Queensland Electricity Users Network

Ph: 0740 312 865
Email: admin@qeun.com.au

1 May 2021
Mr Charles Millsteed
Chief Executive Officer
Queensland Competition Authority
Via QCA website and via email: charles.millsteed@qca.org.au
Dear Mr Millsteed
RE: Submission – QCA’s Draft 2021-22 regulated retail electricity prices for regional Queensland
The Queensland Electricity Users Network (QEUN) is a consumer advocate representing small business and
residential consumers with a particular emphasis on regional consumers. We advocate for affordable and
reliable electricity from a resilient national electricity system where the pace of the transition to a renewable
energy future is not at the expense of the economy, jobs or reasonable living standards.
The QEUN appreciates the opportunity to provide the Queensland Competition Authority (QCA) with
recommendations that if accepted by the QCA and adopted by the Queensland Government in 2021-22:
•
•

will lower electricity bills to over 720,000 business and residential customers in regional Queensland
captive to the Queensland Government owned Ergon Retail and
be a key driver for a strong economic recovery from COVID19 in regional Queensland.

Prior to COVID19 business and residential customers in regional Queensland were already struggling to pay
their electricity bills. The QCA’s Draft 2021-22 regulated retail prices will only increase the struggle for many
Ergon Retail customers, particularly those who continue to be impacted by the ongoing closure of the
international border and snap intermittent interstate and intrastate border closures.
The following recommendations will lower Ergon Retail prices, provide workable Ergon Retail tariffs, and
enable electricity to act as a catalyst to drive a strong economic recovery in regional Queensland.
Recommendations
1. Permanently remove the Jurisdictional Scheme Charge from Ergon Retail regulated tariffs
2. Maintain Ergon Retail obsolete tariffs due to expire on 30 June 2021
3. Cap the wholesale electricity price at $60/MWh for Ergon Retail regulated tariffs and engage two
consultants (or a different consultant to the Australian Energy Regulator’s Default Market Offer) to
estimate the total energy cost to be included in Ergon Retail regulated tariffs
4. Permanently remove the nonsensical 5% ‘standing offer adjustment’ and ‘headroom’ charge from
all of Ergon Retail’s business and residential regulated retail tariffs
5. Quantify the so called ‘benefits’ of Ergon Retail’s standing offers compared to market contracts
6. Make the Uniform Tariff Policy arrangements transparent by;
• Reporting on how the Uniform Tariff Policy/Community Service Obligation is defined
and calculated and
• Disclosing annually the distribution of the Community Service Obligation by
customer category, region and industry sector & subsector
7. Extend the removal of the Non-Reversion Policy to include customers up to 160 MWh per year
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Statistical proof Ergon Retail prices and tariffs are not affordable
Residential customers
Any business, including an electricity retail business like Ergon Retail, needs to be cognisant of customer
numbers.
Any change in customer numbers and consumption per customer needs to be analysed, especially when the
service provided is essential to jobs, the economy and reasonable living standards.
The quarterly retail performance statistics published by the Australian Energy Regulator paints a picture of
two economies in Queensland: Southeast Queensland and regional Queensland.
Ergon Retail commands a near monopoly of residential and business customers in regional Queensland. The
number of customers and the age & size of customer debt being carried by Ergon Retail is therefore a strong
indicator of the level of economic activity and jobs in regional Queensland.
Over the past five years the number of residential customers in Queensland increased by 8%, however Ergon
Retail in regional Queensland experienced an increase of 5% in residential customers. Of the 161,371 new
residential customers in Queensland less than 20% are in regional Queensland (Table 1). This indicates strong
construction of new houses and apartments in Southeast Queensland but not in regional Queensland. The
construction industry is the fourth largest employer in Australia, a weak construction industry indicates a
struggling job market and a weak economy.
Amid the COVID19 pandemic from Quarter 1 to Quarter 2 2020-21, the number of residential customers in
Queensland increased by 6,567, however Ergon Retail attracted 168 new residential customers in regional
Queensland (Table 2).

Table 1: Residential customer numbers 2015-16 to 2019-20

Source: Quarterly retail performance statistics, Australian Energy Regulator

Table 2: Residential customer numbers Quarter 1 and Quarter 2, 2020-21

Source: Quarterly retail performance statistics, Australian Energy Regulator
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There are 54 electricity retailers operating in the National Electricity Market with 40 electricity retailers active
in the Queensland residential market.
Ergon Retail is not active in the retail market in Southeast Queensland.
Despite its absence in Southeast Queensland, Ergon Retail at 30.5% dominates the residential retail market
in Queensland (Table 3).

Table 3: Share of residential electricity market in Queensland

Source: Quarterly retail performance statistics, Australian Energy Regulator
Ergon Retail commands a near monopoly of the electricity market in regional Queensland. Its abuse of market
power is affecting the job prospects and the reasonable living standards of the people working and living in
regional Queensland.
Out of 54 retailers operating in the National Electricity Market (excluding Victoria), Ergon Retail has the
highest percentage of residential customers using Centrepay to pay their power bills. A total of 4.72% of
Ergon Retail residential customers or 29,769 customers pay their home power bill using Centrepay.
Out of 54 retailers operating in the National Electricity Market (excluding Victoria), Ergon Retail has the fourth
highest number of residential customers on a payment plan. Customers enter a payment plan with their
electricity retailer to pay off an existing electricity debt, this enables them to keep the electricity connected
to their home.
In December Quarter 2019-20, the quarter immediately before the COVID19 pandemic was declared, Ergon
Retail out of 54 retailers had the second highest number of residential customers disconnected for nonpayment ie 2,711 customers or 21% of the total residential disconnections in the National Electricity Market
excluding Victoria.
In December Quarter 2019-20, the quarter immediately before the COVID19 pandemic was declared, Ergon
Retail referred 5,605 residential customers to an external credit collection agency for debt recovery. Ergon
Retail had the fourth highest number of credit collection referrals out of the 54 retailers. A total of 1,997
residential customers or 36% of the credit collection referrals were for a debt of less than $500.
Queensland Government legislation does not allow residential customers to be disconnected for debts of
less than $300.
Since the Australian Energy Regulator published its Statement of Expectations in March 2020, Ergon Retail
unlike some other retailers, has not disconnected a residential customer or referred a residential customer
to an external credit collection agency for debt recovery.
The AER’s Statement of Expectations (SoE) is due to expire on 30 June 2021. The AER has indicated there will
not be another SoE. This means that from 1st July 2021 all electricity retailers, including Ergon Retail, can
choose to disconnect residential customers or refer residential customers to credit collection agencies for
non-payment without reprisal from the Australian Energy Regulator.
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Small business customers
The number of small business customers in Queensland fell by 3% over the last five years with Ergon Retail
experiencing a fall of 5% in regional Queensland (Table 4). The long-term downward trend is alarming as
small business is the engine room of the economy and the largest employer.
Amid the COVID19 pandemic from Quarter 1 to Quarter 2 2020-21, the long-term downward trend was
reversed. Queensland experienced an increase of 0.48% whilst Ergon Retail experienced a 0.2% increase in
small business customer numbers (Table 5).
The reversal of the downward trend although welcome is somewhat perplexing.
We can understand some small business customers in regional Queensland may have transferred back to
Ergon Retail perceiving their electricity supply would be more secure since Ergon Retail is wholly owned by
the Queensland Government.
AER retail statistics confirm Ergon Retail has complied with the AER’s Statement of Expectations (SoE). Unlike
other some other retailers Ergon Retail has not disconnected small business customers or referred small
business customers to credit collection agencies for non-payment since the AER’s Statement of Expectations
was published in March 2020.
Whilst perceived security may explain the recent increase in Ergon Retail small business customers, it does
not explain the increase in the overall number of small business customers in Queensland during the COVID19
pandemic.
The AER’s Statement of Expectations (SoE) is due to expire on 30 June 2021. The AER has indicated they will
not release another SoE. This means that from 1st July 2021 all electricity retailers, including Ergon Retail, can
choose to disconnect small business customers or refer small business customers to credit collection agencies
for non-payment without reprisal from the Australian Energy Regulator.

Table 4: Small business customer numbers 2015-16 to 2019-20

Source: Quarterly retail performance statistics, Australian Energy Regulator

Table 5: Small business customer numbers Quarter 1 and Quarter 2, 2020-21

Source: Quarterly retail performance statistics, Australian Energy Regulator
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It is important the Queensland Government and QCA analyse whether the increase in small business
customers during the COVID19 pandemic is correct and if the trend reversal is sustainable.
Small business is the largest employer in Australia and accounted for almost $418 billion of value added in
2018-19, which represents over 32% of Australia’s total Gross Domestic Product (Table 6 and 7).

Table 6: Employment in Australia by business size

Source: Small Business Counts, Australian Small Business and Family Enterprise Ombudsman, December 2020

Table 7: Contribution to Gross Domestic Product of Australia by business size

Source: Small Business Counts, Australian Small Business and Family Enterprise Ombudsman, December 2020

If the recent increase in small business customer numbers is an aberration and the long-term downward
trend returns, this does not auger well for regional jobs or the economy of regional Queensland.
The QEUN’s April 2021 survey of businesses in the Cairns region found 37% of businesses had a large to very
large concern about their ability to pay their electricity bills once JobKeeper ended on 28 March 2021. A total
of 25% had a medium concern (Figure 1).
Furthermore 68% of businesses believed the end of JobKeeper would have a large to very large adverse
impact on the economy of the Cairns region (Figure 2).
A total of 68% of survey respondents did not have staff on JobKeeper in March 2020.
A total of 52% of survey respondents employed 1 to 4 staff and 35% of respondents 5 to 19 staff.
This means the QEUN’s survey primarily reflected the opinions of small businesses in the Cairns region. Small
business indicated a large to very large adverse impact on the economy of Cairns due to the end of JobKeeper.
Consequently, it is not surprising small businesses would indicate a large to very large concern about their
ability to pay their electricity bills.
Critically, 93% of survey respondents were Ergon Retail customers.
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Figure 1:

Source:
Survey - End of JobKeeper and impact on business power bills & Cairns regional economy, Queensland Electricity
Users Network, April 2021

Figure 2:

Source:
Survey - End of JobKeeper and impact on business power bills & Cairns regional economy, Queensland Electricity
Users Network, April 2021
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The Cairns region is recognised as one of the regions hardest hit by the COVID19 pandemic. However, its
ongoing job and economic woes are shared by many other towns and communities in regional Queensland.
Various government support measures have been introduced to support businesses, including the tourism
industry which continues to be adversely impacted by the closure of the international border and the snap
interstate and intrastate border closures.
Whilst all government assistance is welcome the assistance needs to be put in context. Cairns Holiday Dollars
is a Queensland Government program designed to partially offset the loss of the international tourism
market. Cairns Holiday Dollars is a $3 million program. Prior to COVID19 the international tourism market in
Cairns was valued at $1 billion a year or $3 million ‘a day’.
The Holiday Dollars program has now been extended by the Queensland Government to include Brisbane
($3 million), Whitsundays ($1.2 million) and a similar program is being developed for the Gold Coast.
The Federal Government’s $1.2 billion tourism support package of 800,000 half-price airfares to 18
destinations for travel between April and September 2021 includes regional Queensland (Cairns, Townsville,
Mackay, Whitsundays) and Southeast Queensland (Gold Coast and Sunshine Coast).
An individual tourism business cannot count on receiving income from tourists arriving on subsidised airfares
or spending subsidised tourism attraction vouchers at their business. However, they can count on their power
bill arriving from Ergon Retail. Failure to pay an Ergon Retail power bill or enter an acceptable payment plan
could result in the tourism business being disconnected. Almost no business can operate without electricity.
Under the Australian Constitution the Queensland Government is responsible for setting the electricity prices
and tariffs charged by Ergon Retail.
The Queensland Government therefore has the power to significantly reduce Ergon power bills, providing an
economic catalyst for jobs and economic growth in regional Queensland.
As per the QEUN’s April 2021 survey of businesses in the Cairns region, over 60% of businesses have at least
a medium concern about their ability to pay their power bills.
Businesses in the Cairns region are not alone.

Large business customers
In Queensland, a customer is classified as a large business customer if the annual consumption exceeds 100
MWh (or 100,000 kWh).
Queensland and Ergon Retail both lost around 5% of their large business customers in the past two financial
years (Table 8).
Whilst Queensland lost 78 large business customers between Quarter 1 and Quarter 2 2020-21, Ergon Retail
lost 191 large business customers (Table 9).
Some regional communities are highly dependent on a single agricultural commodity and a single agricultural
processing facility. The loss of an agricultural processing facility has a much greater economic and social cost
than Ergon Retail losing a single large business customer.
Ergon Retail power bills may not be the single cause for the closure of a large business, but it could well be
the straw that broke the camel’s back.
7|Page

Queensland Electricity Users Network

Ph: 0740 312 865
Email: admin@qeun.com.au

Table 8: Large business customer numbers 2015-16 to 2019-20

Source: Quarterly retail performance statistics, Australian Energy Regulator

Table 9: Large business customer numbers Quarter 1 and Quarter 2, 2020-21

Source: Quarterly retail performance statistics, Australian Energy Regulator
It is likely some large business customers in regional Queensland have transferred to another electricity
retailer. However, it is also likely some have gone off grid due to exorbitant and unaffordable Ergon Retail
power bills.
Agriculture is one business sector tired of battling unworkable tariffs charged by Ergon Retail.
Farmers are voting with their feet choosing to go off grid by installing diesel pumps and standalone power
systems. Once a farmer has invested in a diesel pump or standalone power system the farmer has little
incentive to return (if ever) to Ergon Retail or to grid/network supplied electricity. Large agricultural
processing businesses are also seriously investigating going off grid or significantly reducing their
consumption of grid supplied electricity due to ‘unworkable’ tariffs.

Lower demand for grid electricity = higher network charges = higher Ergon power bills
A temporary or permanent reduction in customer demand for grid supplied electricity will increase Ergon
Retail power bills and reduce the dividends received by the Queensland Government from Ergon Retail and
its wholly owned transmission network (Powerlink) and distribution network (Ergon Network)
Powerlink, together with Ergon Retail and Ergon Network, have injected billions of dollars of revenue into
the Queensland Budget. Now the cash cows are becoming liabilities as more demand is driven off the
network/grid due to the exorbitant prices charged by Ergon Retail and set/sanctioned by the Queensland
Government.
Less customers for network/grid supplied electricity and less electricity consumption per customer will result
in less customers paying for the operation and maintenance costs of the $19 billion transmission and
distribution network that supplies regional Queensland. This means higher ‘network’ costs for business and
residential customers who remain connected to the grid/network.
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According to the QCA the network component of an Ergon power bill is 43% for a residential customer and
42% for a small business customer (Figure 3). No estimate is provided for large business customers.

Figure 3: Components of a typical Ergon Retail power bill in 2021-22

Source:
Information booklet- Regulated retail electricity prices for 2021-22 (applies to customers in regional
Queensland) – Draft determination, Queensland Competition Authority, March 2021
A reduction in business customers and business consumption is just one reason for the falling demand for
grid/network supplied electricity.
Powerlink has already acknowledged the overall downward trend; the exception being the rising demand at
peak demand times.
Powerlink is forecasting an annual decrease of 0.7% in ‘transmission delivered’ over the next 10 years from
47,860 GWh in 2019-20 to 44,413 GWh in 2029-30 (Table 10 and 11).
Under the Australian Energy Market Operator’s Slow Change Scenario, the shutdown of a large industrial
load and a sluggish Queensland economy could see the demand for Powerlink’s transmission fall by 26% to
35,373 GWh in 2029-30 (Table 10 and 11).
According to Powerlink’s Transmission Annual Planning Report 2020 “the reduction is due to anticipated
increases in the capacity of distribution connected renewable generation and rooftop PV.”
During periods of peak demand (typically 4.00 pm to 8.00 pm weekdays during summer when solar output
reduces then stops after sunset) the electricity delivered by Powerlink’s transmission network is forecast to
increase at an average rate of 0.7% per annum over the next 10 years from 8,710 GWh in 2019-20 to 9,236
GWh in 2029-30 (Table 12 and 13).
This demonstrates that although Queensland has around 770,000 rooftop solar systems (Table 14),
Queensland is heavily reliant on large-scale generators connected to the network to maintain a reliable and
affordable supply of electricity to workplaces and homes post sunset.
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Table 10: Historical electricity delivered by Powerlink (GWh)

Source: Powerlink Transmission Annual Planning Report 2020

Table 11: Forecast electricity delivered by Powerlink (GWh)

Source: Powerlink Transmission Annual Planning Report 2020
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Table 12: Historical summer maximum electricity demand delivered by Powerlink (GWh)

Source: Powerlink Transmission Annual Planning Report 2020

Table 13: Forecast summer maximum electricity demand delivered by Powerlink (GWh)

Source: Powerlink Transmission Annual Planning Report 2020
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Table 14: Small-scale (rooftop) solar installations by jurisdiction and by year

Source: Renewable Energy Target, Postcode data for small-scale installations, Clean Energy Regulator website

Transparency needed on renewable energy costs included in Ergon Retail power bills
The massive growth in rooftop solar in Queensland has been primarily driven by the Queensland
Government’s Solar Bonus Scheme (SBS). The SBS will pay eligible households a Solar Feed-In Tariff of 44
cent/kWh (equivalent to $440/MWh) until 2028. The ability for households to sign up to the Solar Bonus
Scheme ended in 2013.
ASX wholesale electricity futures prices are currently trading at around $40/MWh ie about a tenth of the SBS
price being charged by the Queensland Government to Ergon Retail customers (Table 15).
The cost of the SBS has been recovered from every Queensland power bill (including every Ergon Retail power
bill) since 2008 except for the period 2017-18 to 2019-20 when the cost of the SBS was paid by the
Queensland Government. The SBS cost to the Queensland Budget over the 3-year period was $770 million.
In 2020-21 the cost of the SBS was once again imposed on Ergon Retail power bills increasing the cost of an
annual power bill by 3.5%.
The QCA and the Queensland Government have not been transparent in the QCA’s 2021-22 Draft
Determination and have not included details of the SBS cost to be included in Ergon Retail tariffs in 2021-22.
The SBS cost included in Ergon Retail tariffs needs to be disclosed in QCA’s 2021-22 Final Determination.
The cost of the SBS is paid by all businesses and all households whether or not they have rooftop solar.
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Table 15: Wholesale electricity prices on the ASX Futures Market ($/MWh)

Source: Australian Securities Exchange (ASX) Electricity Weekly Market Report, 16 April 2021

The Queensland Government’s 700 MW Callide B coal-fired power station is scheduled to close in 2028.
In 2028 over 368,000 rooftop solar systems or nearly half the rooftop solar systems in Queensland will be 15
years old (Table 14).
Solar systems generally have a life span of 20 years but this is dependent on the quality of the solar system
and the maintenance program.
Most of the 15-year-old solar systems in 2028 would have been purchased and installed with a significant
subsidy from the Federal Government.
Most would have also received the Queensland Government’s lucrative SBS Feed-In Tariff of 44 cents/kWh
(or $440/MWh) which also ends in 2028.
The 2020-21 Solar Feed-In tariff paid by Ergon Retail to customers with non-SBS solar systems is 7.861
cents/kWh (or $78.61/MWh). Whilst this is 20% of the SBS cost of $440/MWh, it is almost double the cost of
electricity supplied by large-scale renewable and fossil fuelled generators connected to the grid/network.
The higher wholesale electricity price from SBS and non-SBS rooftop solar is included in all Ergon Retail power
bills.
Question: who will pay to replace (or remove) nearly 770,000 rooftop solar systems in Queensland when
they reach the end of their life?
Neither the Federal nor Queensland Governments have indicated a subsidy to replace aging solar systems,
nor have they indicated a generous Solar Feed-In Tariff to encourage households to invest in the replacement
of aging or poorly performing solar systems. Replacing hundreds of thousands of rooftop solar systems is not
an overnight exercise, neither is finding thousands of dollars in household budgets to pay for a replacement
solar system.
In the absence of investment in new grid connected large-scale generators capable of generating electricity
24/7 all year round, it appears that post 2028 the reliability and affordability of electricity in Queensland
could be highly dependent on households, without subsidies, finding the money to replace their solar systems
plus additional money to invest in batteries.
Due to the continuing trend of lower wholesale electricity prices in the National Electricity Market, there is
little appetite from the private sector to invest in new grid connected large-scale generators without a longterm Power Purchase Agreement (PPA).
Since September 2019 Queensland and South Australia have regularly experienced negative wholesale
electricity prices ie as low as the floor price of negative $1,000/MWh. This continuing trend of negative
wholesale prices has scared away potential private investors who are unable to secure a long term PPA.
13 | P a g e

Queensland Electricity Users Network

Ph: 0740 312 865
Email: admin@qeun.com.au

The Queensland Government has entered numerous PPAs with large-scale wind and solar farms.
However, unlike the ACT Government, the Queensland Government has not provided the public with any
details eg electricity price ($/MWh) or length of the PPA.
The large adverse impact of PPAs on power bills was recently laid bare by Energy Networks Australia (ENA).
ENA is the peak industry body for transmission and distribution networks in Australia.
The ENA media release on 6 April 2021 stated:
ENA General Manager Corporate Affairs Tamatha Smith said the looming bill hikes should serve as
a cautionary tale for other states going it alone on energy policy.
“Renewables have a critical role to play as we decarbonise our electricity system, but governments
have a responsibility to ensure their policies and the contracts they sign to support this do not harm
customers,” she said.
“The cost increases looming in the ACT are without a doubt going to have a major impact on
households and businesses.
“A change in approach is needed that supports the energy transition without undue costs being
borne by customers.” ………...
•

However, when wholesale prices are very low (currently hovering around $35 per
MWh), Evoenergy is legislated to pay the contracted generators and ACT customers
do not receive the benefit of the low wholesale prices.

•

For an average household, the cost of the various ACT 100 per cent renewables
policies is currently $176 per year but is set to rise to $423 per year on 1 July 2021.

To put the ENA comments in perspective, in December 2020 the Australian Energy Market Commission
estimated the average annual 2020-21 household power bill for the Australian Capital Territory at $1,917.
This means the ACT Government’s 100 percent renewables policy will increase the average ACT household
power bill by 13%.
Due to the length of the Power Purchase Agreements with large-scale wind and solar farms the increase in
ACT’s power bills will extend for many years, as per the ACT Government’s media release of 8 September
2020:
This auction delivered significantly lower prices than previous ACT auctions, with an average price
below 50 dollars per megawatt hour, about a third lower than prior auctions. Neoen have been
granted a 10-year feed-in tariff at $44.97 per megawatt hour. GPG have been granted a 14-year
feed-in tariff at $54.48 per megawatt hour.
The energy transition cannot continue in Australia or regional Queensland unless business and residential
customers can afford to use grid supplied electricity. It is therefore imperative that all state governments are
honest and up front about how much their Renewable Energy Targets are currently costing, and will in the
future cost, customers dependent on grid supplied electricity.
The cost needs to be clearly identified and correctly labelled as a component of the cost stack of all residential
and business power bills.
At present the cost of the Solar Bonus Scheme, a Jurisdictional Scheme Charge regulated and set by the
Queensland Government, is not identified, or labelled in QCA’s cost stack for a typical residential or small
business power bill (Figure 3, 4 and 5).
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The cost of the Solar Bonus Scheme which is an ‘energy’ cost is hidden in ‘network’ costs. This is false and
misleading. The cost of the SBS needs to transparent by identifying it as a Jurisdictional Scheme Charge in the
cost stack in QCA’s 2021-22 Final Determination of regulated retail prices for regional Queensland.

Figure 4: Bills for typical residential customers, 2020-21 and 2021-22 (including GST)

Source: 2021-22 Draft Determination regulated retail electricity prices for regional Queensland, Queensland Competition Authority,
March 2021

Figure 5: Bills for typical small business customers, 2020-21 and 2021-22 (including GST)

Source: 2021-22 Draft Determination regulated retail electricity prices for regional Queensland, Queensland Competition Authority,
March 2021
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Customer impact is incorrectly estimated
It is interesting to note that as per Figure 4 the QCA regards a ‘typical’ bill for this year (2020-21) for a
residential customer on Tariff 11 to be $1,372 per year. A typical bill for a residential customer on a
combination of Tariff 11 and off-peak Tariff 31 is estimated at $1,577 per year and a combination of Tariff 11
and off-peak Tariff 33 is $1,543 per year. This equates to between $343 to $394 per quarter.
Many households in regional Queensland find QCA’s typical power bill for a year is the same as their quarterly
or half yearly power bill.
QCA uses the median consumption provided by Ergon Retail to calculate typical residential power bills. The
‘typical’ consumption has been significantly skewed by the inclusion of hundreds of thousands of households
with rooftop solar. For 2021-22 the QCA is using a median consumption on Tariff 11 of 4,210 kWh per year
this compares of 4,061 kWh per year in 2020-21 (Table 16 and 17).
Without understanding the real consumption of households in regional Queensland the Queensland
Government is failing to understand the true impact of power bills on household budgets. People in regional
Queensland are adjusting their essential needs to enable the payment of their Ergon Retail power bill. This is
affecting living standards in regional Queensland, especially areas with high air-conditioning needs during
summer.

Table 16: Median usage data used to determine customer impacts in 2021-22

Source: Appendix G, 2021-22 Draft Determination regulated retail electricity prices for regional Queensland, Queensland
Competition Authority, March 2021

Table 17: Median usage data used to determine customer impacts in 2020-21

Source: Appendix H, 2020-21 Final Determination regulated retail electricity prices for regional Queensland, Queensland
Competition Authority, June 2020
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The Queensland Government has also failed to correctly understand the impact of Ergon Retail power bills
on the viability of businesses in regional Queensland.
Current Ergon Retail prices and tariffs are causing business customers to reduce their consumption from the
grid.
The main small business tariff is Tariff 20. Consumption on Tariff 20 has fallen by 6% to 6,443 kWh per year.
The consumption of a small business on Tariff 20 is now only 984 kWh more than a residential customer on
a combination of Tariff 11 and off-peak Tariff 31.
Consumption by large business customers has also fallen with Tariff 44 falling by 24% to 139,921 kWh per
year and Tariff 45 and Tariff 46 by 4% and 16% respectively (Table 16 and 17).
The more customers reduce their consumption of grid supplied electricity the higher the costs of operating
the grid and the higher the costs borne by customers still dependent on grid supply. This is called the death
spiral. The death spiral will accelerate if Ergon Retail prices and tariffs are not reduced. The QCA’s 2021-22
Draft Determination with its 5% reduction for small business and 8.6% reduction for residential customers
will not stop the death spiral from continuing.
If grid consumption continues to decline, instead of the grid consumption being as per the Australian Energy
Market Operator’s Central Scenario, it could move closer to the low grid consumption forecast in the
Australian Energy Market Operator’s Slow Change Scenario (Figure 6).
This would have major consequences for regional jobs and the economy of regional Queensland.
Customers need to be incentivised to remain on the grid, particularly business customers who represent
about 70% of the demand for grid supplied electricity (Figure 7 and 8).
This will require the Queensland Government to drop Ergon Retail prices for both business and residential
customers by more than 10% in 2021-22.

Figure 6: Uncertainty in National Electricity Market (NEM) operational consumption

Source: 2020 Electricity Statement of Opportunities, Australian Energy Market Operator, August 2020
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Figure 7: NEM electricity consumption, actual & forecast, 2009-10 to 2039-40, Central Scenario

Source: 2020 Electricity Statement of Opportunities, Australian Energy Market Operator, August 2020

Figure 8: Queensland electricity consumption, actual & forecast, 2009-10 to 2039-40, Central Scenario

Source: 2020 Electricity Statement of Opportunities, Australian Energy Market Operator, August 2020
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Business confidence is low
A durable recovery from COVID19 requires business confidence.
Business confidence is not easily measured.
One of the best indicators of business confidence is business investment.
According to the Reserve Bank of Australia business investment in April 2021 continued its steep decline,
with the mining industry being the only industry sector to show an upward trend (Figure 9 and 10).

Figure 9: Business investment* - share of nominal Gross Domestic Product

Source: The Australian Economy & Financial Markets Chart Pack, Reserve Bank of Australia, April 2021

Figure 10: Industry share of business investment*

Source: The Australian Economy & Financial Markets Chart Pack, Reserve Bank of Australia, April 2021
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The Commonwealth Bank’s April 2021 State of the States Performance Report shows Queensland has the
lowest equipment investment in Australia (Figure 11).
The poor level of equipment investment demonstrates many businesses in Queensland have low confidence
in their future.

Figure 11:
Investment in new plant & equipment, percent change December quarter 2020-21 on
decade average

Source: State of the States – State & Territory Economic Performance Report, CommSec, April 2021
One way to restore business confidence, grow regional jobs and grow the economy of regional Queensland
(and consequently maintain and potentially increase the demand for grid supplied electricity) is to ensure
business and residential customers can afford to pay their Ergon Retail power bills.
Power bill stress was growing in regional Queensland prior to the COVID19 pandemic.
The true extent of the current power bill stress is to some degree being masked by the AER’s Statement of
Expectations. The AER’s SoE has acted as a ‘moratorium’ on electricity disconnections and referrals to credit
collection agencies.
Ergon Retail is one retailer who has fully complied with the AER’s SoE, consequently no Ergon Retail
customers have been disconnected or referred to credit collection agencies for non-payment since March
2020. This means the zero disconnection and credit referral statistics reported by Ergon Retail to the AER on
a quarterly basis do not reflect the power bill stress being experienced by Ergon Retail customers.
Some insight is provided by retailers voluntarily reporting weekly to the AER’s COVID19 Retail Market
Dashboard. The main drawback is the AER’s COVID19 dashboard is a national snapshot and not all retailers
are providing weekly data eg out of 54 retailers in the National Electricity Market only 40 retailers are
reporting disconnection data and about 20 retailers are reporting other data such as the age of debts (Figure
12).
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Figure 12: AER COVID19 Retail Market Data Dashboard as at 12 April 2021

Source: COVID19 Retail Market Data Dashboard – 12/4/2021, Australian Energy Regulator website
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Power bill stress will escalate in various industry sectors and various geographic locations once the AER’s
Statement of Expectations expires on 30 June 2021.
It is therefore critical the Queensland Government and the QCA take into consideration the capacity of
various industry sectors, and their geographic location, when setting the prices and tariffs which will appear
on Ergon Retail power bills from 1st July 2021.

Recommendations that will lower Ergon Retail power bills & drive a strong COVID19 recovery
Each year the Queensland Electricity Users Network participates in QCA’s consultation process on regulated
retail prices for regional Queensland.
The once-a-year QCA meeting usually lasts one to two hours.
Each year at the end of the once-a-year meeting QCA states they look forward to receiving submissions.
Each year the Queensland Electricity Users Network provides a submission to the QCA.
To date we are yet to see any evidence that the Queensland Competition Authority or the Queensland
Government has adopted any of the QEUN’s recommendations.
However, there is clear evidence from retail statistics and surveys that Ergon Retail prices and tariffs are
causing considerable power bill stress to a wide range of business and residential customers across regional
Queensland.
Should the Queensland Government and QCA continue to ignore the recommendations of a wide range of
consumer advocates, the impact on regional jobs and the regional Queensland economy will be devastating
and long lasting.

Recommendation 1
Permanently remove the Jurisdictional Scheme Charge from Ergon Retail regulated tariffs

Reason for Recommendation 1
The Jurisdictional Scheme Charge (JSC) is a ‘jurisdictional levy’. It is effectively a state tax set by the
Queensland Government to recover the costs of the Queensland Government’s Solar Bonus Scheme.
The inclusion of the JSC increases every business and residential power bill in regional Queensland and
Southeast Queensland.
We take issue with the statement in the QCA’s Draft 2021-22 Determination which states:
“Network costs comprise the costs of transporting electricity through transmission and distribution
networks, as well as jurisdictional scheme charges, all of which are regulated (and approved) by the
AER.”
The AER do not ‘regulate’ Jurisdictional Scheme Charges for the Queensland Government or any other state
government.
The name says it all, a JSC is a ‘Jurisdictional’ Scheme Charge.
A JSC is a cost pass through set by a state government and passed through to customers.
In 2020-21 the JSC increased a typical Ergon Retail residential power bill by $41.86 or 3.4% (based on a
consumption of 4,061 kWh per year) (Table 18).
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In 2020-21, the JSC increased a typical Ergon Retail small business power bill by $71.85 or 3.5% (based on a
consumption of 6,831 kWh per year) (Table 19).

Table 18: Cost structure of Tariff 11 in 2020-21

Source: Compiled by Queensland Electricity Users Network using QCA 2020-21 Final Determination of
regulated retail electricity prices for regional Queensland

Table 19: Cost structure of Tariff 20 in 2020-21

Source: Compiled by Queensland Electricity Users Network using QCA 2020-21 Final Determination of
regulated retail electricity prices for regional Queensland
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For 2021-22 it is impossible to understand the impact of the JSC on Ergon Retail tariffs as the Queensland
Government has failed to provide the QCA with the relevant fixed and variable charges needed to calculate
the JSC for each Ergon Retail tariff.
Customers of Ergon Retail have the right to know the JSC being charged in their power bills.
In 2020-21 the Queensland Government was up front and honest about the JSC, this allowed the QCA to
specify the JSC in each retail tariff of the QCA’s Draft 2020-21 Determination (Table 20).

Table 20: 2020-21 Draft jurisdictional scheme charges for small customers (GST exclusive)

Source: Appendix D, 2020-21 Draft Determination regulated retail electricity prices for regional Queensland,
Queensland Competition Authority, March 2020
Almost all the JSC is dedicated to covering the cost of the Queensland Government’s Solar Bonus Scheme.
The Queensland Productivity Commission estimated the total cost of the SBS from its commencement in
2008 to its close in 2028 at $4.1 billion, with $2.8 billion to be recovered between 2016-17 and 2027-28. For
the three-year period from 2017-18 to 2019-20 the SBS cost of $770 million was paid for by the Queensland
Government.
Our concern is the Queensland Government’s lack of transparency on the JSC for 2021-22 is a sign the
Queensland Government is considering a proposal to recoup, through Ergon Retail power bills in 2021-22,
some of the $770 million previously paid by the Queensland Government.
This is possible as the speed and manner in which the SBS cost is recovered is at the sole discretion of the
Queensland Government.
To reduce Ergon Retail power bills the JSC must be permanently removed from all Ergon Retail tariffs.

Recommendation 2
Maintain Ergon Retail obsolete tariffs due to expire on 30 June 2021

Reason for Recommendation 2
The Queensland Government and QCA have not previously advised consumer advocates of the number of
business customers on obsolete tariffs.
Consumer advocates falsely believed there were very few businesses and farmers still on obsolete tariffs.
Consumer advocates were shocked to learn that as of November 2020 a total of 21,897 Ergon Retail business
and farming customers remained on obsolete tariffs due to expire on 30 June 2021 (Table 21).
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To put this in context, 24% of Ergon Retail’s 92,101 business customers are on a tariff that will expire in two
months.

Table 21: Number of Ergon Retail business customers on obsolete tariffs as of November 2020

Source: QEUN communication with Energy Queensland
A recent meeting between Energy Queensland and the agricultural industry confirmed the number of
customers on obsolete tariffs remained largely unchanged from November 2020.
Approximately half of the customers on obsolete tariffs are on tariffs that supply irrigated farmers ie Tariff
62, 65 and 66. The other half are largely on Tariff 21.
In 2020-21 the QCA stated that about 50% of business customers on Tariff 21 would experience at least a
50% to 75% increase in their power bill when moved to Tariff 20 (Figure 13).
Figure 13: Change in electricity bills for small business customers on Tariff 21 moving to Tariff 20 in 2020-21

Source: Appendix G, 2020-21 Final Determination regulated retail electricity prices for regional Queensland,
Queensland Competition Authority, June 2020
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The QCA in its Draft 2021-22 Determination did not provide an analysis of the customer impact of businesses
moving from Tariff 21 to Tariff 20.
It is our understanding that business customers who do not actively move off Tariff 21 to another tariff will
be moved by Ergon Retail to Tariff 20 when Tariff 21 expires on 30 June 2021.
We are aware of the adverse impact on many farmers when obsolete irrigation tariffs expire, particularly
farmers classified as large business customers ie over 100 MWh per year. However, consumer advocates
have no idea of what types of businesses could experience a 50% to 75% increase in their power bills when
forced to move from Tariff 21 to Tariff 20 on 1st July 2021.
An April 2021 QEUN survey of over 200 businesses in the Cairns region found that 80% of the survey
respondents did not know if they were on an obsolete tariff (Figure 14). Of greater concern is 83% of those
respondents identifying as being on an obsolete tariff said they had not spoken to Ergon Retail about
alternative tariff options (Figure 15).

Figure 14:

Source: Survey - End of JobKeeper and impact on business power bills & Cairns regional economy, Queensland
Electricity Users Network, April 2021

Figure 15:

Source: Survey - End of JobKeeper and impact on business power bills & Cairns regional economy, Queensland
Electricity Users Network, April 2021
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It is highly recommended Ergon Retail provide a report to the Queensland Government and QCA that:
•
•
•

identifies the types of businesses on Tariff 21
the customer impact of tariff alternatives for all customers on obsolete tariffs
a monthly update of the number of customers on each obsolete tariff

It is further recommended that obsolete retail tariffs due to expire on 30 June 2021 be maintained until such
time as the number of business customers on obsolete tariffs is below 500.

Recommendation 3
Cap the wholesale electricity price at $60/MWh for Ergon Retail regulated retail tariffs and engage
two consultants (or a different consultant to the Australian Energy Regulator’s Default Market Offer)
to estimate the total energy cost to be included in Ergon Retail regulated tariffs

Reason for Recommendation 3
The Queensland Government has increasingly become reliant on revenue received from its wholly owned
generation assets to prop up the Queensland Budget.
The revenue received from its generation assets increased from $284 million in 2015-16 to peak at $1,076
million in 2018-19, a rise of $792 million in 3 years (Table 22).
During this 3-year period, the Queensland average annual wholesale electricity price in the National
Electricity Market (NEM) increased from $74.41/MWh to $80.29/MWh, a rise of $5.88/MWh (Table 23)
During this 3-year period, the wholesale electricity price charged to Ergon Retail customers in regional
Queensland increased from $63.73/MWh to $99.10/MWh, a massive rise of $35.37/MWh (Table 23).
The Queensland Government is the largest supplier of wholesale electricity in Queensland, owning about
two-thirds of the generation capacity. During the 3-year period its two generation companies, CS Energy and
Stanwell Corporation, each held about one-third of the generation capacity in Queensland.
When Ergon Retail customers were being charged $99.10/MWh in 2018-19, CS Energy was reporting to the
Queensland Government an average annual wholesale price of $86.77/MWh (Table 23).
During the 3-year period from 2015-16 to 2018-19, and from 2018-19 onwards, there is surplus generation
capacity in Queensland. The Queensland Government’s excessive profits were largely attained by charging
excessive wholesale electricity prices to regional Queensland customers captive to Ergon Retail.
The Queensland Government is keen to promote Queensland has the cheapest wholesale electricity prices
in the National Electricity Market, this is true for the period 2017-18 to 2019-20 (Table 24).
However, the trend of being the cheapest or second cheapest in the NEM ended in November 2020.
From November last year there has been a change.
Instead of being the cheapest, Queensland has progressed to being the most expensive wholesale electricity
price in 3 out 4 months this year. South Australia experienced a one-day supply problem which spiked the
price for that day to $1,335/MWh. Without this unexpected price spike in South Australia, Queensland would
be the most expensive average monthly wholesale price in the NEM in 4 out of 4 months this year (Table 25).
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Should the 2021 trend continue Queensland is likely to lose its mantle of being the cheapest wholesale
electricity prices in the National Electricity Market

Table 22: Generation revenue received by Queensland Government, actual and projections

Note: 2014-15 and 2016-17 EBIT includes Stanwell coal revenue sharing arrangements
Source: Compiled by QEUN from Queensland Budget Papers

Table 23: Queensland Government generation revenue & Queensland wholesale electricity prices

Source: Compiled by QEUN from Queensland Budget Papers, AEMO Data dashboard, CS Energy Annual Reports
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Table 24: Lowest average annual wholesale electricity prices in National Electricity Market

Source: Compiled by QEUN from Australian Energy Market Operator Data Dashboard

Table 25: Highest average monthly wholesale electricity prices in National Electricity Market

Source: Compiled by QEUN from Australian Energy Market Operator Data Dashboard
Regardless of whether or not Queensland has the cheapest wholesale electricity prices in the National
Electricity Market, the benefit of lower Queensland wholesale electricity prices is not flowing through to
Ergon Retail customers in regional Queensland.
This is because the Queensland Government, despite being aware of the cost of generation (through its
ownership of two thirds of Queensland’s generation capacity; CS Energy, Stanwell Corporation and now
CleanCo), chooses to engage only one consultant to estimate the wholesale electricity price charged to Ergon
Retail customers.
In an era of great uncertainty in the National Electricity Market and sustained power bill stress in regional
Queensland, it would be prudent for the Queensland Government to:
•
•

engage two consultants to estimate the wholesale electricity price and
to consider the two consultant’s reports when setting a wholesale electricity price for Ergon Retail
customers; a wholesale electricity price which would relieve power bill stress and allow Queensland
Government owned generators to maintain a safe and viable operation
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The influence of the Federal Government on prices charged by Ergon Retail
It is somewhat ironic that the Federal Government can inadvertently determine, or at least largely influence,
the wholesale and retail electricity prices charged by a Queensland Government owned company such as
Ergon Retail.
The influence is due to the relationship between the QCA’s determination of regulated retail prices for
regional Queensland and the Australian Energy Regulator’s Default Market Offer (DMO).
The DMO was introduced by the Federal Government in 2019-20 to protect ‘disengaged’ residential and
business customers in the de-regulated retail markets of NSW, South Australia and Southeast Queensland.
Currently the DMO protects over 200,000 residential and business customers in Southeast Queensland.
The role of the DMO is to:
•
•

act as a cap on the retail prices levied on disengaged consumers
be used to set a reference bill amount which all discounts must be calculated from

The DMO is set on an annual basis by the Australian Energy Regulator and must be published by 30 April.
The regulated retail electricity prices for regional Queensland are usually set by the Queensland Competition
Authority after receiving a Ministerial Delegation from the Queensland Government. Regulated retail prices
are usually set at the end of May but must be as per the timeline stipulated in the Ministerial Delegation. In
2021-22 QCA must publish the final regulated retail prices no later than 11 June 2021.
There is one critical difference between the AER’s DMO and QCA’s regulated retail prices for regional
Queensland.
DMO customers in Southeast Queensland are not ‘captive’ to the near monopoly of Ergon Retail.
DMO customers can choose to ‘engage’ in the de-regulated retail market and accept a retail offer from one
of the 40 retailers operating in Southeast Queensland.
Ergon Retail customers can choose another retailer, but the other retailers do not receive the Community
Service Obligation (CSO) paid by the Queensland Government.
The only retailer to receive the CSO payment is the Queensland Government owned Ergon Retail.
The CSO payment ranges from $462 million to $603 million (Table 26).

Table 26: Community Service Obligation payments by Queensland Government to Ergon Retail

Source: Compiled by QEUN from Queensland Budget Papers
The Uniform Tariff Policy, and the associated CSO payment, is supposed to ensure that wherever possible,
customers of the same class should pay no more for their electricity, regardless of their geographic location
in Queensland.
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The CSO basically offsets the difference between the operating costs of the Queensland Government owned
distribution network (Energex) in Southeast Queensland and the Queensland Government owned
distribution network (Ergon Network) in regional Queensland.
The Ergon Network covers 97% of the geographic area of Queensland and therefore has higher operating
costs compared to Energex which only covers the 3% of Southeast Queensland.
However, after the network costs have been ‘equalised’ by the CSO payment to Ergon Retail, customers in
regional Queensland still pay hundreds of dollars more for electricity than residential and business customers
in Southeast Queensland.
The reason for the much higher power bills in regional Queensland stems from the DMO acting as a reference
bill for Southeast Queensland, it is a cap from which all discounts are calculated.
This means that if Southeast Queensland and regional Queensland have the same wholesale electricity price
then customers in Southeast Queensland can effectively negotiate a ‘discount’ on their wholesale electricity
price by accepting a retail offer from one of the 40 retailers actively competing in the de-regulated Southeast
Queensland retail market.
A high wholesale electricity price set by the AER’s DMO is detrimental to regional Queensland customers as
they cannot reasonably access another retailer as the only retailer to receive the CSO payment in regional
Queensland is Ergon Retail.
The lack of a CSO payment to other retailers allows Ergon Retail to retain its near monopoly of residential
and small business customers in regional Queensland.
The AER’s Energy Made Easy website lists two other retailers providing retail offers in to residential
customers in regional Queensland; LPE and Bright Spark Power. In ‘regional’ Queensland Ergon Retail has
631,056 residential customers whilst in ‘Queensland’ LPE has 25,352 customers and Bright Spark Power has
34 customers.
The AER’s Energy Made Easy website also lists 4 retailers providing retail offers to small business customers
in regional Queensland. In ‘regional’ Queensland Ergon Retail has 87,760 small business customers whilst in
‘Queensland’ LPE has 6,356 customers, Bright Spark Power has 9 customers and Next Business Energy has
1,400 customers.
This is evidence residential and small business customers in regional Queensland cannot realistically receive
an offer from another retailer thus cannot in effect negotiate a ‘discounted’ wholesale electricity price.
The AER and the QCA use the same consultant to estimate the total energy cost (TEC). Approximately 75% of
the TEC is the wholesale electricity price (Table 27).
It is not prudent to allow one consultant to determine the TEC and wholesale electricity price for over 200,000
DMO customers in Southeast Queensland and over 720,000 Ergon Retail customers in regional Queensland.
Since total energy costs represent 35% of a retail price/power bill, we recommend the QCA/Queensland
Government engage two consultants or a different consultant to the Australian Energy Regulator’s Default
Market Offer to estimate the TEC to be included in regulated retail prices for regional Queensland.
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Table 27:
Comparison of Wholesale and Total Energy Costs for QCA’s regulated retail prices for regional
Queensland & Australian Energy Regulator Default Market Offer (DMO) for Southeast Qld

Source: Compiled by QEUN from QCA Determinations for regulated retail prices for regional Queensland and
Australian Energy Regulator Determinations for the Default Market Offer (DMO)
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Recommendation 4
Permanently remove the nonsensical 5% ‘standing offer adjustment’ and ‘head room’ charge from all
Ergon Retail business and residential regulated retail tariffs

Reason for Recommendation 4
With its near monopoly in the retail market of regional Queensland, Ergon Retail does not have to compete
with other retailers for customers therefore it does not incur the Customer Acquisition and Retention Costs
(CARC) of electricity retailers in South East Queensland.
This means customers in regional Queensland should not be paying for CARC.
In 2018 the Australian Competition and Consumer Commission estimated CARC at $48 per customer.
To promote non-existent retail competition in regional Queensland the ‘standing offer adjustment’ charge
and ‘head room’ charge is added to every regulated retail tariff in regional Queensland including the main
residential tariff (Tariff 11), the main small business tariff (Tariff 20) and a major tariff used by large business
customers (Tariff 44) (Table 28, 29 and 30).
In 2020-21 the ‘standing offer adjustment’ charge for residential customers was reduced from its usual 5%
to 2.2% to ensure QCA’s regulated retail prices for regional Queensland did not exceed the AER’s DMO for
Southeast Queensland.
Using the ‘standing offer adjustment’ as the balancing item was explained by the QCA in its 2020-21 Final
Determination:
“After accounting for the above-mentioned factors, we found that the equivalent notified price bill
for tariff 11 is $35.80 higher than the DMO bill. Therefore, we made adjustments to the notified prices
of tariff 11 by reducing both the fixed and usage components uniformly until the notified price bill is
equal to the DMO bill. The resulting reduction is equivalent to applying a standing offer adjustment
of approximately 2.2 per cent (instead of 5 per cent).”
The need to find a balancing item for the notified price bill/Ergon Retail power bill is shown in Figure 15.
The reduction in the standing offer adjustment charge last year to enable a DMO power bill for Southeast
Queensland to equal an Ergon Retail power bill for regional Queensland has set a precedent. The equalising
adjustment makes a mockery of the QCA’s insistence that the ‘standing offer adjustment’ charge must be
maintained to promote retail competition in regional Queensland.
The reduction last year in the standing offer adjustment charge decreased the typical Tariff 11 residential
annual power bill by over $30.
Since there is no real competition in regional Queensland the ‘standing offer adjustment’ charge and
‘headroom charge’ needs to be permanently removed from all Ergon Retail residential and business
regulated retail tariffs.
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Table 28: Standing offer adjustment charge in Tariff 11 (main residential tariff for regional Queensland) –
GST exclusive

Source: QCA Draft 2021-22 Determination regulated retail electricity prices for regional Queensland

Table 29: Standing offer adjustment charge in Tariff 20 (main small business tariff for regional Queensland)
– GST exclusive

Source: QCA 2021-22 Draft Determination regulated retail electricity prices for regional Queensland
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Table 30: Headroom charge in Tariff 44 (large business tariff for regional Queensland- consumption over
100/MWh per year) – GST exclusive

Source: QCA Draft 2020-21 regulated retail electricity prices for regional Queensland

Figure 15: 2020-21 equivalent Default Market Offer (DMO) and Tariff 11 regulated retail annual price bill

Source: Appendix J, QCA 2020-21 Final Determination regulated retail prices for regional Queensland
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Recommendation 5
Quantify the so called ‘benefits’ of Ergon Retail’s standing offers compared to market contracts.

Reason for Recommendation 5
The Queensland Government believes the terms and conditions of a standard Ergon Retail contract provides
benefits to customers.
If regional Queensland customers are paying a premium for the additional benefits or protections contained
in an Ergon Retail contract this needs to be quantified by benefit.

Recommendation 6
Make the Uniform Tariff Policy arrangements transparent by;
•
•

Reporting on how the Uniform Tariff Policy/Community Service Obligation is
defined and calculated and
Disclosing annually the distribution of the Community Service Obligation by
customer category, region and industry sector & subsector

Reason for Recommendation 6
The QEUN’s Recommendation 6 is the same as Recommendation 29 in the Queensland Productivity
Commission’s Electricity Pricing Inquiry Report submitted to the Queensland Government in May 2016.
Recommendation 29 was accepted in principle by the Queensland Government in November 2016.
Nearly five years later, the Queensland Government is yet to implement Recommendation 29.
The Uniform Tariff Policy provides that:
Wherever possible customers of the same class should pay no more for their electricity,
regardless of their geographic location
The Queensland Government constantly reminds electricity consumers in regional Queensland that it
“subsidises” regional Queensland electricity costs by supporting the Uniform Tariff Policy through the
payment of the Community Service Obligation (CSO).
No other electricity retailer in regional Queensland receives a CSO payment from the Queensland
Government. Hence, no other electricity retailer can compete against Ergon Retail in regional Queensland.
The Queensland Government recovers its CSO payment by inflating the regulated retail electricity prices
charged by Ergon Retail and paid by regional Queensland households and businesses.
The QEUN recommends the Queensland Government follows through with its acceptance in principle of the
Queensland Productivity Commission’s Recommendation 29 in the 2016 Electricity Pricing Inquiry Report and
makes the Uniform Tariff Policy transparent.

36 | P a g e

Queensland Electricity Users Network

Ph: 0740 312 865
Email: admin@qeun.com.au

Recommendation 7
Extend the removal of the Non-Reversion Policy to include customers up to 160 MWh per year.

Reason for Recommendation 7
Some business customers consuming over 100 MWh per year have become captive to unsustainable market
contracts as electricity retailers are aware the Queensland Government’s Non-Reversion Policy does not
allow customers consuming over 100 MWh per year to return to Ergon Retail.
Ironically, the aim of the Non-Reversion Policy is to promote retail competition, for some customers the NonReversion Policy limits retail competition by excluding Ergon Retail.
The threshold for the Non-Reversion Policy needs to be extended from 100 MWh per year to 160 MWh per
year.
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Conclusion
There is clear statistical and survey evidence that the regulated retail prices and tariffs set by the Queensland
Competition Authority and sanctioned by the Queensland Government are continuing to result in ongoing
power bill stress for business and residential customers in regional Queensland.
The more Ergon Retail customers experience power bill stress, the more Ergon Retail customers are
incentivised to reduce their consumption of grid supplied electricity, or to go off grid.
The reduction in demand for grid supplied electricity has significant ramifications for the viability of
transmission and distribution networks owned by the Queensland Government.
It also affects the viability of grid connected generation owned by the Queensland Government.
A fall in the viability of Queensland networks and generators will affect the revenue received from publically
owned electricity assets. Cash cows could become liabilities for the Queensland Government.
Falling demand for grid supplied electricity is a disincentive for private investors to invest in new generation;
this has implications for the future supply of reliable and secure electricity to all of Queensland.
Affordable Ergon Retail prices and tariffs will incentivise customers to consume grid supplied electricity.
Affordable Ergon Retail prices and tariffs will also act as a catalyst to drive jobs growth and a strong COVID19
recovery.
Without a strong economy in regional Queensland, Queensland will continue to languish at the bottom of
the table in terms of economic growth - as per CommSec’s State of the States Report – April 2021.

Thank you for the opportunity to provide a submission. We are would welcome further discussion on any
aspect of our submission.
Yours faithfully

Jennifer Brownie
Coordinator
Queensland Electricity Users Network
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