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AgendaAgenda

• Morning (10am to 12pm)
– Transitional issues
– Network costs 

Aft (1 t 3 )• Afternoon (1pm to 3pm)
– Cost of energy 
– Other costs and issues



Electricity in the PressElectricity in the Press



Costs are increasingCosts are increasing
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The Authority and its Review



Old Index approachOld Index approach 

• Single percent increase applied to all tariffs

• Tariffs themselves not reflective of costs• Tariffs themselves not reflective of costs

• Some customers were paying too much

• Others customers were not paying enough

And, as such

• Government amended the Electricity Act• Government amended the Electricity Act 

• Requires development of new ‘cost reflective’ tariffs



Requirements of new approachRequirements of new approach

• Electricity Act requirements
• Cost reflective
• Regard for competition
• Any other matter in Delegation from Minister

• Minister’s Delegation requirements• Minister s Delegation requirements
• Network(N) + Retail(R)

f ff l• Uniform tariff policy
• Consider transitional issues



Purpose of this morningPurpose of this morning

i i f f i• Discuss timeframes for moving to cost‐
reflective tariffs

• Find out which obsolete tariffs should be 
retained in the interim

• Encourage submissions to our review outlining
• Costs incurred to suit obsolete tariffs• Costs incurred to suit obsolete tariffs
• Costs involved in changing to new cost reflective tariffs
• Costs to retailers of retaining obsolete tariffsCosts to retailers of retaining obsolete tariffs 

• Answer any questions you might have



Issues raised at regional workshopsIssues raised at regional workshops

i f• Time of use 
– no incentive to consume in off‐peak periods

• Demand charges for large customers
– why are they better than time of use?why are they better than time of use?

• Network costs 
h th i i ?– why are they increasing?

• Transition to cost‐reflective tariffs
– How, when, which tariffs?



Network costsNetwork costs
• Small customers• Small customers

– based on Energex network tariffs
– small differential on TOU tariffs

are these tariffs suitable for different customers– are these tariffs suitable for different customers
• residential
• business
• agricultural 

• Large customers
– based on Ergon Energy network tariffs
– demand charges for all tariffs
– no time of use signals
– are these tariffs suitable for different customers

• business
• agricultural• agricultural 
• sugar mills



Retail costsRetail costs

• Operating costs
– is inter‐state benchmarking appropriate?g pp p
– escalated by CPI 

M i• Margin
– is inter‐state benchmarking appropriate?
– are there other factors that the Authority should 
take into account?



Cost of energyCost of energy

• The Authority has engaged ACIL Tasman for 
advice on: 
– wholesale energy costs
green scheme costs– green scheme costs

– market fees and charges
– energy losses



HeadroomHeadroom

• Currently set at 5%
• Appears reasonable on the basis that:Appears reasonable on the basis that: 

– new retailers are entering the market
di i il hi h h i 2011 12– discounts are similar or higher than in 2011‐12

– switching rates steady
– % of customers on market contracts increasing



Cost pass throughCost pass‐through

• Three year delegation
• However, single‐year determinationsHowever, single year determinations
• Still uncertain whether the Electricity Act 

ll f h hallows for pass‐throughs



Transitional issuesTransitional issues

• Which ‘obsolete’ tariffs can be removed? 
– T21, T37, T53, T63, T64T21, T37, T53, T63, T64

• What is an appropriate timetable for reaching 
fl ffcost‐reflective tariffs?

• How do we implement the catch‐up?How do we implement the catch up?

• How do we account for underlying costs?

• Could we re‐open ‘obsolete’ tariffs in the interim?
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