices for 201617, primarily due to an increase in the wholesale electricity allowance, increased renewable energy certificate costs and market charge allowances and an increase in loss factor and load schedule adjustments.[footnoteRef:35] OTTER estimated the bill impact due to this price increase at about $60 per year for typical residential and small business standing offer customers. [34:  OTTER, 2016: 1]  [35:  Aurora Energy, 2016: 3] 

OTTER also approved Aurora Energy’s proposal to introduce two new standing offer time of use tariffs for small customers commencing from 1 July 2016.
[bookmark: _Toc464735371]Competition issues 
Retail competition in the ACT
Retail competition was introduced in the ACT, for small businesses and households, on 1 July 2003. As a result, other retailers were allowed access to the ActewAGL network so that they could compete with ActewAGL Retail in the provision of retail services. The other retailers are Energy Australia and Origin Energy. However, as noted in the following section, a recent report by the AEMC found that retail competition has not emerged in the ACT to an extent that further deregulation is warranted. 
ActewAGL Retail continues to be the dominant retailer in the ACT with around 93 per cent of small customers. As of March 2016, the ACT market had 175,874 total small customers, with ActewAGL Retail serving 163,150 of them.[footnoteRef:36]  ActewAGL is required to offer a regulated default contract but the other retailers are not regulated with respect to price. The dominant position of ActewAGL reflects its incumbency status, supported by the existence of brand loyalty and switching costs and the requirement to offer a default regulated contract.  In some other jurisdictions, a competition allowance has been specified for inclusion in regulated retail electricity prices in order to facilitate competition.  The Commission’s current pricing model does not incorporate a ‘headroom’ (competition) allowance to reflect customer acquisition and retention costs. The Commission evaluated the benefits of introducing a competition allowance in its cost-index model. The rationale for a ‘headroom allowance’ is to provide some provision for start-up costs for new entrants with the expectation that over time competitive pressures would reduce prices. However, another perspective is that competitive markets are not characterised by ‘headroom allowances’ and in competitive markets new entrants need to recover their investment costs with market prices. In addition, ActewAGL Retail is not a start-up entity and unless competition was highly effective in a short period of time, a competition allowance is likely to result in higher prices. In its 2014 review, the Commission concluded that the introduction of such an allowance in the ACT was not warranted because there is a reasonable probability that any benefits it may produce will be small relative to costs or long delayed, and therefore of little value.[footnoteRef:37] [36:  AER, 2016b: AER data]  [37:  ICRC 2014a: 97-142.] 

Retail competition outcomes in various jurisdictions 
The introduction of competition in regulated sectors offers the opportunity to reduce the extent and cost of regulation and achieve better outcomes for consumers.  The Commonwealth, State and Territory governments in Australia have agreed on a number of initiatives to facilitate competition in the energy sector including for the retailing of electricity. Other countries, such as Great Britain have pursued similar objectives. 
It is important, however, to recognise that competition is a means to achieving the objective of realising benefits in the long-term interests of consumers and not an ultimate objective in itself. It is not always economically beneficial to introduce competition in some markets and hence it is of interest to consider how retail competition has evolved in various jurisdictions of interest.
The AEMC reports annually on the state of competition in retail electricity markets in the various Australian jurisdictions. The AER also reports annually on the performance of retail energy markets in Australia. IPART in New South Wales and the Essential Services Commission (ESC) in Victoria have also reviewed retail competition and retail margins respectively in their jurisdictions. In addition, the Competition and Markets Authority (CMA) in the United Kingdom has recently completed a major energy market investigation including retail market competition issues. This section summarises and comments on some key findings from these reports. 
The key findings from these reports are as follows:
· AEMC (2016a): Competition in retail electricity markets in 2015-16 was found to be effective in most jurisdictions but less or not effective in the ACT, Tasmania and regional Queensland.  The key indicators used were customer activity (the extent of switching); customer satisfaction; barriers to entry and exit; the degree of independent rivalry; and whether retail energy prices are consistent with a competitive market (range of offers and effective discounts were key measures).
· AER (2016a): Key findings for the 2014-15 period were: a declining rate of customer switching but increasing use of market contracts with lower prices; an increase in complaints with billing the leading concern but fewer energy ombudsmen concerns; and improvements in energy affordability reflecting the removal of the carbon tax.  The share of the electricity bill in disposable income was also found to be the smallest in the ACT.
· IPART (2015): Competition for residential and small business customers was found to be working effectively and it was concluded that a detailed review of retail prices and margins was not necessary.  Key considerations related to: barriers to entry; customer outcomes; price developments; and rivalry, price and product diversity. However, it was also concluded that there are opportunities to make the market work better. In particular, IPART has recommended that the existing barriers to market entry need to be further reduced to improve the performance and competitiveness of the market.
· ESC (2013): Data for the period 2006 to 2012 indicated that the overall picture was one of decreasing retailer margins in the last few years prior to deregulation in 2009 and increasing margins, particularly in 2011-12.  These outcomes were broadly true for gross (retailer price less wholesale cost) and net (retailer price less retail and wholesale costs) margins and for standing offer and market prices.  
CMA (2016) for Great Britain: The review examined competition issues in various energy markets including the retail supply of households and microbusinesses. The CMA found a number of adverse effects in relation to competition in the retail supply of gas and electricity to households and microbusinesses, including weak customer response leading to unilateral market power; and pricing of standard tariffs materially above relevant costs.  The key finding was summarised as follows:
We have identified a combination of features of the markets for the domestic retail supply of gas and electricity in Great Britain that give rise to an AEC through an overarching feature of weak customer response.[footnoteRef:38] [38:  CMA, 2016: 37] 

The investigation found that 70% of domestic customers of the six largest energy firms were still on an expensive “default’ standard variable tariff and made a number of recommendations to address the problem. 
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The Commission welcomes feedback on the various issues relating to its pricing model. Some of these issues have been explored in the Commission’s previous investigations. The issues for the pricing model are summarised below along with other issues.
Energy purchase cost model:
Australian Securities Exchange (ASX) vs ICAP over the counter (OTC) contract data 
The Commission’s general preference is to use the exchange-traded ASX market data averaging over a 23-month period instead of OTC contract data due to the lack of transparency inherent in the OTC market. Before 2012, the Commission used the ASX forward price data. Confronted by the issues associated with the carbon price uncertainty and other data limitations, the Commission relied on OTC contract data averaging over a 21-month period, as a fall-back option, from 2012 to 2016. 
Issue 1: Is it appropriate for the Commission to return to using exchange traded ASX forward price data averaged over a 23-month period in calculating energy purchase costs? 
Commission’s hedging strategy 
The Commission considers that its current energy purchase cost model accurately reflects the costs, including a conservative estimate of hedging costs that would be incurred by a retailer of electricity to minimise wholesale price variability risk, in providing retail electricity services in the ACT. 
Issue 2: The Commission welcomes comments on its current approach to estimating hedging costs. 
Retail operating costs component 
A competition allowance in the ACT
The Commission’s current pricing model does not incorporate a ‘headroom’ (competition) allowance to reflect customer acquisition and retention costs. As part of its 2014 price investigation, the Commission evaluated the benefits of introducing a competition allowance in its cost-index model. The rationale for a ‘headroom allowance’ is to provide some provision for start-up costs for new entrants with the expectation that over time competitive pressures would reduce prices. However, in 2014, the Commission concluded that the introduction of such an allowance in the ACT was not warranted because there is a reasonable probability that any benefits will be small or long delayed or non-existent, and therefore of little current value.
Issue 3: The Commission welcomes comments on its position that a competition allowance is not justified in the ACT.  
Other components of the model: 
Chapter 2 of this issues paper details the Commission’s current methodology in estimating three main cost categories of its pricing model including:
wholesale energy costs, which comprise energy purchase costs, LRET and SRES costs, energy losses, energy contracting costs and NEM fees;
network costs, which include transmission and distribution costs; and 
retail costs, which comprise retail operating costs, EEIS compliance costs and a retail profit margin.
The specific issues relating to the energy purchase cost component and the retail operating cost component are highlighted above. The Commission welcomes feedback on other components of the model. 
Issue 4: The Commission welcomes feedback on its current approach in estimating the cost categories in its pricing model. 
Other issues
Issue 5: Are there any other issues that the Commission should consider?
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[bookmark: _Ref463352887][bookmark: _Toc464735373]Next steps
This issues paper is the first step in the Commission’s consultation for the 2017 price investigation. Stakeholders will have further opportunities to participate in the consultation process. The proposed timing of the next steps in the investigation process is set out in Table 5.1.
[bookmark: _Ref464558639][bookmark: _Toc464735380]Table 5.1	Next steps in the retail electricity price investigation 
	Task
	Date

	Terms of reference signed
	22 June 2016

	Release of issues paper
	24 October 2016

	Submissions on issues paper close
	30 November 2016

	Release of draft report and proposed price direction
	February 2017

	Submissions on draft report close
	March 2017

	Public hearing
	March 2017

	Release of final report and price direction
	June 2017
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Australian Capital Territory
Independent Competition and Regulatory Commission (Price Direction for the Supply of Electricity to Small Customers on Standard Retail Contracts) Terms of Reference Determination 2016
Disallowable instrument DI2016–138
made under the 
Independent Competition and Regulatory Commission Act 1997 (‘the Act’), Section 15 (Nature of industry references) and Section 16 (Terms of industry references).

 1. Interpretation
In this instrument:
“National Energy Retail Law (ACT)” has the same meaning as in the National Energy Retail Law (ACT) Act 2012.
“small customer” has the same meaning as in the National Energy Retail Law (ACT).
“standing offer prices” has the same meaning as in the National Energy Retail Law (ACT).
“ActewAGL Retail” means the partnership of Icon Retail Investments Limited 
(ACN 074 371 207) and AGL ACT Retail Investments Pty Ltd (ACN 093 631 586).

2. Reference for investigation under Section 15
Under section 15(1) of the Act, I provide a reference to the Independent Competition and Regulatory Commission (the ‘Commission’) to determine a price direction for the standing offer prices for the supply of electricity to small customers who consume less than 100MWh of electricity over any period of 12 consecutive months. 
The price direction will be for the period of 1 July 2017 to 30 June 2020. 
The price direction must make provision for annual recalibrations to be undertaken by 30 June 2018 and 30 June 2019.
Under section 15(4) of the Act, the price direction determined by the Commission under this reference is to only apply to the electricity retailer ActewAGL Retail.

3. Terms of reference for investigation under section 16
Under section 16(1) of the Act, I require that the Commission consider the following matters in relation to the conduct of the investigation:
1. The Commission must consider:
a. The direct impact on electricity costs of government policies and pass through of costs and savings to regulated prices including, but not restricted to: 
i. the ACT retailer obligations under the Energy Efficiency Improvement Scheme;
ii. the Commonwealth Government’s Large-scale Renewable Energy Target and Small-scale Renewable Energy Scheme; and
iii. any other schemes implemented to address climate change relevant to electricity pricing.
b. The efficient and prudent cost of managing risk in the cost of purchasing electricity for the period of the price direction.
2. The Commission must identify and report on the efficient costs of complying with the Energy Efficiency (Cost of Living) Improvement Act 2012 for the period that the determination is being made.
3. The Commission must identify and report on the cost allowance of the ACT Feed-in Tariffs (small and large scale) for the period that the determination is being made.
4. The Commission must release its final report within the period of 1 January 2017 to 7 June 2017, to provide sufficient time to allow 
ActewAGL Retail to make any necessary changes to its billing system and to provide information on the new tariff to customers for implementation effective 1 July 2017.
Andrew Barr MLA
Treasurer
22 June 2016
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[bookmark: _Toc464735375]Abbreviations and acronyms





	AEMC
	Australian Energy Market Commission

	AEMO
	Australian Energy Market Operator

	AER
	Australian Energy Regulator

	ASX
	Australian Securities Exchange

	CMA
	Competition and Markets Authority

	Commission
	Independent Competition and Regulatory Commission

	COAG
	Council of Australian Governments

	CPI
	Consumer Price Index

	DNSPs
	Distribution Network Service Providers

	EEIS
	Energy Efficiency Improvement Scheme

	ESC
	Essential Services Commission

	ICRC
	Independent Competition and Regulatory Commission

	IPART
	Independent Pricing and Regulatory Tribunal 

	LRET
	Large-scale Renewable Energy Target

	MWh
	Megawatt hour

	NECF
	National Electricity Customer Framework

	NEM
	National Electricity Market

	NSW
	New South Wales

	OTC
	Over-the-counter

	OTTER
	Office of the Tasmanian Economic Regulator

	QCA
	Queensland Competition Authority 

	SRES
	Small-scale Renewable Energy Scheme

	TWh
	Terawatt hours
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Average daily prices ($/MWh)

RRP	
2013 Q3	2013 Q4	2014 Q1	2014 Q2	2014 Q3	2014 Q4	2015 Q1	2015 Q2	2015 Q3	2015 Q4	2016 Q1	2016 Q2	2016 Q3	54.953113677536074	53.711302083333614	50.370763888888675	49.922332875457677	39.085219655797069	31.96963768115954	33.743090277778009	35.870835622710686	44.488516757246217	42.369153079710074	42.984819139194322	76.749603937728935	53.109028532608654	
Average annual prices ($/MWh)

New South Wales (Terawatt hours)	1999-00	2000-01	2001-02	2002-03	2003-04	2004-05	2005-06	2006-07	2007-08	2008-09	2009-10	2010-11	2011-12	2012-13	2013-14	2014-15	2015-16	67.599999999999994	69.400000000000006	70.2	71.599999999999994	73.7	74.400000000000006	76.8	78.599999999999994	78.900000000000006	79.599999999999994	78.5	78.099999999999994	75.3	71.599999999999994	69.7	70.3	71.2	
TWh


OTC Flat 2017-18	42186	42187	42188	42191	42192	42193	42194	42195	42198	42199	42200	42201	42202	42205	42206	42207	42208	42209	42212	42213	42214	42215	42216	42219	42220	42221	42222	42223	42226	42227	42228	42229	42230	42233	42234	42235	42236	42237	42240	42241	42242	42243	42244	42247	42248	42249	42250	42251	42254	42255	42256	42257	42258	42261	42262	42263	42264	42265	42268	42269	42270	42271	42272	42275	42276	42277	42278	42279	42282	42283	42284	42285	42286	42289	42290	42291	42292	42293	42296	42297	42298	42299	42300	42303	42304	42305	42306	42307	42310	42311	42312	42313	42314	42317	42318	42319	42320	42321	42324	42325	42326	42327	42328	42331	42332	42333	42334	42335	42338	42339	42340	42341	42342	42345	42346	42347	42348	42349	42352	42353	42354	42355	42356	42359	42360	42361	42362	42367	42368	42369	42373	42374	42375	42376	42377	42380	42381	42382	42383	42384	42387	42388	42389	42390	42391	42394	42396	42397	42398	42401	42402	42403	42404	42405	42408	42409	42410	42411	42412	42415	42416	42417	42418	42419	42422	42423	42424	42425	42426	42429	42430	42431	42432	42433	42436	42437	42438	42439	42440	42443	42444	42445	42446	42447	42450	42451	42452	42453	42458	42459	42460	42461	42464	42465	42466	42467	42468	42471	42472	42473	42474	42475	42478	42479	42480	42481	42482	42486	42487	42488	42489	42492	42493	42494	42495	42496	42499	42500	42501	42502	42503	42506	42507	42508	42509	42510	42513	42514	42515	42516	42517	42520	42521	42522	42523	42524	42527	42528	42529	42530	42531	42535	42536	42537	42538	42541	42542	42543	42544	42545	42548	42549	42550	42551	42552	42555	42556	42557	42558	42559	42562	42563	42564	42565	42566	42569	42570	42571	42572	42573	42576	42577	42578	42579	42580	42583	42584	42585	42586	42587	42590	42591	42592	42593	42594	42597	42598	42599	42600	42601	42604	42605	42606	42607	42608	42611	42612	42613	42614	42615	43.5	43.5	43.5	43.3	43.3	43.3	43.3	43.3	43.3	43.3	43.449999999999996	43.449999999999996	43.5	43.5	43.5	43.650000000000006	43.650000000000006	43.6	43.6	43.6	43.6	43.650000000000006	43.650000000000006	43.650000000000006	43.7	43.75	43.75	43.75	43.75	43.75	43.849999999999994	44	44	44	44	44.25	44.5	44.5	44.449999999999996	44.3	44.3	44.3	44.3	44.3	44.449999999999996	44.7	44.900000000000006	44.900000000000006	44.900000000000006	45.150000000000006	45.2	45.2	45.2	45.650000000000006	45.650000000000006	45.650000000000006	45.650000000000006	45.650000000000006	45.75	45.75	46.1	46.1	46.1	46.1	46.1	45.949999999999996	45.949999999999996	45.900000000000006	45.900000000000006	45.900000000000006	45.949999999999996	45.949999999999996	46.2	46.2	46.5	46.8	47.55	47.900000000000006	47.900000000000006	48.6	48.400000000000006	48.400000000000006	48.400000000000006	48.3	48.25	48.25	48.3	48.2	48.2	48.2	48.1	48.05	48.05	48.05	48.05	48.05	48.05	48.05	48.150000000000006	48.150000000000006	48.150000000000006	48.150000000000006	48.1	47.349999999999994	47.349999999999994	47.25	47.25	47.25	47.55	47.400000000000006	47.400000000000006	47.400000000000006	47.400000000000006	47.400000000000006	47.349999999999994	47.349999999999994	47.349999999999994	47.349999999999994	47.349999999999994	47.349999999999994	47.349999999999994	47.349999999999994	47.349999999999994	47.349999999999994	47.449999999999996	47.400000000000006	47.400000000000006	47.400000000000006	47.449999999999996	47.449999999999996	47.2	47.1	47.05	47.05	47.05	47.4	47.15	46.9	46.9	46.9	46.9	46.9	46.8	47.349999999999994	47.1	47.15	47.4	47.349999999999994	47.349999999999994	47.349999999999994	47.05	47.1	47.05	47.05	47.05	46.949999999999996	46.9	46.7	46.7	46.7	46.65	46.05	45.9	46.15	46.15	46.05	45.7	45.65	45.65	45.9	46.15	46.25	46.4	46.4	46.349999999999994	46.4	46.4	46.05	46.1	46.15	46.5	46.65	46.55	46.5	46.5	46.65	46.65	46.5	46.5	46.349999999999994	46.2	46.349999999999994	46.8	46.8	46.7	46.8	47	47.3	47.3	47.3	47.3	47.25	47.25	47.25	47.25	47.55	47.6	47.7	47.849999999999994	48.1	48.05	47.849999999999994	47.849999999999994	47.849999999999994	48.05	48.5	48.7	48.849999999999994	48.849999999999994	48.9	49.1	49.1	49.449999999999996	49.349999999999994	49.5	49.449999999999996	49.55	49.449999999999996	49.349999999999994	49.349999999999994	49.4	49.65	49.9	50.349999999999994	50.7	51.15	51.3	51.5	51.75	51.75	51.75	51.75	52.1	52.6	52.4	52.25	52.3	52.7	53.05	53.3	54	54.55	54.15	54.849999999999994	55.05	56.2	56	56.1	55.949999999999996	56.3	56.2	56.15	55.849999999999994	56	56.05	56.05	56	56	56	56	56	56	55.65	55.55	55.55	55.55	55.6	56	56.2	56.349999999999994	56.6	57.1	57.3	58.2	57.449999999999996	57.449999999999996	56.55	56.55	56.4	55.4	55.4	55.4	55.55	55.55	55.55	55.55	55.9	56	56.449999999999996	57.2	
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LGC spot price ($/certificate)


SPOT SREC	41456	41457	41458	41459	41460	41461	41462	41463	41464	41465	41466	41467	41468	41469	41470	41471	41472	41473	41474	41475	41476	41477	41478	41479	41480	41481	41482	41483	41484	41485	41486	41487	41488	41489	41490	41491	41492	41493	41494	41495	41496	41497	41498	41499	41500	41501	41502	41503	41504	41505	41506	41507	41508	41509	41510	41511	41512	41513	41514	41515	41516	41517	41518	41519	41520	41521	41522	41523	41524	41525	41526	41527	41528	41529	41530	41531	41532	41533	41534	41535	41536	41537	41538	41539	41540	41541	41542	41543	41544	41545	41546	41547	41548	41549	41550	41551	41552	41553	41554	41555	41556	41557	41558	41559	41560	41561	41562	41563	41564	41565	41566	41567	41568	41569	41570	41571	41572	41573	41574	41575	41576	41577	41578	41579	41580	41581	41582	41583	41584	41585	41586	41587	41588	41589	41590	41591	41592	41593	41594	41595	41596	41597	41598	41599	41600	41601	41602	41603	41604	41605	41606	41607	41608	41609	41610	41611	41612	41613	41614	41615	41616	41617	41618	41619	41620	41621	41622	41623	41624	41625	41626	41627	41628	41629	41630	41631	41632	41633	41634	41635	41636	41637	41638	41639	41640	41641	41642	41643	41644	41645	41646	41647	41648	41649	41650	41651	41652	41653	41654	41655	41656	41657	41658	41659	41660	41661	41662	41663	41664	41665	41666	41667	41668	41669	41670	41671	41672	41673	41674	41675	41676	41677	41678	41679	41680	41681	41682	41683	41684	41685	41686	41687	41688	41689	41690	41691	41692	41693	41694	41695	41696	41697	41698	41699	41700	41701	41702	41703	41704	41705	41706	41707	41708	41709	41710	41711	41712	41713	41714	41715	41716	41717	41718	41719	41720	41721	41722	41723	41724	41725	41726	41727	41728	41729	41730	41731	41732	41733	41734	41735	41736	41737	41738	41739	41740	41741	41742	41743	41744	41745	41746	41747	41748	41749	41750	41751	41752	41753	41754	41755	41756	41757	41758	41759	41760	41761	41762	41763	41764	41765	41766	41767	41768	41769	41770	41771	41772	41773	41774	41775	41776	41777	41778	41779	41780	41781	41782	41783	41784	41785	41786	41787	41788	41789	41790	41791	41792	41793	41794	41795	41796	41797	41798	41799	41800	41801	41802	41803	41804	41805	41806	41807	41808	41809	41810	41811	41812	41813	41814	41815	41816	41817	41818	41819	41820	41821	41822	41823	41824	41825	41826	41827	41828	41829	41830	41831	41832	41833	41834	41835	41836	41837	41838	41839	41840	41841	41842	41843	41844	41845	41846	41847	41848	41849	41850	41851	41852	41853	41854	41855	41856	41857	41858	41859	41860	41861	41862	41863	41864	41865	41866	41867	41868	41869	41870	41871	41872	41873	41874	41875	41876	41877	41878	41879	41880	41881	41882	41883	41884	41885	41886	41887	41888	41889	41890	41891	41892	41893	41894	41895	41896	41897	41898	41899	41900	41901	41902	41903	41904	41905	41906	41907	41908	41909	41910	41911	41912	41913	41914	41915	41916	41917	41918	41919	41920	41921	41922	41923	41924	41925	41926	41927	41928	41929	41930	41931	41932	41933	41934	41935	41936	41937	41938	41939	41940	41941	41942	41943	41944	41945	41946	41947	41948	41949	41950	41951	41952	41953	41954	41955	41956	41957	41958	41959	41960	41961	41962	41963	41964	41965	41966	41967	41968	41969	41970	41971	41972	41973	41974	41975	41976	41977	41978	41979	41980	41981	41982	41983	41984	41985	41986	41987	41988	41989	41990	41991	41992	41993	41994	41995	41996	41997	41998	41999	42000	42001	42002	42003	42004	42005	42006	42007	42008	42009	42010	42011	42012	42013	42014	42015	42016	42017	42018	42019	42020	42021	42022	42023	42024	42025	42026	42027	42028	42029	42030	42031	42032	42033	42034	42035	42036	42037	42038	42039	42040	42041	42042	42043	42044	42045	42046	42047	42048	42049	42050	42051	42052	42053	42054	42055	42056	42057	42058	42059	42060	42061	42062	42063	42064	42065	42066	42067	42068	42069	42070	42071	42072	42073	42074	42075	42076	42077	42078	42079	42080	42081	42082	42083	42084	42085	42086	42087	42088	42089	42090	42091	42092	42093	42094	42095	42096	42097	42098	42099	42100	42101	42102	42103	42104	42105	42106	42107	42108	42109	42110	42111	42112	42113	42114	42115	42116	42117	42118	42119	42120	42121	42122	42123	42124	42125	42126	42127	42128	42129	42130	42131	42132	42133	42134	42135	42136	42137	42138	42139	42140	42141	42142	42143	42144	42145	42146	42147	42148	42149	42150	42151	42152	42153	42154	42155	42156	42157	42158	42159	42160	42161	42162	42163	42164	42165	42166	42167	42168	42169	42170	42171	42172	42173	42174	42175	42176	42177	42178	42179	42180	42181	42182	42183	42184	42185	42186	42187	42188	42189	42190	42191	42192	42193	42194	42195	42196	42197	42198	42199	42200	42201	42202	42203	42204	42205	42206	42207	42208	42209	42210	42211	42212	42213	42214	42215	42216	42217	42218	42219	42220	42221	42222	42223	42224	42225	42226	42227	42228	42229	42230	42231	42232	42233	42234	42235	42236	42237	42238	42239	42240	42241	42242	42243	42244	42245	42246	42247	42248	42249	42250	42251	42252	42253	42254	42255	42256	42257	42258	42259	42260	42261	42262	42263	42264	42265	42266	42267	42268	42269	42270	42271	42272	42273	42274	42275	42276	42277	42278	42279	42280	42281	42282	42283	42284	42285	42286	42287	42288	42289	42290	42291	42292	42293	42294	42295	42296	42297	42298	42299	42300	42301	42302	42303	42304	42305	42306	42307	42308	42309	42310	42311	42312	42313	42314	42315	42316	42317	42318	42319	42320	42321	42322	42323	42324	42325	42326	42327	42328	42329	42330	42331	42332	42333	42334	42335	42336	42337	42338	42339	42340	42341	42342	42343	42344	42345	42346	42347	42348	42349	42350	42351	42352	42353	42354	42355	42356	42357	42358	42359	42360	42361	42362	42363	42364	42365	42366	42367	42368	42369	42370	42371	42372	42373	42374	42375	42376	42377	42378	42379	42380	42381	42382	42383	42384	42385	42386	42387	42388	42389	42390	42391	42392	42393	42394	42395	42396	42397	42398	42399	42400	42401	42402	42403	42404	42405	42406	42407	42408	42409	42410	42411	42412	42413	42414	42415	42416	42417	42418	42419	42420	42421	42422	42423	42424	42425	42426	42427	42428	42429	42430	42431	42432	42433	42434	42435	42436	42437	42438	42439	42440	42441	42442	42443	42444	42445	42446	42447	42448	42449	42450	42451	42452	42453	42454	42455	42456	42457	42458	42459	42460	42461	42462	42463	42464	42465	42466	42467	42468	42469	42470	42471	42472	42473	42474	42475	42476	42477	42478	42479	42480	42481	42482	42483	42484	42485	42486	42487	42488	42489	42490	42491	42492	42493	42494	42495	42496	42497	42498	42499	42500	42501	42502	42503	42504	42505	42506	42507	42508	42509	42510	42511	42512	42513	42514	42515	42516	42517	42518	42519	42520	42521	42522	42523	42524	42525	42526	42527	42528	42529	42530	42531	42532	42533	42534	42535	42536	42537	42538	42539	42540	42541	42542	42543	42544	42545	42546	42547	42548	42549	42550	42551	42552	42553	42554	42555	42556	42557	42558	42559	42560	42561	42562	42563	42564	42565	42566	42567	42568	42569	42570	42571	42572	42573	42574	42575	42576	42577	42578	42579	42580	42581	42582	42583	42584	42585	42586	42587	42588	42589	42590	42591	42592	42593	42594	42595	42596	42597	42598	42599	42600	42601	42602	42603	42604	42605	42606	42607	42608	42609	42610	42611	42612	42613	42614	42615	37.65	37.65	38	38.1	38.1	0	0	38.050000000000004	38.1	38.050000000000004	38.1	38.15	0	0	38.15	38.15	38.15	38.050000000000004	38.15	0	0	38.15	38.25	38.25	38.200000000000003	38.200000000000003	0	0	38.200000000000003	38.15	38.200000000000003	38.200000000000003	38.300000000000004	0	0	38.4	38.4	38.5	38.5	38.449999999999996	0	0	38.4	38.449999999999996	38.5	38.5	38.5	0	0	38.6	38.550000000000004	38.800000000000004	38.849999999999994	38.800000000000004	0	0	38.800000000000004	38.9	38.9	39.050000000000004	39.200000000000003	0	0	39.200000000000003	39.300000000000004	39.349999999999994	39.1	39.200000000000003	0	0	39.15	39.1	39.050000000000004	39.1	39.1	0	0	39.050000000000004	38.75	38.75	38.700000000000003	38.700000000000003	0	0	38.700000000000003	39	39	39	39.050000000000004	0	0	39.050000000000004	39.050000000000004	39	39.1	39	0	0	39	38.949999999999996	38.949999999999996	39	39.050000000000004	0	0	39.050000000000004	39	39	38.949999999999996	38.550000000000004	0	0	38.6	38.65	38.65	38.25	38.25	0	0	38.1	37.9	38.200000000000003	38.200000000000003	38.050000000000004	0	0	38	37.949999999999996	37.65	37.6	37.15	0	0	37.200000000000003	37.300000000000004	37.300000000000004	37.5	37.6	0	0	38	38	38.050000000000004	38.050000000000004	38.050000000000004	0	0	38.1	38.1	38.15	38.25	38.25	0	0	0	38.300000000000004	38.300000000000004	38.300000000000004	38.300000000000004	0	0	38.300000000000004	38.4	38.4	38.300000000000004	38.4	0	0	38.449999999999996	38.4	38.4	38.449999999999996	38.4	0	0	38.4	38.4	0	0	38.4	0	0	38.4	38.4	0	38.4	38.4	0	0	38.349999999999994	38.25	38.25	38.300000000000004	38.300000000000004	0	0	38.4	38.300000000000004	38.349999999999994	38.4	38.4	0	0	38.449999999999996	38.6	38.800000000000004	38.800000000000004	38.849999999999994	0	0	0	38.849999999999994	38.9	38.9	38.849999999999994	0	0	38.849999999999994	38.849999999999994	38.849999999999994	38.800000000000004	38.5	0	0	38.5	38.4	38.4	38.4	38.4	0	0	38.4	38.4	38.4	38.4	38.65	0	0	38.5	38.550000000000004	38.75	38.75	38.75	0	0	38.800000000000004	38.75	38.75	38.9	38.9	0	0	38.9	38.949999999999996	39	38.949999999999996	38.5	0	0	38.5	38.800000000000004	38.75	38.800000000000004	38.800000000000004	0	0	38.949999999999996	39.1	39.200000000000003	39.200000000000003	39.200000000000003	0	0	39.200000000000003	39.200000000000003	39.200000000000003	39.300000000000004	39.300000000000004	0	0	39.300000000000004	39.300000000000004	39.349999999999994	39.200000000000003	39.300000000000004	0	0	39.300000000000004	39.200000000000003	38.9	38.9	0	0	0	0	38.9	38.9	38.5	0	0	0	38.300000000000004	38.449999999999996	38.449999999999996	38.550000000000004	38.550000000000004	0	0	38.6	38.65	38.700000000000003	38.849999999999994	38.849999999999994	0	0	39.050000000000004	38.949999999999996	39	39	39	0	0	39	39.050000000000004	39.050000000000004	39.200000000000003	39.200000000000003	0	0	39.300000000000004	39.300000000000004	39.4	39.4	39.349999999999994	0	0	39.349999999999994	39.349999999999994	39.25	39.15	39.1	0	0	0	39.1	39.1	39.1	39.1	0	0	39.1	39.15	39.15	39.200000000000003	39.200000000000003	0	0	39.200000000000003	39.200000000000003	38.75	38.800000000000004	38.9	0	0	38.9	38.9	38.800000000000004	38.800000000000004	38.800000000000004	0	0	38.849999999999994	39	39	39	39	0	0	39.050000000000004	39.15	39.25	39.25	39.300000000000004	0	0	39.300000000000004	39	38.9	38.949999999999996	38.949999999999996	0	0	38.75	38.700000000000003	38.700000000000003	38.700000000000003	38.849999999999994	0	0	38.9	38.700000000000003	38.700000000000003	38.65	38.6	0	0	38.65	38.700000000000003	38.800000000000004	38.800000000000004	38.849999999999994	0	0	38.800000000000004	38.800000000000004	38.800000000000004	38.800000000000004	38.849999999999994	0	0	38.849999999999994	38.849999999999994	38.849999999999994	38.849999999999994	38.5	0	0	38.5	38.65	38.700000000000003	38.700000000000003	38.65	0	0	38.65	38.65	38.65	38.700000000000003	38.700000000000003	0	0	38.65	38.700000000000003	38.700000000000003	38.75	38.75	0	0	38.700000000000003	38.65	38.65	38.65	38.65	0	0	38.65	38.75	38.65	38.550000000000004	38.550000000000004	0	0	38.550000000000004	38.550000000000004	38.550000000000004	38.5	38.4	0	0	38.4	38.200000000000003	37.9	37.9	38.050000000000004	0	0	38	37.800000000000004	37.5	37.5	37.449999999999996	0	0	37.449999999999996	37.449999999999996	37.4	37.4	37.4	0	0	37.4	37.300000000000004	37.25	37.25	37.200000000000003	0	0	37.1	36.9	36.800000000000004	36.75	36.75	0	0	36.6	36.449999999999996	36.4	36.4	36.4	0	0	36.449999999999996	36.800000000000004	36.849999999999994	37.300000000000004	37.5	0	0	37.550000000000004	37.6	37.700000000000003	37.700000000000003	37.700000000000003	0	0	38	38.25	38.25	38.25	38.25	0	0	38.25	38.300000000000004	38.349999999999994	38.349999999999994	38.300000000000004	0	0	38.349999999999994	38.4	38.4	0	0	0	0	38.4	38.4	38.5	0	38.5	0	0	38.5	38.5	38.5	38.5	38.5	0	0	38.550000000000004	38.6	38.550000000000004	38.65	38.700000000000003	0	0	38.700000000000003	38.700000000000003	38.700000000000003	38.9	39	0	0	0	38.9	38.800000000000004	38.5	38.5	0	0	38.5	38.5	38.550000000000004	38.65	38.65	0	0	38.65	38.65	38.65	38.800000000000004	38.800000000000004	0	0	38.800000000000004	38.9	38.949999999999996	38.849999999999994	38.849999999999994	0	0	38.9	38.949999999999996	38.949999999999996	39	39.1	0	0	39.200000000000003	39.200000000000003	39.200000000000003	39.200000000000003	39.300000000000004	0	0	39.300000000000004	39.5	39.550000000000004	39.700000000000003	39.700000000000003	0	0	39.75	39.700000000000003	39.75	39.75	39.75	0	0	39.75	39.849999999999994	39.9	39.9	39.849999999999994	0	0	39.849999999999994	39.9	39.9	39.9	0	0	0	0	39.9	39.9	39.9	39.9	0	0	39.9	39.949999999999996	39.9	39.900000000000006	39.900000000000006	0	0	40	40	39.900000000000006	39.900000000000006	39.900000000000006	0	0	39.900000000000006	40	40	40	40	0	0	40	40	40	40	40	0	0	40	40	40	40	40	0	0	39.75	39.800000000000004	39.800000000000004	39.800000000000004	39.800000000000004	0	0	39.800000000000004	39.800000000000004	39.800000000000004	39.800000000000004	39.800000000000004	0	0	39.800000000000004	39.800000000000004	39.800000000000004	39.800000000000004	39.800000000000004	0	0	0	39.800000000000004	39.800000000000004	39.849999999999994	39.849999999999994	0	0	39.849999999999994	39.849999999999994	39.849999999999994	39.849999999999994	39.849999999999994	0	0	39.849999999999994	39.800000000000004	39.800000000000004	39.800000000000004	39.900000000000006	0	0	39.849999999999994	39.800000000000004	39.800000000000004	39.800000000000004	39.800000000000004	0	0	39.800000000000004	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	0	0	39.949999999999996	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	0	0	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	0	0	39.900000000000006	39.849999999999994	39.900000000000006	39.900000000000006	39.900000000000006	0	0	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	0	0	39.900000000000006	39.900000000000006	39.849999999999994	39.849999999999994	39.849999999999994	0	0	39.849999999999994	39.849999999999994	39.849999999999994	39.849999999999994	39.849999999999994	0	0	39.849999999999994	39.849999999999994	39.849999999999994	39.849999999999994	39.849999999999994	0	0	39.849999999999994	39.849999999999994	39.849999999999994	39.849999999999994	39.849999999999994	0	0	39.849999999999994	39.849999999999994	39.849999999999994	39.849999999999994	39.849999999999994	0	0	39.849999999999994	39.849999999999994	39.849999999999994	39.849999999999994	39.849999999999994	0	0	39.849999999999994	39.849999999999994	39.849999999999994	39.949999999999996	39.949999999999996	0	0	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	0	0	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	0	0	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	0	0	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	0	0	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	0	0	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	0	0	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	0	0	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	0	0	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	0	0	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	0	0	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	39.900000000000006	0	0	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	0	0	39.949999999999996	39.900000000000006	39.900000000000006	39.900000000000006	0	0	0	0	39.900000000000006	39.900000000000006	39.900000000000006	0	0	0	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	0	0	39.949999999999996	39.949999999999996	39.900000000000006	39.900000000000006	39.900000000000006	0	0	39.949999999999996	39.949999999999996	39.949999999999996	39.900000000000006	39.900000000000006	0	0	39.900000000000006	0	39.949999999999996	39.949999999999996	39.949999999999996	0	0	39.900000000000006	40	40	40	40	0	0	40	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	0	0	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	0	0	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	0	0	39.900000000000006	39.900000000000006	0	39.900000000000006	39.900000000000006	0	0	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	0	0	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	0	0	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	0	0	0	0	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	0	0	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	0	0	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	0	0	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	0	0	0	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	0	0	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	0	0	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	0	0	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	0	0	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	0	0	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	0	0	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	0	0	0	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	0	0	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	39.900000000000006	0	0	39.900000000000006	39.900000000000006	39.900000000000006	40	39.949999999999996	0	0	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	0	0	39.900000000000006	39.900000000000006	39.900000000000006	39.949999999999996	39.949999999999996	0	0	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	0	0	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	0	0	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	0	0	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	0	0	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	0	0	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	0	0	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	39.949999999999996	
STC spot price ($/certificate)


Standard retail contract 	76%
88%
15%
27%
51%

ACT	Tasmania	South Australia	New South Wales	Queensland	132852	239446	125981	909913	1074175	Standard retail contract (% Market share)	ACT	Tasmania	South Australia	New South Wales	Queensland	0.76000000000000034	0.88	0.15000000000000008	0.27	0.51	Market retail contract 	24%
12%
85%
73%
49%

ACT	Tasmania	South Australia	New South Wales	Queensland	43022	32626	719601	2440727	1016518	
Number of customers and percentage contract type 



Other retailers	
ACT	New South Wales	Queensland	Tasmania	South Australia	7.2347248598428393E-2	0.10745618747463206	0.13751229855363808	0.244321662476259	AGL	
ACT	New South Wales	Queensland	Tasmania	South Australia	0.22972208294534799	0.17477123614036116	0.45663105411420785	EnergyAustralia	
ACT	New South Wales	Queensland	Tasmania	South Australia	0.30311671800014317	0.100092007634978	Origin Energy	
ACT	New South Wales	Queensland	Tasmania	South Australia	0.35970501157987717	0.35762400314154225	0.19895527577455491	Ergon Energy	
ACT	New South Wales	Queensland	Tasmania	South Australia	0.33009246216446042	Aurora Energy	
ACT	New South Wales	Queensland	Tasmania	South Australia	0.99958834426181264	ActewAGL	
ACT	New South Wales	Queensland	Tasmania	South Australia	0.92759999999999998	Total	
ACT	New South Wales	Queensland	Tasmania	South Australia	0	1	1	1	1	
% market share



Total complaints	
ACT	New South Wales	Queensland	Tasmania	South Australia	1.7546652717286209E-2	3.8239560203423811E-2	3.1910471790932503E-2	9.3945720250521898E-3	3.9887320212587299E-2	


Single rate offers
ACT SR	 1,550 	 1,650 	 1,750 	 1,850 	 1,950 	 2,050 	 2,150 	 2,250 	 2,350 	 2,450 	 2,550 	 2,650 	 2,750 	 2,850 	 2,950 	>	3000	11	7	3	1	0	0	0	0	1	0	0	0	0	0	0	0	Sydney SR	 1,550 	 1,650 	 1,750 	 1,850 	 1,950 	 2,050 	 2,150 	 2,250 	 2,350 	 2,450 	 2,550 	 2,650 	 2,750 	 2,850 	 2,950 	>	3000	0	0	1	4	9	11	11	2	12	16	2	2	0	0	1	3	Brisbane SR	 1,550 	 1,650 	 1,750 	 1,850 	 1,950 	 2,050 	 2,150 	 2,250 	 2,350 	 2,450 	 2,550 	 2,650 	 2,750 	 2,850 	 2,950 	>	3000	0	0	0	0	0	0	3	8	15	10	6	1	0	0	0	0	Adelaide SR	 1,550 	 1,650 	 1,750 	 1,850 	 1,950 	 2,050 	 2,150 	 2,250 	 2,350 	 2,450 	 2,550 	 2,650 	 2,750 	 2,850 	 2,950 	>	3000	0	0	0	0	0	0	0	1	0	0	5	6	8	4	6	30	Melbourne SR	 1,550 	 1,650 	 1,750 	 1,850 	 1,950 	 2,050 	 2,150 	 2,250 	 2,350 	 2,450 	 2,550 	 2,650 	 2,750 	 2,850 	 2,950 	>	3000	7	19	27	31	26	19	14	20	20	14	5	9	4	1	0	0	Hobart SR	 1,550 	 1,650 	 1,750 	 1,850 	 1,950 	 2,050 	 2,150 	 2,250 	 2,350 	 2,450 	 2,550 	 2,650 	 2,750 	 2,850 	 2,950 	>	3000	0	0	0	0	0	0	0	0	1	0	0	0	0	0	0	0	ACT TOU	 1,550 	 1,650 	 1,750 	 1,850 	 1,950 	 2,050 	 2,150 	 2,250 	 2,350 	 2,450 	 2,550 	 2,650 	 2,750 	 2,850 	 2,950 	>	3000	3	6	1	0	0	0	0	0	0	0	0	0	0	0	0	0	SydneyTOU	 1,550 	 1,650 	 1,750 	 1,850 	 1,950 	 2,050 	 2,150 	 2,250 	 2,350 	 2,450 	 2,550 	 2,650 	 2,750 	 2,850 	 2,950 	>	3000	0	0	0	2	4	9	13	7	5	19	8	1	1	0	0	3	Brisbane TOU	 1,550 	 1,650 	 1,750 	 1,850 	 1,950 	 2,050 	 2,150 	 2,250 	 2,350 	 2,450 	 2,550 	 2,650 	 2,750 	 2,850 	 2,950 	>	3000	0	0	0	0	0	0	4	9	11	7	5	2	1	0	0	0	Adelaide TOU	 1,550 	 1,650 	 1,750 	 1,850 	 1,950 	 2,050 	 2,150 	 2,250 	 2,350 	 2,450 	 2,550 	 2,650 	 2,750 	 2,850 	 2,950 	>	3000	0	0	0	0	0	0	0	0	0	6	0	2	0	0	0	0	Hobart TOU	 1,550 	 1,650 	 1,750 	 1,850 	 1,950 	 2,050 	 2,150 	 2,250 	 2,350 	 2,450 	 2,550 	 2,650 	 2,750 	 2,850 	 2,950 	>	3000	0	0	1	0	0	0	0	0	0	0	0	0	0	0	0	0	Value of midpoint offer (range = $100)

No. offers in price range



Time of use offers
ACT TOU	<	1300	 1,350 	 1,450 	 1,550 	 1,650 	 1,750 	 1,850 	 1,950 	 2,050 	 2,150 	 2,250 	 2,350 	 2,450 	 2,550 	 2,650 	 2,750 	 2,850 	 2,950 	>	3000	1	1	3	3	6	1	0	0	0	0	0	0	0	0	0	0	0	0	0	SydneyTOU	<	1300	 1,350 	 1,450 	 1,550 	 1,650 	 1,750 	 1,850 	 1,950 	 2,050 	 2,150 	 2,250 	 2,350 	 2,450 	 2,550 	 2,650 	 2,750 	 2,850 	 2,950 	>	3000	0	0	0	0	0	0	2	4	9	13	7	5	19	8	1	1	0	0	3	Brisbane TOU	<	1300	 1,350 	 1,450 	 1,550 	 1,650 	 1,750 	 1,850 	 1,950 	 2,050 	 2,150 	 2,250 	 2,350 	 2,450 	 2,550 	 2,650 	 2,750 	 2,850 	 2,950 	>	3000	0	0	0	0	0	0	0	0	0	4	9	11	7	5	2	1	0	0	0	Adelaide TOU	<	1300	 1,350 	 1,450 	 1,550 	 1,650 	 1,750 	 1,850 	 1,950 	 2,050 	 2,150 	 2,250 	 2,350 	 2,450 	 2,550 	 2,650 	 2,750 	 2,850 	 2,950 	>	3000	0	0	0	0	0	0	0	0	0	0	0	0	6	0	2	0	0	0	0	Hobart TOU	<	1300	 1,350 	 1,450 	 1,550 	 1,650 	 1,750 	 1,850 	 1,950 	 2,050 	 2,150 	 2,250 	 2,350 	 2,450 	 2,550 	 2,650 	 2,750 	 2,850 	 2,950 	>	3000	0	0	0	0	0	1	0	0	0	0	0	0	0	0	0	0	0	0	0	ACT SR	<	1300	 1,350 	 1,450 	 1,550 	 1,650 	 1,750 	 1,850 	 1,950 	 2,050 	 2,150 	 2,250 	 2,350 	 2,450 	 2,550 	 2,650 	 2,750 	 2,850 	 2,950 	>	3000	0	0	0	11	7	3	1	0	0	0	0	1	0	0	0	0	0	0	0	Sydney SR	<	1300	 1,350 	 1,450 	 1,550 	 1,650 	 1,750 	 1,850 	 1,950 	 2,050 	 2,150 	 2,250 	 2,350 	 2,450 	 2,550 	 2,650 	 2,750 	 2,850 	 2,950 	>	3000	0	0	0	0	0	1	4	9	11	11	2	12	16	2	2	0	0	1	3	Brisbane SR	<	1300	 1,350 	 1,450 	 1,550 	 1,650 	 1,750 	 1,850 	 1,950 	 2,050 	 2,150 	 2,250 	 2,350 	 2,450 	 2,550 	 2,650 	 2,750 	 2,850 	 2,950 	>	3000	0	0	0	0	0	0	0	0	0	3	8	15	10	6	1	0	0	0	0	Adelaide SR	<	1300	 1,350 	 1,450 	 1,550 	 1,650 	 1,750 	 1,850 	 1,950 	 2,050 	 2,150 	 2,250 	 2,350 	 2,450 	 2,550 	 2,650 	 2,750 	 2,850 	 2,950 	>	3000	0	0	0	0	0	0	0	0	0	0	1	0	0	5	6	8	4	6	30	Melbourne SR	<	1300	 1,350 	 1,450 	 1,550 	 1,650 	 1,750 	 1,850 	 1,950 	 2,050 	 2,150 	 2,250 	 2,350 	 2,450 	 2,550 	 2,650 	 2,750 	 2,850 	 2,950 	>	3000	0	0	0	7	19	27	31	26	19	14	20	20	14	5	9	4	1	0	0	Hobart SR	<	1300	 1,350 	 1,450 	 1,550 	 1,650 	 1,750 	 1,850 	 1,950 	 2,050 	 2,150 	 2,250 	 2,350 	 2,450 	 2,550 	 2,650 	 2,750 	 2,850 	 2,950 	>	3000	0	0	0	0	0	0	0	0	0	0	0	1	0	0	0	0	0	0	0	Value of midpoint offer (range = $100)

No. offers in price range



Estimated annual bill	Qld (Energex)	NSW (Ausgrid)	NSW (Endeavour Energy)	NSW (Essential Energy)	Vic (Citipower)	Vic (Powercor)	Vic (SP Ausnet)	Vic (Jemena)	Vic (United Energy)	SA (ETSA Utilities)	Tas (Aurora Energy)	ACT (ActewAGL)	2019	1859	1842	2104	1962	2385	2536	2289	2117	2333	1964	1399	
$/year
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