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• Market failure – A market failure in the retail or generation sector could be a driver of higher 
prices for customers. However, there would need to be sufficient evidence of inadequate 
competition either as a result of natural barriers for a new entrant to enter the market, or 
uncompetitive behaviour. As a DNSP, we are not in a position to observe evidence that 
suggests a market failure, however the Committee may wish to examine: 

o the market power of ‘gentailers’ to assess whether this is causing a substantive 
lessening of competition in the market; and 

o the Australian Energy Market Operator (AEMO) investigation of bidding practices by 
generators, as this may provide further insight on whether the existence of potential 
generator market dominance.  

• Complexity in pricing – The complexity in tariff options offered by retailers may provide 
disincentives for customers to explore options that reduce their electricity bill. In turn, this could 
lead to less vigorous competition in the retail market. A key metric that could be examined by 
the Committee is the turnover of customers. Our customer research suggests that energy 
literacy is a key issue faced by customers. We are working with our stakeholders on programs 
that could help with energy literacy.   

• Lack of transparency and muted price signals – Ausgrid notes that there is a lack of 
transparency for customers on the components that make up their electricity bill. This makes 
it difficult for customers to determine the underlying driver for increases in their electricity bills 
(i.e. increasing generation costs, network charges, or retail margins). Similarly, there is no 
obligation for retailers to pass through network price signals, which mutes their effectiveness 
and makes it difficult for customers to understand how changing their usage patterns may 
enable them to reduce the network component of their electricity bill.  

We encourage the Committee to examine the evidence for each of these potential drivers, and develop 
proportionate solutions. In particular, we note that introducing regulation to address an issue that is 
unrelated to market failure, may not provide optimal outcomes. 
 
(b) Comments on the impact of the deregulation of electricity prices in 2014 

 
As a monopoly distributor, we are subject to price regulation by the AER. Every 5 years the AER makes 
a determination on the amount of revenue that can be recovered from customers for the provision of 
electricity supply services. This amount is recovered via network tariffs charged to retailers, who in turn 
recover these charges from customers as part of the network component of a customer’s electricity bill. 
The AER also provides further pricing oversight, by annually approving the level of network tariffs that 
can be charged to retailers. 

In contrast, the retail and generation markets are not subject to a price cap. We consider the underlying 
principle of deregulation for these markets is sound from an economic perspective. In theory, there is 
sufficient competition in these markets to drive the lowest price for customers, without regulatory 
intervention. 

As we do not operate in retail or wholesale markets we are not aware of any evidence to suggest that 
prices would have been lower under regulation. As noted above, the Committee would need to consider 
evidence of whether there is a substantive market failure that is driving higher prices, or other reasons 
such as price signals on generation availability in the future.  
 
(c) Comments on alleged collusion and price gouging by energy retailers 
 
As a DNSP, Ausgrid does not have any information or insights on the veracity of these allegations.  
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(f) Comments on the adequacy of planning to meet future electricity demand, including utilising 
high efficiency, low emissions coal technology as well as the use of nuclear, gas, solar and 
wind energies, and energy storage through batteries, pumped hydro and hydrogen, and 
improved transmission between regions  

 
We do not have sufficient knowledge of all planning instruments in the regulatory framework to comment 
on the overall adequacy of planning to meet future electricity demand. We note that the Finkel Review 
undertook comprehensive analysis on these issues, and recommend that the Committee consider the 
key findings from this review as part of its investigation.  
 
From a network perspective, we consider the existing suite of planning requirements provide a good 
framework that promotes efficient network decisions.  
 
There are already a number of mechanisms under the regulatory framework that require us to publish 
information on the future network. These include but are not limited to: 

• The Distribution Annual Planning Report - which requires network firms to publish network 
information on demand and capacity, replacement planning, future limitations on our network 
and possible solutions.   

• The Regulatory Investment Test for Distribution - which requires network firms to publish 
information and seek feedback from stakeholders on material planned projects. This includes 
setting out credible options including demand management, and net present value analysis.  

In addition, the AER’s price determination provides a further level of oversight. The AER examines the 
veracity of maximum demand forecasts, and evaluates the prudency and efficiency of expenditure 
programs. 
 
Together with other partners in the Energy Network Association (ENA), Ausgrid has been considering 
its response to the transition to a future network characterised by high penetration of household and 
embedded generation. Based on the ENA Transformation Roadmap, our upcoming 2019-24 regulatory 
proposal contains initiatives designed to facilitate the integration of distributed energy resources (DER) 
into the future network. DER is likely to be an important tool for both networks and retailers in 
areas/times of peak congestion and high demand. Ausgrid is committed to working customers and other 
industry partners to utilise DER as far as possible in our network. 
 
(g) Comments on the adequacy of programs to assist low income earners, pensioners and 

senior card holders to afford electricity as well as the impact of additional fees, such as late 
payment fees, included in energy bills  
 

People on low incomes including pensioners and senior card holders are likely to be disproportionately 
impacted by rising energy prices. This is because electricity bills represent a relatively high proportion 
of disposable income for these customers.  
 
We encourage the Committee to examine the effectiveness of existing customer hardship schemes to 
determine whether they are appropriately targeted at delivering assistance to those who need it most. 
While there are a number of different hardship schemes available, these may not be performing 
effectively due to a lack of sufficient harmonisation, awareness or ease of access. 
 
Our customer research has identified that energy literacy is a key challenge for customers. Specifically, 
our research has found that most customers do not understand the energy market structure, nor how 
their choice of electricity tariff and usage patterns may impact the size of their electricity bill. While 
Ausgrid has been partnering with our stakeholders to improve energy literacy, we suggest that this 
could be further strengthened by requiring retailers to provide a transparent breakdown of the different 
components (generation, network and retail) that make up a customers’ final bill. This would provide 
customers with a better understanding of what might be driving any changes in their bill, as well as the 
levers available to positively impact on their bill. 
 
In addition, Ausgrid is also considering introducing a safeguard tariff, as part of our upcoming regulatory 
proposal. This tariff would be aimed at supporting low income earners that could otherwise be 
disproportionately impacted by our tariffs.  




