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Hi  – will review with the team and get back to you …. We can insert words in the draft –
at the minimum, in the section that updates the return to service of Callide C…  .

Hi Team – please review below and we’ll chat further about if there’s anything further we can
add at this point,

Subject: Fwd: The Australian Financial Review Digital Edition: Prices jump after return of power
station delayed again

Hi ,
Please see below. Can you and the team investigate this.  If it’s going to impact, we need some
words in the draft as suggested by . 
Happy to discuss. 
Thanks 

Subject: Re: The Australian Financial Review Digital Edition: Prices jump after
return of power station delayed again

 Morning ,
Yes, based on what’s reported below I’d say this is going to have an impact. Too
late for the draft, but it will be caught when we use more data for the final. I’ll talk

RTI R
ele

as
e

Queensland Competition Authority RTI Document No. 3 Right to Information Act 2009



Caution: external email.

to the team about mentioning it in the draft as you suggest. 
Thanks 

Please see below

Is this likely to impact the regional pricing deterimination

If so, can it be reflected in the draft determination. If it cant, and i am
relaxed if it cant, we should at least provide commentary that we are
aware of this and its effects cant be reflected in the draft but will be in
thefinal

Cheers

This article is from the March 9 issue of Australian Financial Review
Digital Edition. To subscribe, visit https://www.afr.com. 

Mark Ludlow 

Future wholesale electricity prices in Queensland jumped by up to $15
per megawatt hour after CS Energy announced that the return of its
Callide C coal-fired power station will be further delayed by another
six months to October. 

As the state-owned power company awaits an independent report
into what caused a catastrophic failure at the power station near
Biloela in May 2021, concerns have been raised about the ongoing
absence of 932 megawatts of capacity on the state’s energy security
and electricity prices. 

Described by one energy analyst as the ‘‘ longest outage in the history
of the National Electricity Market’’ , the ongoing delays to the return
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of the C4 unit at Callide have become a major embarrassment for CS
Energy and the Palaszczuk government. 

CS Energy owns 100 per cent of the Callide B power station. Callide C
is a joint venture with Genuity. 

CS Energy yesterday confirmed the return of the 466-megawatt C3
unit, out of action since October last year, would now be delayed until
September 30, for a partial return. It would be in full operation from
December 31. 

The return of the replacement C4 unit has been pushed back six
months to October (it will not be operating at the full 466-megawatt
capacity until January 31 next year) because it now needs a new
cooling tower. 

A CS Energy spokeswoman said: ‘‘ CS Energy’s position is based on a
scope of work incorporating both cooling towers and tenders CS
Energy has received from contractors. We are currently working
through this with our JV partner. 

‘‘ It is not unusual for generators to adjust their return to service dates
for units that are undergoing major maintenance or repairs,
depending on issues identified during the process.’’ 

Future wholesale prices in Queensland for the rest of 2023 jumped up
to $15 per megawatt hour yesterday after CS Energy confirmed the
delays to the return of both the C3 and C4 units. The Callide power
station has been plagued by maintenance issues since the 2021
accident. Its entire 1700 megawatts went off line for three hours in
November last year. 

Energy market watcher Paul McArdle of specialist firm Global-ROAM
said the outage could be the longest in 25 years of the NEM. 

Josh Stabler, managing director of energy adviser Energy Edge, said
future wholesale prices for April to December in Queensland were up
$10 per MWh to $15 per MWh. 

‘‘ We can be confident that the change with Callide C is the primary
driver behind today’s market movements ,’’ he said. 

‘‘ For the same periods, the forward market is up $2 to $4/MWh and
less than $1.5/MWh for NSW and Victoria respectively. This
diminishing impact further away from Queensland indicates the
primary source of the market uplift originated in Queensland.’’ 

Queensland Energy Minister Mick de Brenni said he had been advised
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there would be ‘‘ sufficient’ ’ power for winter and summer, despite
the delays. 

‘‘ I note the advice to the market from CS Energy and we will support
their actions to ensure security of supply,’’ he said. 

‘‘ Queenslanders have worked hard to build a publicly owned energy
system and by keeping it that way, we can ensure the transition is
orderly and fair.’’ 

Last year’s unprecedented energy market intervention by the
Australian Energy Market Operator was partly due to the unplanned
maintenance of a string of coal-fired power stations. 

Copyright © 2023 Australian Financial Review
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3 

incorporates a hedging strategy that a prudent retailer would adopt to manage spot price risk in the NEM. 
More specifically, this involves: 

• simulating the expected spot prices that a retailer faces, considering temperature-related demand 
profiles, generation supply and costs, as well as power station availability; and then 

• estimating wholesale energy costs for a retailer that hedges spot price risk through the purchase of
ASX Energy futures5. 

Compared with last year's estimates, ACIL estimated an increase in wholesale energy costs for all customer 
tariff classes. all customers in 2022 23, whose prices are settled on the NSLPs and CLPs identified above 
(Figure 1). This primarily reflects a substantial increase in the trade-weighted ASX contract prices6 for base, 
peak and cap contracts. 

The increase in ASX contract prices is likely driven by:  

• a uncertainties associated with the availability and reliability of coal-fired power plants and their 
impacts on the supply–demand balance in the Queensland NEM region slowdown of renewable 
energy generators coming online (compared to recent years) and the continued unavailability of the
Callide C power plant (unit 4) both of which contribute to a tighter supply demand balance in 
Queensland  

• higher gas and coal prices due to the war in Ukraine and energy sanctions imposed on Russia

• uncertainties associated with the effects of 5-minute settlement. 

Figure 1 Wholesale energy costs by demand profiles (draft estimates) 

5 ASX energy futures are exchange-traded energy financial derivatives that allow retailers to reduce the spot price 
volatility risk when purchasing electricity from the NEM. For more information, see 
https://www.asxenergy.com.au/. 

6 Contract prices were estimated using the trade-weighted average of ASX Energy daily settlement prices of base, 
peak and cap contracts for each of the four quarters of 2022–23. 
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Energy consumption profiles - waterfalls and explanation 

The NEM has been experiencing extraordinary volatility and uncertainty recently, driven by both 
international and domestic events, primarily due to—higher gas and coal prices and uncertainties 
associated with the availability and reliability of coal-fired power plants and their impacts on the supply–
demand balance in the Queensland region. These events have placed upward pressure on wholesale 
energy prices and has increased our wholesale energy costs (WEC) estimates this year both for small and 
larger customers compared to last year (figures 1 and 2 below).  

Figure 1: Small customer energy consumption profile from 2022/23 to 2023/24 

Figure 2: Large customer energy consumption profile from 2022/23 to 2023/24

We made two methodology refinements to our WEC calculations to incorporate: 
• ADM data, used to inform the forecast consumption profiles, by combining the profiles of ADMs and
accumulation meters/NSLP
• additional data (specifically the capture of options), to more accurately estimate ASX contract prices.

The impact of incorporating ADM data has opposite effects on the small and large customer groups.  For 
small customers the ADM profiles are 'peakier' than the NSLP and show a reduction in daytime demand 
due to increased rooftop solar PV penetration over time, as we would expect. As a result, the combined 
profile is ‘peakier’ (than the NSLP alone) and is more expensive to hedge which increases the WEC. On 
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the other hand, as the consumption profile of large customers is generally flat, including ADMs data make 
the combined profile flatter which reduces the hedged costs and thereby WEC.  

The refinements made to the capture of options data, resulted in a decrease for in WEC for both small 
and larger customer groups. Refining options has reduced the WEC due to a significant number of call 
options being exercised at prices materially lower than the prevailing market price of base contracts. 
Notably, refining the way call options are calculated will not always reduce the WEC, and the impact 
caused in this case is largely a by-product of the volatility in financial contract markets.  
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Queensland Competition Authority Indicative bill impacts 

1 INDICATIVE BILL IMPACTS 

Overall, draft notified prices indicate that typical customers1 on all major tariffs can expect an 
increase in their electricity bill this year: 

• for small customers, the increase is x [if different aspects, can identify here using similar
sentence below] 

• for large customers, the increase is X. [[if different aspects, can identify here using similar
sentence below] 

[if the same aspects increasing small and large: The increase in customer tariffs is largely due to 
a significant increase in [estimated energy costs], as well as increases in x.] 

This chapter provides aA snapshot of the key elements driving notified price increases, as well as  
and further detail on the indicative customer bill impact charts and comparisonss is provided 
below.2. Our analysis on individual cost components is provided in chapter 4 and the draft notified 
prices are set out in chapter 6.  

Importantly, an individual customer's actual bill will vary depending on how much electricity they 
use. We strongly recommend that customers engage with their retailer for further advice and 
information reflecting their individual circumstances. 

1.1 Why are notified prices increasing this year? 
1.1 

Rising energy costs  

The increase in energy costs has been driven by higher wholesale energy costs across the national 
energy market (NEM).  

TThe NEM has faced extraordinary volatility and uncertainty in recent times. This has e impacts 
have been felt across Queensland, with wholesale energy costs reaching record highs. For 
instance, Queensland was the NEM’s highest priced region in the June quarter of 2022, with 
average quarterly spot prices reaching $344/MWh.3  

Several international and domestic factors contributed to upward pressure on wholesale energy 
prices in Queensland, including:4 

• a tighter supply–demand balance—due to a slowdown of renewable energy generators 
coming online (compared to recent years) and the reduced availability of thermal generators 
(such as the outages experienced at Kogan Creek and Callide C (units 3 and 4)) 

• higher gas and coal prices—thermal generators face higher fuel costs, due to prevailing high 
domestic gas prices to date, higher international commodity prices and difficulties sourcing 
coal due to heavy rain impacting open cut mines in New South Wales and Queensland, 

1 The typical customer for a given tariff is the median or middle customer in terms of consumption among all customers on 
the same tariff in regional Queensland. Typical customer consumption data was provided by Ergon Retail (see Appendix 
E). 

2 See chapter 4 and 6 for detailed information on the  individual cost components and draft notified prices (respectively). 
3 AER, Wholesale markets quarterly [Q2 2022], September 2022, p. 3. 
4 QCA, SEQ retail electricity market monitoring 2021–22 report, December 2022, p. 148. 
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Queensland Competition Authority Indicative bill impacts 

ongoing impacts from the war in Ukraine and the continuing global supply constraints 
resulting from covid-19  

• weather-related high demand—resulting from continuous periods of warm weather and 
humidity in northern Queensland. Also, cold fronts in June drove up heating demand and 
coincided with record maximum demand in Queensland. 5,6 

[Include a sentence outlining what has happened to wholesale prices since first half of '22 - check 
with pricing team. While wholesale energy costs have fallen from the peak in early 2022, they 
remain historically high & volatile?] 

1.2 Indicative customer bill impacts 
The We have prepared ccharts showing indicative annual bills for typical customers in 2023–24 
based on the draft notified prices, compared to annual bills using the current (2022–23) notified 
prices.  

Importantly, an individual customer's actual bill will vary depending on how much electricity they 
use. We strongly recommend that customers engage with their retailer for further advice and 
information reflecting their individual circumstances. 

Customers should note that the indicative bills do not include metering charges.7  

It is relevant to note that increases in electricity prices (and the underlying energy costs) are not 
isolated to regional Queensland. For instance, the maximum price retailers in south-east 
Queensland could charge standing offer customers (the default market offer (DMO)) increased 
by 11.3 per cent in 2022–23.8  Further impacts are likely to be felt more broadly in the coming 
year.  

1.2.1 Residential customers 

Typical customers on the main residential tariffs (tariffs 11, 31 and 33)9 are expected to pay 
around X to X per cent more for their electricity in 2023–24. 

Figure 1 Bills for typical residential customers, 2022–23 and 2023–24 (incl. GST) 

Note: Amounts are rounded to the closest dollar. Therefore, amounts presented may not add precisely. Percentage 
changes are based on unrounded amounts. Metering costs are excluded. 

5 QCA, SEQ retail electricity market monitoring 2021–22 report, December 2022, p. 148. 
6 AEMO, Quarterly energy dynamics Q2 2022, 2022.  
7 This is to provide a like-for-like comparison with current notified prices. This year, the delegation asks us to include 

metering costs within the retail cost component of notified prices (in previous years, metering charges were separate to 
(and not included in) notified prices). See section 3.X for further detail. 

8 For residential customers without control load, compared to the default market offer price in 2021–22. AER, Default 
market offer prices 2022–23, final determination, May 2022, p. 7. 

9 Most residential customers are on tariff 11, but many customers also access load control tariffs—tariffs 31 and 33—for 
appliances that do not require a constant supply of electricity (e.g. hot water systems and pool pumps). 
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Queensland Competition Authority Indicative bill impacts 

1.2.2 Small business customers 

Typical customers on the main small business tariff (tariff 20)10 are expected to pay around X per 
cent more for their electricity in 2023–24. 

Figure 2 Bills for typical small business customers, 2022–23 and 2023–24 (incl. GST) 

Note: Amounts are rounded to the closest dollar. Therefore, amounts presented may not add precisely. Percentage 
changes are based on unrounded amounts. Metering costs are excluded. 

1.2.3 Large business customers 

Typical customers on tariffs 44, 45 or 46 are expected to pay around X to X per cent more for their 
electricity in 2023–24. 

Figure 3 Bills for typical large business customers, 2022–23 and 2023–24 (incl. GST) 

Note: Amounts are rounded to the closest dollar. Therefore, amounts presented may not add precisely. Percentage 
changes are based on unrounded amounts. Metering costs are excluded. 

10 Tariff 20 is a flat-rate tariff. 
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Queensland Competition Authority Draft notified prices—Preliminary estimates as of 3 February 2023 
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Figure 1 Newcastle thermal coal export prices 

Source: Bloomberg Intercontinental Exchange (ICE). 

Figure 2 Asian liquefied natural gas (LNG) prices 

Source: Bloomberg Intercontinental Exchange (ICE). 

1.1.2 Government intervention 

In December 2022, the Australian Government partnered with the states and territories to introduce an Energy 
Relief Plan with measures to address high energy costs. Key aspects of this plan include temporary price caps for gas 
and coal, which are key input costs for thermal generators. Under this plan, wholesale gas and coal prices for 
electricity generation would effectively be capped at $12/GJ and $125/tonne respectively (for at least 12 months).  

Our wholesale energy cost methodology captures the potential impacts of these caps through our spot price 
analysis and the incorporation of ASX contract prices (until 20 January 2023 inclusive). Importantly, the ASX contract 
prices reflect, to date, the market participants’ views of the potential impacts of these temporary price caps on the 
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NEM. The potential effects of these caps are best illustrated using the price and trade movement of ASX base 
contracts for the summer quarter for 2023–24, i.e. Q1 2024 (Figure 3).  

As shown in Figure 3, prior to the war in Ukraine intensifying in late February 2022, ASX base contract prices for 
Queensland (Q1 2024) averaged around $67/MWh. From then on, these contract prices have increased 
substantially, reaching a record high of approximately $243/MWh in late October 2022 before declining to around 
$150/MWh prior to the government intervention in early December 2022. Since the commencement of the 
temporary price caps, these contract prices have decreased further, fluctuating between $113/MWh and 
$137/MWh.  

However it is important to note that, in practice, retailers manage their spot price risk by locking-in a price (or a 
maximum price7) in advance for part of their electricity requirements via trading in ASX contracts. In other words, 
retailers have already locked-in a portion of their costs for 2023–24 prior to the commencement of the temporary 
price caps. This market dynamic can be demonstrated using the movement in trade volume for the ASX base 
contracts (Q1 2024), where approximately 91% of the contracts traded were locked-in before commencement of 
the price caps. This means that only 9% of ASX contracts traded were influenced by the price caps (Figure 3).  

It is expected that the temporary price caps would put downward pressure on the trade-weighted ASX contract 
prices (and in turn wholesale energy costs) as more ASX contracts are traded while the price caps are in force. For 
our final determination, we will use ASX data until late April/early May 2023 to estimate contract prices. 

Figure 3 Queensland ASX base contract 2023–24 (Q1 2024) 

Source: ASX Energy and QCA analysis. 

7 Retailers can lock in the maximum price for future electricity purchases by trading in ASX cap contracts. 
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1.1.3 Methodological refinement—wholesale energy costs 

To better reflect the latest market developments, we have also refined our wholesale energy cost methodology by: 

• incorporating demand profiles of smart meters to better approximate the consumption pattern of electricity.
Since the introduction of the AEMC's Power of Choice reforms8 in 2017, installations of new rooftop solar PV
would involve an upgrade of meters (from accumulation to smart meters). This means that the demand profiles
based on only accumulation meters (i.e. the net system load profiles (NSLPs)) would likely misrepresent the
consumption pattern of electricity. This is because the reduction in day-time demand due new rooftop PV
output would be captured by smart meters instead of accumulation meters (and by extension the NSLPs).

To address this issue, we have combined the relevant smart meter profiles with the NSLPs when estimating
wholesale energy costs. This is consistent with what retailers do, in practice, when developing their hedging
strategies. Based on informal discussions, retailers in south east Queensland advised that they would not
distinguish between customers with different meter types but would combine the profiles for smart and
accumulation meters (for a specific customer group) when undertaking hedging activities.

• improving our estimation of the costs that retailers faced when trading in ASX options to manage spot price
volatility. Our initial approach to estimating ASX contract prices includes options traded by using a simplified
approach, where options were approximated using the volume of options traded and ASX daily settlement prices
for base contracts.

However, recent market volatility has prompted us to consider refining this approach. To reflect the costs of
trading in options more accurately, we have incorporated the:

− strike prices of call options9 exercised

− premiums of call options exercised and expired

− trade volume of call options exercised and expired.

Other energy costs 
Compared to the estimates from last year, we estimated that: 

• LRET costs would increase—driven by an increase in the forward prices of large-scale generation certificates due
to higher voluntary demand for these certificates

• SRES costs would decline—driven by a decline in the estimated number of small-scale technology certificates
retailers are required to purchase

• NEM fees would increase—reflecting an increase in costs related to operating the NEM, including the costs
associated with the five-minute settlement reform and the integration of distributed energy resources

• ancillary services charges would decrease—due to lower costs for frequency control ancillary services (FCAS) in
Queensland. The completion of upgrades for the Queensland to New South Wales interconnector (QNI) in June
2022 has reduced the need for local supply of FCAS in Queensland.

8 As part of this reform, the AEMC implemented rule changes to facilitate a market-led deployment of smart meters 
across the NEM. Among other things, these rule changes required that, from 1 December 2017, all new and replacement 
meters for small customers to be smart meters. 

9 In this context, call options are a type of financial derivative that gives the holder the right, but not the obligation, to 
purchase ASX base contracts at a predetermined price (known as the "strike price") and volume. In exchange for the 
right to exercise the option, the holder (buyer) will pay a premium to the seller of the call option (regardless of whether 
the holder chooses to exercise the option).  
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Table 9 SRES cost pass-through (excl. GST) 

Retail Tariff 
2023–24 Draft 

c/kWh 

Tariff 11 –0.284

Tariff 31 –0.284

Tariff 33 –0.284

Tariff 20 –0.314

Tariff 44 –0.270

Tariff 45 –0.270

Tariff 46 –0.270

END OF PAPER. 
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6. The increase in the annual bill is largely due to:

(a) an increase in wholesale energy costs—including a significant increase in the trade-weighted prices

for ASX base and cap contracts, driven by market participants expecting higher future spot prices

and greater price volatility. This is likely due to higher gas and coal prices and uncertainties

associated with the availability and reliability of coal-fired power plants impacting the supply–

demand balance in the Queensland NEM region

. 
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2 

5. The remainder of this paper briefly summarises price outcomes and key matters referenced in the draft

determinations.

KEY ISSUES 

Notified prices—draft determination 

6. Overall, the draft prices result in an increase in typical customers' annual bills this year:

Customer type Tariff Expected increase from 2022–23 

Amount Percentage 

Residential 11 $432 28.9% 

31 $36 12.3% 

33 $34 11.3% 

Small business 20 $497 26.1% 

Large business 44 $6,179 12.2% 

45 $22,226 13.0% 

46 $10,874 5.6% 

7. These prices are materially consistent with those provided to Members at the February board meeting, with

some differences due to the addition of metering costs in small customer draft prices and bills1 and further

internal review/quality assurance processes.

8. The increase in prices reflects:

(a) a significant increase in wholesale energy costs—due to a significant increase in the trade-weighted

prices for ASX base and cap contracts (discussed in chapter 4.2.1 of the draft report)
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to a further increase in the wholesale energy cost estimates since then (reflecting more up-to-date market 

data). 

Table 1 Change in indicative bills for main tariffs 

Customer type Tariff Draft determination 

(compared to last year’s 
final prices) 

Final determination 

(compared to last year’s final 
prices) 

Difference between 
draft and final 
determinations 

Residential 11 28.9% 34.6% 5.7% 

Small business 20 26.1% 32.6% 6.5% 

Large business 44 12.2% 15.6% 3.4% 

45 13.0% 16.7% 3.7% 

46 5.6% 7.5% 1.9% 

Note: Tariff 11 and 20 prices are inclusive of a standing offer adjustment (SOA) of 4.56%—this amount may be reduced in the 
final determination depending on the results of the DMO comparison.  

6. The key issues in the final determination are the following:

(a) Significant price increases:

(i) We have provided commentary on the resources available to customers to deal with the

electricity price increases (section 3.1 of the main report).

(ii) We have provided a detailed discussion on the rising energy costs contributing to the

significant notified price increases (section 4.2.1 of the main report). The incorporation of

updated market data since the draft determination has contributed to increases in the

wholesale energy costs. This includes the use of additional ASX contract data (up until 10

May 2023), with contract prices remaining elevated compared to previous years. ACIL has

also incorporated more recent information on generator bidding behaviour in response to

the coal and gas price caps, which has also contributed to the higher wholesale energy costs.
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QUESTION AND ANSWER SPEAKING NOTES 

SLIDE CONTENTS 

1 Cover page 19 Additional slide pack 

2 Welcome & Objective 20 Reasons for increased prices - T20 

3 Burning issues? 21 Reasons for increased prices - T44 

4 Overview of draft prices/ customer impacts 22 UTP - with definition 

5 Reasons for increased prices - T11 23 Affordability under our pricing approach 

6 Relevant legislative framework 24 Customer support - overview 

7 Overarching framework 25 Customer support - last year's rebate 

8 UTP - with % reduction in different zones 26 SOA 

9 N+R Framework 27 DMO comparison 

10 Network costs 28 Bills SEQ vs Notified prices graph 

11 Energy costs 29 Price increases overtime graph (real vs nominal) 

12 Impact of government price caps 30 Manual meter reading charge 

13 Retail costs 31 Metering costs (small customer) 

14 Other adjustments 32 Obsolete tariffs 

15 Two new time-of-use tariffs 33 Large customers 

16 Way forward 34 Solar feed-in tariff 

17 Q&A session 35 Solar feed-in tariffs - avoided costs 

18 Thanks 
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RELEVANT Q&A SLIDES 

Topic Question Slide 

1.1 Media handling 

Can you film the session 

Providing official comments or quotes 

1.2 Legal framework 

Doing what the Minister tells you to do 6—Legislative framework 

Not complying with the terms of the QCA Act  6—Legislative framework 

1.3 Price outcomes / Affordability / UTP 

Why are prices rising 5—Reason for increase T11 

20—Reason for increase T20 

21—Reason for increase T44 

11—Energy costs 

12—Impact of government price caps 

29—Price increases overtime (real vs nominal chart) 

Do you take affordability into account 23—Affordability under our pricing approach 

22—UTP – with definition 

8—UTP – with % reduction in different zones 

6—Legislative framework 

24—Customer support – overview 

25— Customer support – last year's rebate 

What is the UTP 22—UTP – with definition 

8—UTP – with % reduction in different zones 

Changing the UTP to improve competition 22—UTP – with definition 

8—UTP – with % reduction in different zones 

6—Legislative framework 

Prices too high can’t pay them 24—Customer support – overview 

25— Customer support – last year's rebate 

Should provide more affordable prices to business / 
cannot operate or compete with these prices 

23—Affordability under our pricing approach 

22—UTP – with definition 

8—UTP – with % reduction in different zones 

6—Legislative framework 

24—Customer support – overview 

25— Customer support – last year's rebate 

What support arrangements / concessions are 
available 

24—Customer support – overview 

25— Customer support – last year's rebate 

Ergon is inefficient. More should be done to bring costs 
down 

10—Network costs 

11—Energy costs 

13—Retail costs 

1.4 Wholesale energy costs 

1.4.1 Effect of government price caps on gas and coal prices 12—Impact of government prices caps 
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1.4.2 If outages at coal fired power plants were to blame for 
increased energy costs - Do we need more coal-fired 
power generation 

1.4.3 What is 'hedging' 11—Energy costs 

1.4.4 If retailers locked in higher energy prices, why should 
customers have to pay for that 

11—Energy costs 

12—Impact of government price caps 

1.4.5 Will government's intervention reduce energy costs in 
the final determination 

12—Impact of government price caps 

1.4.6 Why is our estimate of energy costs different from the 
AER's 

1.4.7 Renewables - told they'd lower energy costs, so why 
have costs gone up if renewables has increased over 
the last year 

1.5 Availability of tariffs 

1.5.1 Obsolete tariffs— what do I do 32—Obsolete tariffs 

1.5.2 Obsolete tariffs—what is the phase-out date 32—Obsolete tariffs 

1.5.3 Obsolete tariffs—change tariffs 62A, 65A and 66A peak 
charging windows to be the same 

32—Obsolete tariffs 

1.5.4 Introducing food, fibre and manufacturing tariff / large 
customer consumption tariff 

9—N+R framework? 

1.5.5 capping charges at 16c per kWh 9—N+R framework 

1.5.6 lowering the large customer consumption threshold 33—Large customers 

1.5.7 Why can I only access tariffs with demand charges 

1.6 Standing offer adjustment / Default market offer 

1.6.1 What is the SOA 26—SOA 

1.6.2 What is the AER's DMO 

1.6.3 Relevance of DMO to QCA determination / What is the 
DMO comparison 

27—DMO comparison 

1.6.4 DMO comparison - why was it not done 27—DMO comparison 

1.7 Metering costs for small customers 

1.7.1 Will I pay more now 31—Metering costs 

1.7.2 Controlled load tariff - will I pay double 31—Metering costs 

1.7.3 Why do I need to pay for customers with an ADM 31—Metering costs 

1.7.4 How were the new metering costs calculated 31—Metering costs 

1.7.5 How many customers have an ADM 31—Metering costs 

1.7.6 Do I need to get an ADM 31—Metering costs 

1.8 Metering type 4A surcharge 

1.8.1 Why will there be another charge 30—Manual meter reading charge 

1.8.2 How can I avoid this new charge 30—Manual meter reading charge 

1.8.3 How did the QCA set this charge 30—Manual meter reading charge 
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1.9 Solar feed in tariff 

1.9.1 SEQ - why is it different to those available in SEQ 34—Solar feed-in tariff 

35—Solar feed-in tariff – avoided costs 

1.9.2 Less than the price paid for electricity 34—Solar feed-in tariff 

35—Solar feed-in tariff – avoided costs 

1.9.3 SOA - why is it not included as an avoided cost 35—Solar feed-in tariff – avoided costs 

1.9.4 Higher rates for last year - the cost of energy increased 
last year, and that is linked to the feed-in tariff, why 
haven't I received a higher rate from last year 

34—Solar feed-in tariff 

1.9.5 Guarantee no decrease or changes - people spent a lot 
of money installing solar panels 

34—Solar feed-in tariff 

1.9.6 44 cents - I used to get 44 cents from my retailer, and 
now I don't 

34—Solar feed-in tariff 

1.9.7 44 cents - I get the 44 cents feed-in tariff and my 
retailer said it would not offer me its feed-in tariff on 
top of that 

34—Solar feed-in tariff 

1.9.8 Why isn't the feed-in tariff set using spot prices or 
higher during peak periods 

34—Solar feed-in tariff 

11—Energy costs (inc. hedging info) 

1.9.9 Ergon said they wouldn't allow me to connect my solar 
system to the grid 

34—Solar feed-in tariff 
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1.1 Media handling responses 

• If asked by journalists whether they can film the session

We ask that you respect attendees' and our own privacy and do not film and broadcast the 

information session. This session is intended to inform members of the public here today and we 

don't want the presence of cameras to affect proceedings or make attendees feel uncomfortable. 

If you want official comments or an interview with the QCA's official spokesperson, we can give 

you the contact details of a colleague at the QCA who can liaise with you on this. [Give Sharon's 

details] 

• If asked by journalists to provide official comments or quotes

We cannot provide official comments or quotes, as we do not have the authority to represent the 

QCA. The QCA's official spokesperson is its chair, Professor Flavio Menezes. If you are after formal 

comments from the QCA, we can give you the contact details of one of our colleagues at the QCA 

who can deal with your request. [Give Sharon's details] 

1.2 Legal framework questions 

• Why does the QCA just do what the Minister tells you to do?

The QCA is there to put in place the rules that have been developed by the Government of the 

day.  

For our role in setting regulated prices, we perform this role under the Electricity Act via a 

delegation issued to us by the Electricity Minister. So it’s a power that sits with the Minister, who 

then delegates it to us to perform for that year. The Electricity Act sets out several factors we 

must consider when making a determination. We must also have regard to various matters the 

Minister states in his delegation to us, which includes things such as applying the 'n+r approach' 

and the Queensland Government's UTP.  

• The QCA is not complying with the terms of the QCA Act

The QCA performs various regulatory roles for electricity, water, rail and ports in terms of the 

prices regulated entities are able to charge. We perform these roles under the QCA Act and in 

other legislation, such as the Electricity Act.  

For our role here setting regulated retail electricity prices, we perform this role under the 

Electricity Act via a delegation issued to us by the Energy Minister.  

Some stakeholders have referred to us not following certain sections of the QCA Act. However, 

these do not apply here to our setting of notified prices. Those sections of the QCA Act apply to 

the QCA's prices oversight regime, which is a completely different regulatory regime. Some 

stakeholders may recognise it from our water pricing investigations. That regime involves us being 

directed by the Treasurer to investigate and recommend prices for declared monopoly 

businesses. It is a recommendatory price regime and not a price determination regime, like our 

role in setting notified prices.  

1.3 Price outcomes / Affordability / UTP questions 

• Why are electricity prices rising so much this year?
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The main cause of these price increases is higher wholesale energy costs. That is, the cost for a 

retailer when purchasing electricity for their customers from the National Electricity Market. For 

instance, energy costs for the main residential and small business tariffs (tariffs 11 and 20) have 

increased approximately 50 per cent compared to last year.  

The increase in wholesale energy costs has been driven by: 

• higher gas and coal prices, primarily due to the war in Ukraine and energy sanctions imposed

on Russia, which has added further uncertainty to energy markets already impacted by

global supply constraints.

• uncertainties associated with the availability and reliability of coal-fired power plants and

their impacts on the supply–demand balance.

In addition, there has also been higher retail and network costs for most tariffs this year. 

• Does the QCA take affordability into account when setting electricity prices?

We must make our determination of electricity prices in accordance with the legislative 

framework. This is set out in the Electricity Act and in matters the Minister requires us to consider. 

Ultimately, we set electricity prices based on the costs of supplying electricity to customers in a 

given year.  

The lever we can apply that helps with affordability is the Queensland Government's uniform 

tariff policy (UTP). For residential and small business customers, this means that prices are based 

on electricity supply costs in southeast Queensland, which is less than the actual cost of supply. 

As such, the UTP delivers lower electricity prices than would otherwise be the case to most 

customers in regional Queensland. The UTP results in the Queensland Government subsidising 

regional electricity prices—in 2022–23, this was expected to total $568 million. 

However, we appreciate this does not shield customers from underlying price increases caused 

by increased market volatility and higher energy costs, which have been prevalent in the NEM, 

including in southeast Queensland. 

• What is the UTP?

The uniform tariff policy (UTP) is a Queensland Government policy. It provides that, wherever 

possible, customers of the same class should pay no more for their electricity, and should pay for 

their electricity via similar price structures, regardless of their geographic location.  

This means: 

•  for small customers, costs are based on the costs of supply in SEQ, which are lower than the

costs of supply in regional Queensland.

• for large customers, costs are based on the cost of supply in the Ergon region with the

lowest cost of supply that is connected to the NEM.

This results in most customers in regional Queensland paying electricity prices which are below 

the costs of supplying them with electricity. The cost difference is met by the Queensland 

Government through a payment to Ergon Energy Queensland (expected to be $568 million in 

2022–23).  

• Why won't the QCA change the UTP to improve competition in the retail market?

We understand stakeholders have views about reforms that should be made to the UTP. 

However, the UTP is a Queensland Government policy and can only be changed by the 

government. 
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Our task is to set electricity prices in accordance with the legislative framework. Assessing the 

UTP and exploring potential reforms to address affordability or competition concerns is not within 

our remit.  

We encourage stakeholders seeking changes to the UTP to raise these with the Queensland 

Government, as it is their policy and they ultimately have the power to have it reviewed.  

• These prices are too high and we cannot pay them

We understand these price increases are quite significant for customers. 

However, we must make our determination of electricity prices in accordance with the legislative 

framework. This is set out in the Electricity Act and in matters the Minister requires us to consider. 

Ultimately, we set electricity prices based on the costs of supplying electricity to customers in a 

given year. These costs have increased significantly this year. However, we have applied the 

Queensland Government's uniform tariff policy. If we had not done this, prices would have been 

even higher.  

We do recognise these increases will come as a shock for customers. 

The Australian Government has partnered with states and territories to introduce an Energy Price 

Relief plan, which includes targeted bill assistance measures that will reduce an eligible 

customer's electricity bill. At this stage, the details are still being worked out by the Australian 

and Queensland Governments. This is something that sits outside of the QCA's price setting 

process so we can't provide any comments on that.  

We encourage any customers facing hardship to contact their retailer to discuss support 

measures that may be available to them. There are a range of government support arrangements, 

including concessions, grants and rebates, that are available to eligible customers. Each retailer 

will also have a customer hardship program that can help customers who are having difficulties 

paying their bill. The retailer can also give you advice on whether you are on the tariff most 

suitable for your circumstances.  

Alternatively, there is a Queensland Government website that can help you find any concessions 

or other support measures you might be eligible for 

(https://www.concessionsfinder.services.qld.gov.au/#/).   

• The QCA should provide more affordable prices to business / we cannot operate or compete with

these prices

We understand these price increases are significant. However, the legislative framework requires 

us to take a cost-based approach to setting notified prices. We cannot apply measures to lower 

prices for particular businesses or industries, other than applying the Queensland Government's 

uniform tariff policy. 

The uniform tariff policy makes electricity prices for most regional Queensland customers 

cheaper than what they otherwise would be. It involves the Queensland Government subsidising 

electricity prices – which was expected to cost $568 million in 2022–23. 

Further measures to address affordability concerns are best achieved through more targeted 

direct measures, such as grants, concessions or rebates. Industry assistance is a policy and state 

budget matter for the Queensland Government. It is not something the QCA can provide.  

We encourage businesses or industry representative groups seeking industry assistance to reach 

out to the Queensland Government.  

• How do I find out what support arrangements / concessions are available to me?
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You can contact your retailer who can discuss with you what support arrangements are available 

for you. Alternatively, there is a Queensland Government website that can help you find any 

concessions or other support measures you might be eligible for 

(https://www.concessionsfinder.services.qld.gov.au/#/).   

• Ergon is inefficient. More should be done to bring costs down

The regulated prices we set comprise several different cost components, the main two being 

network costs and retail costs.   

Network costs are made up of the network prices that are approved by the AER. So these are 

subject to scrutiny by that regulator. We pass these through to retail tariffs, as they are costs a 

retailer incurs providing you with your electricity.  

Retail costs are determined by us. There are a range of retail costs that we determine, including 

costs for customers services, like call centres and administration such as billing services. It also 

includes energy costs, being the costs for a retailer to buy electricity from the national electricity 

market. We include in our determination details on how we determine these costs. But I will note 

these costs are based on competitive markets – either the purchase of energy futures contracts 

in the case of energy costs and in a benchmarking exercise in the case of retail costs. Its not the 

case that we simply pass through a retailer's actual costs.  

Overlaying all of this of course, is that we apply the Queensland Government's uniform tariff 

policy. This means that for most customers in regional Queensland, the costs we determine are 

based on the actual costs of supply for your geographic area, but are instead based on a lower 

cost area, such as southeast Queensland or the lowest cost Ergon area connected to the NEM. 

The Queensland Government subsidises the difference in costs.  

1.4 Wholesale energy cost 

1.4.1 What effect have the government price caps on gas and coal prices had? 

We capture the potential impacts of these price caps through the way we calculate the wholesale 

energy costs. Both in our analysis of spot prices in the electricity market and the trade in ASX 

energy futures contracts, which we use to calculate how retailers have hedged their exposure to 

spot prices.  

We have observed some downward movement on the relevant ASX futures contract prices. We 

go into detail about these observations in our draft determination. However, it is important to 

note that, in practice, retailers manage their spot price risk by locking-in a price in advance for 

part of their electricity requirements by entering into hedging contracts. So retailers would have 

already locked-in some of their costs for 2023–24 prior to the commencement of the price caps.  

We expect to see further effects of the price caps in our final determination, as we will have more 

ASX market data while the price caps are in force that we will use when setting notified prices.   

• Use Figure 6 chart for slide

For background—in December 2022, the Australian Government partnered with the states and 

territories to introduce an Energy Relief Plan with measures to address high energy costs. This 

includes temporary price caps for gas and coal, which are key input costs for thermal generators. 

The cap is $12/GJ for gas and $125/t for coal.  
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1.4.2 The QCA report said that outages at coal fired power plants were to blame for 
increased energy costs. Does that mean we need more coal-fired base load power 
generation? 

Increased outages in coal fired power plants led to a lower supply-demand balance in the NEM. 

This does not necessarily mean that more coal-fired base power generation is needed. Increasing 

the supply demand balance by alternative, low coast means can also help put downward pressure 

on electricity prices.  

1.4.3 What is 'hedging'? 

Retailers purchase electricity for their customers through the national electricity market (the 

NEM). This is a very volatile market where spot prices are settled every five minutes and can range 

from -$1,000 to $15,500.  

Retailers adopt a range of strategies to manage (or hedge against) the risk of spot price volatility. 

For example, retailers buy ASX energy futures contracts and other products to 'lock-in' a price for 

electricity that they will deliver to consumers at a fixed price at a later date.  

1.4.4 If retailers locked in higher energy prices, why should customers have to pay for 
that? 

Our wholesale energy cost methodology is based on the hedged cost of a retailer purchasing 

electricity in the NEM. Hedging is a prudent strategy that manages a retailer's risk to volatile spot 

prices. As such it is reasonable for retailers to be compensated for these costs.  

1.4.5 Will the government's intervention cause energy costs to drop in the final 
determination 

From draft determination to final determination, amongst other things, we will incorporate more 

market data relating to ASX energy futures contracts. This data could put either upward or 

downward pressure on energy costs, depending on the price of traded contracts.  

1.4.6 Why does the QCA's estimate of energy costs differ from the AER's? 

Differences between our estimate of energy costs and the AER's are largely due to methodological 

differences. As part of this year's determination, we have incorporated digital meter data to 

estimate energy costs, whereas the AER has not. Additionally, we adopt a more conservative 

estimate of the costs that a retailer faces (95th versus 75th percentile) when purchasing 

electricity from the NEM. 

1.4.7 We get told that renewables are meant to lower energy costs so why have they 
gone up so much if the amount of renewables has increased over the last year? 

While the amount of renewable generation has increased in the Queensland, renewable 

generation from wind and solar generally bid into the market at low prices and are typically not 

price setting generators in Queensland. Gas and coal fired generators are more likely to be price 

setting generators. Due to the ongoing conflict in Ukraine, the price of coal and gas has increased, 

which has led to increased costs for these generators.  This has meant that coal and gas fired  

generators have bid into the market at higher prices, resulting in higher energy costs.  
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1.5 Availability of tariffs 

1.5.1 Obsolete tariffs—my tariff is obsolete, what do I do? 

An obsolete tariff means it has been closed to new customers. Existing customers on the tariff 

can continue to access it until they change to another tariff or the obsolete tariff's phase-out 

date is reached. Obsolete tariffs are intended to allow a customer to consider their options and 

transition to another tariff.  

If you are on an obsolete tariff, you should consider other tariffs available to you and contact 

your retailer to choose another tariff. If you do not choose another tariff before the phase-out 

date, you will be assigned by your retailer to another tariff.  

1.5.2 Obsolete tariffs—what is the phase-out date for my tariff? 

The phase-out date for most remaining obsolete tariffs is 30 June 2023.  

Some tariffs (tariffs 50, 62A, 65A and 66A) do not have a confirmed phase-out date as it is 

unclear when the underlying network tariffs will be phased out. These tariffs will remain until 

2025 when the next set of network tariffs will be set. A decision on the phase-out date for these 

tariffs will be made in future.  

You should contact your retailer to confirm what tariff you are on and its scheduled phase-out 

date.  

1.5.3 Obsolete tariffs—tariffs 62A, 65A and 66A have different peak charging windows to 
the other tariffs. They should be changed so they are the same 

Due to recent tariff reforms, there is more consistency in peak charging windows between 

standard retail tariffs.  

The obsolete tariffs have different charging windows because they reflect their original tariff 

structure. These tariffs have been preserved as a legacy tariff to give customers time to assess 

their options and ultimately help them transition to standard tariffs.  

If you want access to those other charging windows, I encourage you to talk to your retailer and 

consider your options under the other tariffs.   

1.5.4 Why won't the QCA introduce a food, fibre and manufacturing tariff / large 
customer consumption tariff? 

In making our determination, we apply the 'n+r framework'. This means we pass through network 

tariffs to the retail-level. All of the standard retail tariffs are based on network tariffs developed 

by the distribution businesses, and approved by the Australian Energy Retailer. We do not create 

retail tariffs that have no underlying network tariff. This ensures that retail tariffs reflect the 

underlying network costs and that the price signals in network tariffs are passed through to retail 

customers.  

More broadly, tariff reforms are based on developing tariffs that are cost-reflective and provide 

efficient price signals to customers. Standard tariffs are also broad-based and not targeted toward 

specific industries or business types.  
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1.5.5 Why won't the QCA introduce an affordable tariff that caps charges at 16c per 
kWh? 

The prices we set are cost-reflective. They reflect both the network costs approved by the 

Australian Energy Regulator, and the retail costs, including wholesale energy costs, determined 

by us.  

The 16c tariff that some stakeholders are proposing would not be cost-reflective. If stakeholders 

are seeking assistance for particular industries, this is best achieved through grants, rebates and 

other support arrangements provided by government, rather than through the design of special 

purpose or arbitrarily capped electricity tariffs.   

1.5.6 Why won't the QCA lower the large customer consumption threshold? 

In Queensland, business customers with annual consumption over 100 MWh are classified as 

large customers. This threshold is set in legislation—being the National Energy Retail Law and 

associated regulations.1  

To change the threshold would require the legislation to be amended. The QCA does not have 

the power to do that. This is a matter for the Queensland Government. 

Regardless of that, changes to the large customer threshold is a policy issue that would require 

consideration of a range of matters, including how changes in tariff eligibility for higher 

consumption customers could impact the network. This is something best considered in its own 

process.  

1.6 Standing offer adjustment / default market offer 

1.6.1 What is the standing offer adjustment? 

As part of our determination, we have to consider incorporating a standing offer adjustment in 

electricity prices for small customers. This is meant to reflect the more favourable terms and 

conditions that apply in standard contracts compared to market contracts. For instance, 

customers on standard contracts can avoid fees and charges that are included in market 

contracts, such as paper bill fees and late payment fees. In addition, retailers cannot change the 

terms (and prices) for standard contract customers as they can with market contract customers, 

which provides more certainty and predictability to standard contract customers.  

We use the fees that small customers in SEQ on market contracts could incur, and which that 

cannot be incurred by a standard contract customer, as a proxy for the value of the standing offer 

adjustment. This year, that amount of avoided fees and charges is $59 and equates to 4.56 per 

cent of a small customer's annual electricity bill.  

Customers should note the standing offer adjustment may be lowered if the prices we set are 

higher than the Australian Energy Regulator's default market offer. We will perform that analysis 

in our final determination.  

For background: 

This year's standing offer adjustment is higher than the 3.7 per cent incorporated into notified 

prices last year. The difference is $7 or 0.86 percentage points.  

1 Section 7 of the National Energy Retail Regulations. Queensland, NSW and ACT use this threshold. SA and 
Tasmania have legislated different consumption thresholds (160 MWh and 150 MWh, respectively). 
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1.6.2 What is the AER's default market offer? 

The default market offer (or DMO) is the maximum price that retailers can charge electricity 

customers on standing offer contracts. The AER determines this each year and it applies to 

residential and small business customers in areas where there is no retail price regulation, such 

as south-east Queensland. The DMO does not apply in regional Queensland, as we (the QCA) 

regulate retail prices in regional Queensland. 

1.6.3 How does the AER's default market offer relate to the QCA's determination? / What 
is the DMO comparison? 

The DMO only applies in areas where there is no retail price regulation, so it doesn't apply in 

regional Queensland.  

However, the Minister's delegation asks us to compare the notified price bill to the equivalent 

DMO reference bill in south-east Queensland. If our price bill exceeds the DMO bill, we must 

consider reducing the standing offer adjustment we include in notified prices.  

As we have been required to release our draft determination around the same time as the AER's 

draft DMO decision, we have not been able to do the DMO comparison yet. We will do this in our 

final determination.  

1.6.4 Why haven't we done the DMO comparison? 

We are required to release our draft determination around the same time as the AER released its 

draft DMO decision. As such, we did not have time to do the DMO comparison. We will do the 

DMO comparison in our final determination. 

1.7 Metering costs for small customers 

1.7.1 Will I pay more now? 

This year, all small customers will pay the same as the Minister requested. As ADM costs are 

included, proportional to the number of customers on ADMs, metering costs will be higher. Type 

6 metering costs (draft ACS metering services costs) for Energex are 11.552 cents/day, while the 

new draft charge for all customers will be 17.59 cents/day—that is, 6.04 cents/day more ($22.06 

per year). 

1.7.2 Will I pay double if I have a controlled load tariff? 

Customers who are on a tariff that combines a primary tariff with a secondary tariff will not pay 

twice as much. ADM costs are included in the metering costs for the primary tariff, and as such, 

all customers will have the same metering costs for the primary tariff. The costs of the secondary 

tariff are based on the ACS metering services charge.  

1.7.3 Why do I need to pay for customers with an ADM? 

The Queensland Government is rapidly advancing its rollout of ADMs. Previously, metering 

charges for small customers with ADMS were based on the cost of standard (type 6) meters in 

SEQ. As more and more customers have an ADM, the Minister asked us to consider how to enable 

retailers to recover costs associated with the provision of all metering services. As customers do 

not choose which meter they have (e.g. old and faulty meters will get replaced by an ADM) the 

Minister considered it important that this is done in a fair and equitable way so that similar 

customers do not pay different amounts simply based on the type of meter they have. 
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1.7.4 How were the new metering costs calculated? 

The direction requires us to base small customer retail metering service costs on: 

• the Energex rate for standard Type 6 small customer metering services

• plus costs incurred by retailers operating in the Energex distribution area for small customer

ADM services

while having regard to the rate of replacement of distributor meters with ADMs. 

We sourced the required data: 

• forecast ADM replacement rate assumptions for 2023–24 in regional Queensland (EQ)

• ADM costs used for the 2022–23 DMO determination (published AER final determination)

• draft ACS metering service charges for type 6 meters in the Energex distribution area (EQ).

We calculated weighted costs by multiplying the expected share of customers with ADMs 

(forecast ADM replacement rate) with the ADM costs the AER used for its 2022–23 DMO 

determination (which we adjusted for inflation up to 2023–24). To this we added the following: 

the share of customers with type 6 meters (calculated as '1 – share of customers with ADMs') 

multiplied by the draft ACS metering service charges for the Energex distribution area. 

It is important to note that we will use updated data and information for our final 

determination. 

1.7.5 How many customers have an ADM? 

*** confidential information used *** Use info from Ergon Energy Retail submission instead: 

'EEQ is committed to the deployment of digital meters in regional Queensland with ~34% of our 

National Meter Identifiers (NMIs) now having a digital meter installed, and a commitment to 

increasing our installation rates.' 

The share during 2023–24 is expected to be higher, as the rollout of ADMS continues. The 

Queensland Energy and Jobs Plan sets a target of 100% penetration of smart meters by 2030.  

[CONFIDENTIAL: We have used forecasts provided by Energy Queensland (42%)—that is, forecast 

digital meter replacement rate assumptions for 2023–24 that were used for the purpose of setting 

the draft 2023–24 network tariffs.] 

1.7.6 Do I need to get an ADM? 

Metering costs will be the same for basic meters and for ADMs. There are detailed provisions in 

the national energy rules that determine what meters can be used. But generally speaking, all 

new and replacement meters will be digital advanced meters.  

1.8 Metering type 4A surcharge 

1.8.1 Why will there be another charge? 

ADMs are generally read remotely, which is more convenient and more cost-effective. However, 

some customers have voluntarily chosen to have the remote communication function of the ADM 

installed at their premises disabled. Reading such meters (referred to as type 4A meters) is more 

costly as they need to be read manually. The Minister explained in his covering letter that setting 

a retail fee for the additional costs of manually reading ADMs will ensure that other customers 

are not paying for those private choices. 
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1.8.2 How can I avoid this new charge? 

It is important to emphasise that this charge will not be paid by everyone. It will only affect a 

relatively small number of customers who have chosen to have the remote communication 

function of their ADM disabled. If you leave the remote communication enabled, you will not pay 

this new charge. 

1.8.3 How did the QCA set this charge? 

The direction asked us to set a retail charge based on Ergon Energy Retail’s averaged costs of 

manually reading a type 4A meter. While we consider this approach appropriate, Ergon Energy 

Retail (EER) informed us that this information is not readily available. We understand that the 

costs to manually read meters may vary from customer to customer depending on geographic 

location, meter accessibility, availability of meter reading staff and other factors. 

We are of the view that manually reading a type 4A meter is an activity similar to a special meter 

read. As such, we are of the view that the AER-approved special meter read fee provides a 

reasonable benchmark for setting the type 4A manual meter read fee. However, we intend to 

consider alternative benchmarks based on available information from EER and/or stakeholder 

submissions. 

1.9 Solar feed in tariff [to cover if we have time] 

1.9.1 Why is the feed-in tariff different to those available in SEQ? 

Customers in the deregulated south-east Queensland electricity market can access a wide range 

of solar feed-in tariffs.  

The solar feed-in tariff rates offered by retailers in SEQ do not necessarily reflect the avoided cost 

of purchasing electricity from the NEM—which is the methodology we are required to use to 

determine the regional solar feed-in tariff.  

Retailers in SEQ use a variety of pricing strategies to balance attracting and retaining customers 

and being profitable.  

1.9.2 Why is the feed-in tariff less than the price I pay for electricity? 

The actual value of electricity generated by solar units is considerably less than the retail price, 

because when retailers source energy from solar customers, they only avoid some of their normal 

business costs. Such as the cost of purchasing electricity from the NEM and the value of energy 

losses.  

Retailers still incur normal business costs, including retail operating costs and network charges. A 

'one-for-one' feed-in tariff would require the retailers to subsidise solar PV customers; and the 

cost of the subsidy would then need to be recovered through higher electricity prices 

1.9.3 Why is the standing offer adjustment not included as an avoided cost? 

The methodology we use to set the feed-in tariff looks at the costs retailers incur to purchase 

electricity in the NEM and out of those, what we consider are reasonable estimates of costs they 

would avoid by sourcing it from solar PV customers.  

The SOA is not a cost normally incurred by retailers purchasing electricity from the NEM. It is 

intended to reflect the value of more favourable terms and conditions attached to standing 

offers, compared to market offers. We do not consider including the SOA in the feed-in tariff as 
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an avoided cost would represent a reasonable estimate of costs that retailers would avoid by 

purchasing electricity from solar customers rather than the grid. 

As part of determining the feed-in tariff, we must ensure that the feed-in tariff we decide does 

not impede the development of retail competition in regional Queensland. Its inclusion would set 

the feed-in tariff above what a reasonable estimate of avoided costs are and may inhibit or 

discourage other retailers from entering the regional Queensland market - as they are required 

to offer the feed-in tariff we set to their solar customers.  

1.9.4 If the cost of energy increased last year, and that is linked to the feed-in tariff, why 
haven't I received a higher rate from last year? 

We are directed to set the feed-in tariff by the Queensland government - this is generally done 

once a year and the tariff applies from 1 July each year. After it was last set, the cost of energy 

increased significantly. It is true that this increased cost of energy has not been reflected in an 

updated feed-in tariff for the current year. However, on the other hand, it is also important to 

note that the higher cost of energy over the last 9 months has also not been reflected in notified 

prices.  

1.9.5 We just spent a lot of money installing solar panels, can you guarantee the feed-in 
tariff won't decrease / change in the future? 

We are directed to set the feed-in tariff by the Queensland government - without the 

government's direction, we cannot set a feed-in tariff. We cannot guarantee we will given the 

task in any given year.  

However, if we were, and we were directed to use the same avoided cost methodology as this 

year, the feed-in tariff we set next year would reflect updated forecasts for energy costs (which 

are the main component of the feed-in tariff). It is very difficult to predict what energy costs will 

be like next year. 

So for those 2 reasons, we cannot offer any guarantees about what the feed-in tariff might be 

next year or any future years.  

1.9.6 I used to get 44 cents from my retailer, and now I don't. 

You need to get in contact with Ergon Distribution and discuss with them why you have lost access 

to the scheme. The Queensland government website also has details on maintaining or losing 

eligibility for the scheme, we can offer you that address after the session if you would like. 

https://www.qld.gov.au/housing/buying-owning-home/energy-water-home/solar/feed-in-

tariffs/solar-bonus-scheme-44c  

1.9.7 I get the 44 cents feed-in tariff and my retailer said it would not offer me its feed-in 
tariff on top of that. 

For regional customers, the feed-in tariff we set is not applicable for customers receiving the 44 

cent feed-in tariff. That means, if you receive the 44 cent feed-in tariff, you will not also get the 

feed-in tariff we set on top.  

For customers in the deregulated SEQ market - it is up to each individual retailer to decide 

whether they pay  their own feed-in tariff on top of the 44 cent feed-in tariff.  
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1.9.8 Why isn't the feed-in tariff set using spot prices or higher during peak periods? 

Spot prices change every 5 minutes and can go from negative $1000 during the middle of the day 

to over $15000 during peak periods. That is a lot of volatility and risk for retailers needing to buy 

electricity for their customers.  

So, to manage that risk, retailers use 'hedging' strategies to lock in agreed prices with generators 

for electricity. Hedged wholesale energy costs represent a reasonable estimate of the direct 

financial costs that a retailer avoids when it on-sells exported electricity from its solar PV 

customers to other customers 

So, that is why we use the ‘hedged’ wholesale energy cost estimates, and not spot prices, to set 

the solar feed-in tariff.  

1.9.9 Ergon said they wouldn't allow me to connect my solar system to the grid. 

Before Ergon Retail can offer you a feed-in tariff, Ergon Distribution must agree to connect your 

solar system to the grid and allow you to export electricity. Sometimes Ergon Distribution will 

assess that the network in your area is not capable of supporting more solar PV and won't allow 

new connections. This is an issue you need to discuss with Ergon Distribution.  
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INFORMATION SESSION RUNSHEET 

1.1 N+R cost build-up methodology 

(1) This year, the Minister asked us to use the network plus retail (or N+R) cost build-up methodology

to set notified prices. This is the same approach we have used in previous years.

(2) Under this approach, the:

(a) N component (or network costs) are treated as a pass through - that is, , we pass through

the network prices and tariff structures approved by the Australian energy regulator…

(b) R component (which consist of the retail and energy costs) is determined by us

(c) Other costs and adjustments which we also calculate.

(3) Under this approach the underlying network prices as the basis for setting the retail tariffs, then

the other cost components are added on to build-up the total notified price.

(4) The bar chart shows how the components contribute to a typical customer bill this year… as you

can see energy costs are the largest component of the bill, followed by network costs, with retail

and other costs making up the remainder.

(5) the approaches we have used to set these costs is largely consistent with the past determinations,

so this is likely to be familiar to those of you familiar with our past determinations and approaches.
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1.2 Network costs slide 

• First component is network costs, which relate to the costs for transmission and distribution

of energy – the 'poles and wires' so to speak.

• We have used the same approach this year to set network costs, where the N component is

treated as a pass through … so we pass through network prices that are approved by the

Australian Energy Regulator (or AER).

• Consistent with the UTP, we have used the Energex network prices for small customers; and

for large customers the network prices for the lowest cost Ergon region connected to the

NEM.

• As you can see, this year network costs are increasing for all customers - by around $22-$35

for small customers and … $550 for large customers. -

• As the AER has yet to approve network pricing for the next financial year, we have used draft

network prices supplied to us by Energy Queensland. We intend to use finalised and AER

approved network prices for our final determination, subject to availability of course.
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1.3 Energy costs slide 

• Main driver of high costs

• the key component - wholesale energy costs -

• To estimate costs, we use a market hedging approach, which estimates the costs retailers

face in the NEM.

• Estimating energy costs is quite complex, but generally it involves estimating the costs a

prudent retailer would face from forward purchasing energy contracts in the NEM for the

bulk of their requirements, as well as some spot market costs.

• information that is public information, including on spot prices and futures contracts traded

in the ASX.

• We have taken into account government price caps - which I'll discuss next.

• Draft wholesale energy costs are expected to increase for both small and large customers:

− The market conditions have been volatile due to

○ higher coal and gas prices. This has been caused by international factors, such as the

war in Ukraine and energy sanctions. Domestic factors have also been at play, such as

uncertainties around the availability and reliability of coal-fired power plants and their

impacts on the supply-demand balance in Queensland.

○ Temporary price caps on coal and gas prices have now been put in place by

government and we have seen recent falls in energy prices. But a substantial portion

of costs have already been locked in by retailers through their hedging activities.

• For the draft determination, we used data up until January 2022 - to account for the most

current developments while still publishing on time.

• For the final, we will use ASX data up until late April early May to estimate costs.
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1.4 Impact of government price caps slide 

• This chart shows the what has happened in the contract market since January last year

• Red line… shows the movement of the trade in Queensland ASX base contract prices over

time

• Purple bars shows the volume of energy contracts traded

• Grey line near end - marks the date of when the government price caps were introduced–

early Dec 2022–

• Chart goes out to 20 January - which is the cut-off date for contract data that we used in our

draft determination.

• As you can see, majority of the volume was traded before our data cut-off.

• Important - grey line

• Price caps have been put in place on coal and gas prices. We have seen recent falls in energy

costs but substantial portion of costs have already locked in by retailers through their

hedging activities.

• Late last year, the Australian Government partnered with the states and territories on an

Energy Price Relief Plan. Part of this plan was the introduction of temporary price caps on

coal and gas prices.

• We will use updated data in our final determination so wholesale energy costs may change.
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1.5 Retail costs slide 

• Retail costs include the costs a retailer incurs to run its business and look after its customers.

• This year, we used the same approach to set retail costs as that used in the past - we used

the established benchmark allowances, adjusted for CPI.

− We established the benchmark allowances some time ago.

− For small customers - Uses market offers in SEQ which is available publicly, then - by

deducting the network and energy costs from the total retail tariffs, the retail costs can

be derived (and benchmarked). We did a detailed review of these a few years ago and

updated the small customer retail allowances to take account of updated market data

− For large customers we used the existing benchmark established (in 2016-17).

• This year retail costs are increasing for customers.

• Metering

− The main change this year is that retail costs for small customers now include metering

costs, which the Minister asked us to include in retail costs this year.

− These metering costs were previously paid by customers as a separate item on your bill,

but now they are incorporated into retail costs, which form part of the tariff price.

− The metering costs also include additional costs associated with digital meters

• Anything on excess margins (assumes that market is not effectively competitive). The

number of retailers and market offers indicate the market is likely to be pretty competitive -

and therefore retailers generally not include excessive margins (otherwise would be put out

of business).

• For retail costs, took into account discounts in retail market offers (i.e. took them off).
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1.6 Other adjustments slide 

• These adjustments are matters that we are required to consider under the pricing

framework.

• The first is the standing offer adjustment - which is the adjustment the Minister asks us to

include in small customer notified prices to reflect the costs and benefits associated with

standing offer contracts in SEQ (given the UTP)

• We have incorporated an adjustment of 4.56% (or $59) into small customer prices

• Similar to previous years, we used an avoided cost method to estimate the SOA - that is, we

looked at the potential fees customers on market contracts could incur in SEQ, that would

not be incurred on a standard contract.

• We use this as a proxy for the additional value the terms and conditions contained in

standing offers provide to customers.

• You will also see the small-scale renewable energy scheme costs. I won't go into too much

detail on this, other than to say these costs will be reduced this year to account for an over-

recovery last year.

• This can occur because these costs are settled at the end of the year, whereas we must

make our decision mid-year, so we make adjustments to account for differences between

the costs we used in our decision and the actual costs set after our decision was made.

•
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1.7 Two new time-of-use tariffs slide 

• The Minister asked us to develop two new tariffs this year for small customers.

• These are time of use tariffs that have different charges based on whether you use electricity

during the peak or non-peak periods.

• The new tariffs are based on existing time of use tariffs, but with stronger price signals and

are meant to encourage customers to use more energy during the (when renewable energy

generation is high and network utilisation is low).

• For these tariffs, we use the same network costs as those used in existing tariffs, but then set

the energy costs to provide the stronger price signals.

• So if you can shift your consumption to during the day or in the overnight period, you could

save money compared to a flat rate tariff, where usage charges are the same across the

whole day.

• You can see this difference in rates on the charts - where the rates are higher in the peak

periods and lower in the day and night (the non-peak periods).

• There was some discussion in subs around these tariffs - particularly around how it might

provide incentives for customers with electric vehicles to be charged during the day.

• While that is true, these tariffs can be used for any consumption - you don't need to be an

EV owner - any customer that can access the existing time-of-use tariffs can access these

new ones.

•
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• 

1.8 Way forward slide 

• Thank you for joining us today and participating in the information session. Hopefully this

session has provided you with a better knowledge of the draft determination and prices,

including explaining why prices and increasing this year and the main reasons for this.

• We are particularly keen to hear from stakeholder comments about the new tariffs.

• Submissions are due 14 April and we expect to have the final report published by the end of

May. Submissions can be uploaded to our website using the submissions tab on the home

page.

• If nothing further - thank you!
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Energy costs 
Energy costs for all customer groups were are estimated to increase, primarily driven by higher wholesale 
energy costs (Table 2). 

Table 1 Energy costs, 2022–23 and 2023–24 (excl. GST) 

Customer group Main retail tariff 2022–23 Final 2023–24 Draft Change from 2022–23 Final 

$/MWh $/MWh % 

Energex (Small Customers) Tariffs 11, 20 $125.01 $190.21 $65.20 52.2% 

Energex CLP 9000 Tariff 31 $107.77 $126.77 $19.00 17.6% 

Energex CLP 9100 Tariff 33 $113.09 $133.02 $19.93 17.6% 

Ergon (Large Business) Tariffs 44, 45, 46 $113.28 $146.65 $33.37 29.5% 

Wholesale energy costs 
The level of wholesale energy costs is determined by the prevailing market conditions in the NEM and 
relevant financial markets. Our approach in estimating wholesale energy costs is designed to closely 
reflect these market dynamics, which are best approximated by publicly available prices and trade 
volumes of ASX contracts. 

In practice, retailers adopt a range of hedging strategies to manage spot price volatility within the NEM1, 
including through the purchase of ASX contracts. Generally, the purchase of ASX contracts enables 
retailers to lock in a price, or a maximum price (in the case of cap contracts), at which a given volume of 
electricity will be transacted at a future date. Therefore, ASX contract prices incorporate market 
participants' expectations of future spot prices. 

1.1.1 Key drivers 

Compared last year's estimates, wholesale energy costs are estimated to increase for all customer groups 
(Table 3). These changes in costs reflect a significant increase in the trade-weighted prices for ASX base 
and cap contracts (Table 4). The increase in ASX contract prices is driven by market participants expecting 
higher future spot prices and greater price volatility, which is likely due to: 

• higher gas and coal prices. Thermal generators have been facing higher fuel costs due to the war in
Ukraine and energy sanctions imposed on Russia (a major global oil, gas and thermal coal producer).
These developments have added further uncertainty to energy markets already impacted by global
supply constraints2 (due to the covid-19 pandemic), which led to high and volatile gas and thermal coal
prices (Figures 1 and 2)

• uncertainties associated with the availability and reliability of coal-fired power plants and their impacts
on the supply–demand balance in the Queensland NEM region. For example, Kogan Creek began a
scheduled outage in September 2022 for a major overhaul and its return to service was delayed for
more than a month due to unforeseen additional repairs required.3 Further, Callide C (unit 3) suffered
from a forced outage since October 2022. Callide C's operator (CS Energy) initially advised that the unit

1 The NEM is a volatile market where spot prices are settled every 5 minutes and currently can range from –
$1,000 to $15,500 per megawatt hour (MWh). 

2 See Bloomberg, Commodities soar as war builds anxiety over supply shortages, accessed in January 2023. 
3 See CS Energy, Kogan Creek power station overhaul extended, accessed in January 2023.  
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was expected to return to service in February 2023 but this timeframe was later revised to May 2023.4 
CS Energy also delayed the return of service of Callide C (unit 4) from April to May 2023.5 These 
outages have reduced the average available capacity by around 864MW in Q4 2022.6  

Our wholesale energy cost methodology also incorporates the potential impacts of temporary price caps 
for gas and coal, which were implemented by Commonwealth and Queensland Governments in 
December 2022 (see section 1.1.2 for more information).  

Table 2 Wholesale energy costs, 2022–23 and 2023–24 (excl. GST) 

Customer group Main retail tariff 2022–23 Final 2023–24 Draft Change from 2022–23 Final 

$/MWh $/MWh % 

Energex (Small Customers) Tariffs 11, 20 $94.93 $157.99 $63.06 66.4% 

Energex CLP 9000 Tariff 31 $78.80 $98.65 $19.85 25.2% 

Energex CLP 9100 Tariff 33 $83.78 $104.49 $20.71 24.7% 

Ergon (Large Business) Tariffs 44, 45, 46 $84.61 $118.74 $34.13 40.3% 

 

Table 3 Queensland trade-weighted ASX contract prices 

Contract type Quarter 2022–23 Final 2023–24 Draft Change 

$/MWh $/MWh % 

ASX base contract Q3 $58.31 $102.26 $43.95 75.4% 

Q4 $59.76 $90.28 $30.52 51.1% 

Q1 $78.22 $114.08 $35.86 45.8% 

Q2 $57.43 $84.11 $26.68 46.5% 

ASX cap contract Q3 $13.32 $18.59 $5.27 39.6% 

Q4 $15.04 $21.67 $6.63 44.1% 

Q1 $29.53 $36.03 $6.50 22.0% 

Q2 $8.31 $14.72 $6.41 77.1% 

Source: ASX Energy. 
Note: To calculate the trade-weighted ASX contract prices for 2023–24 draft determination, we have used contract prices 
and volume of contracts and exercised options traded until 20 January 2023 inclusive. Such an approach takes into account 
the most current information (including developments over the potentially volatile summer period), while still meeting our 
draft determination timeframe. 

 

4 See CS Energy, Updated return to service date for Callide C units, accessed in January 2023. 
5 Callide C (unit 4) has been unavailable since May 2021 following a major explosion. See CS Energy, Updated 

return to service date for Callide C units, accessed in January 2023. 
6 AEMO, Quarterly Energy Dynamics Q4 2022, January 2023. 
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Figure 1 Newcastle thermal coal export prices 

Source: Bloomberg Intercontinental Exchange (ICE). 

Figure 2 Asian liquefied natural gas (LNG) prices 

Source: Bloomberg Intercontinental Exchange (ICE). 

1.1.2 Government intervention 

In December 2022, the Australian Government partnered with the states and territories to introduce an 
Energy Relief Plan with measures to address high energy costs. Key aspects of this plan include temporary 
price caps for gas and coal, which are key input costs for thermal generators. Under this plan, wholesale 
gas and coal prices for electricity generation would effectively be capped at $12/GJ and $125/tonne 
respectively (for at least 12 months).  

Our wholesale energy cost methodology captures the potential impacts of these caps through our spot 
price analysis and the incorporation of ASX contract prices (until 20 January 2023 inclusive). Importantly, 
the ASX contract prices reflect, to date, the market participants’ views of the potential impacts of these 
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temporary price caps on the NEM. The potential effects of these caps are best illustrated using the price 
and trade movement of ASX base contracts for the summer quarter for 2023–24, i.e. Q1 2024 (Figure 3).  

As shown in Figure 3, prior to the war in Ukraine intensifying in late February 2022, ASX base contract 
prices for Queensland (Q1 2024) averaged around $67/MWh. From then on, these contract prices have 
increased substantially, reaching a record high of approximately $243/MWh in late October 2022 before 
declining to around $150/MWh prior to the government intervention in early December 2022. Since the 
commencement of the temporary price caps, these contract prices have decreased further, fluctuating 
between $113/MWh and $137/MWh.  

However it is important to note that, in practice, retailers manage their spot price risk by locking-in a price 
(or a maximum price7) in advance for part of their electricity requirements via trading in ASX contracts. In 
other words, retailers have already locked-in a portion of their costs for 2023–24 prior to the 
commencement of the temporary price caps. This market dynamic can be demonstrated using the 
movement in trade volume for the ASX base contracts (Q1 2024), where approximately 91% of the 
contracts traded were locked-in before commencement of the price caps. This means that only 9% of ASX 
contracts traded were influenced by the price caps (Figure 3).  

It is expected that the temporary price caps would put downward pressure on the trade-weighted ASX 
contract prices (and in turn wholesale energy costs) as more ASX contracts are traded while the price caps 
are in force. For our final determination, we will use ASX data until late April/early May 2023 to estimate 
contract prices. 

Figure 3 Queensland ASX base contract 2023–24 (Q1 2024) 

Source: ASX Energy and QCA analysis. 

7 Retailers can lock in the maximum price for future electricity purchases by trading in ASX cap contracts. 
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1.1.3 Methodological refinement—wholesale energy costs 

To better reflect the latest market developments, we have also refined our wholesale energy cost 
methodology by: 

• incorporating demand profiles of smart meters to better approximate the consumption pattern of
electricity. Since the introduction of the AEMC's Power of Choice reforms8 in 2017, installations of new
rooftop solar PV would involve an upgrade of meters (from accumulation to smart meters). This means
that the demand profiles based on only accumulation meters (i.e. the net system load profiles (NSLPs))
would likely misrepresent the consumption pattern of electricity. This is because the reduction in day-
time demand due new rooftop PV output would be captured by smart meters instead of accumulation
meters (and by extension the NSLPs).

To address this issue, we have combined the relevant smart meter profiles with the NSLPs when
estimating wholesale energy costs. This is consistent with what retailers do, in practice, when
developing their hedging strategies. Based on informal discussions, retailers in south east Queensland
advised that they would not distinguish between customers with different meter types but would
combine the profiles for smart and accumulation meters (for a specific customer group) when
undertaking hedging activities.

• improving our estimation of the costs that retailers faced when trading in ASX options to manage spot
price volatility. Our initial approach to estimating ASX contract prices includes options traded by using
a simplified approach, where options were approximated using the volume of options traded and ASX
daily settlement prices for base contracts.

However, recent market volatility has prompted us to consider refining this approach. To reflect the
costs of trading in options more accurately, we have incorporated the:

− strike prices of call options9 exercised

− premiums of call options exercised and expired

− trade volume of call options exercised and expired.

Other energy costs 
Compared to the estimates from last year, we estimated that: 

• LRET costs would increase—driven by an increase in the forward prices of large-scale generation
certificates due to higher voluntary demand for these certificates

• SRES costs would decline—driven by a decline in the estimated number of small-scale technology
certificates retailers are required to purchase

• NEM fees would increase—reflecting an increase in costs related to operating the NEM, including the
costs associated with the five-minute settlement reform and the integration of distributed energy
resources

8 As part of this reform, the AEMC implemented rule changes to facilitate a market-led deployment of smart 
meters across the NEM. Among other things, these rule changes required that, from 1 December 2017, all 
new and replacement meters for small customers to be smart meters. 

9 In this context, call options are a type of financial derivative that gives the holder the right, but not the 
obligation, to purchase (exercise) ASX base contracts at a predetermined price (known as the "strike price") 
and volume. In exchange for this right to exercise, the holder (buyer) will pay a premium to the seller of the 
call option (regardless of whether the holder chooses to exercise the option).  
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• ancillary services charges would decrease—due to lower costs for frequency control ancillary services
(FCAS) in Queensland. The completion of upgrades for the Queensland to New South Wales
interconnector (QNI) in June 2022 has reduced the need for local supply of FCAS in Queensland.

• prudential costs for small customers would increase—driven by elevated contract prices, greater
expected price volatility in the NEM and the shape of the relevant demand profile becoming 'peakier'
(due to a due to a substantial uptake of rooftop solar PV, which decreased daytime demand but had
limited effect on the evening peak demand)

• prudential costs for large customers would decrease—primarily due to the shape of the relevant
demand profile becoming 'flatter' over time (with more electricity consumed during the off-peak
daytime period, instead of during the evening peak period)

• Reliability and Emergency Reserve Trader (RERT) costs would decline—driven by fewer activations of
the RERT to assist with power system management (excluding RERT activations during events in June
2022, see June 2022 events)

We have also estimated the costs associated with market events in June 2022 using the latest data from 
the AEMC and AEMO. These include the RERT costs and compensation costs published by the AEMC and 
AEMO to date. The compensation costs are in relation to the trigger of the administered price cap and 
suspension of the wholesale market by AEMO (from 15 to 24 June 2022). 

Table 4 Other energy costs, 2022–23 and 2023–24 (excl. GST) 

Cost component 

20221–232 
Final 

20232–243 
Draft Change from 20221–232 Final 

$/MWh $/MWh % 

Large-scale Renewable Energy Target (LRET) $5.00 $7.19 $2.19 43.8% 

Small-scale Renewable Energy Scheme (SRES) $10.90 $6.86 –$4.04 –37.1%

NEM Fees $1.13 $1.15 $0.02 1.8%

Ancillary Services $1.42 $0.60 –$0.82 –57.7%

Prudential Capital (Small customers) $2.55 $3.24 $0.69 27.1%

Prudential Capital (Large customers) $2.10 $2.00 –$0.10 –4.8%

Reliability and Emergency Reserve Trader (RERT) $1.01 $0.01 –$1.00 –99.0%

June 2022 market events $0.00 $0.89 $0.89 —
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Regulated retail electricity prices 2023–24 
Regional Queensland 

Draft determination
8 March 2023
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Expected customer bill impacts

Bills are expected to be higher for all customers in 2023–24 largely due to an increase in 
estimated energy costs and, to a lesser extent, increases in other cost components:

▪ Tariff 11—Residential: expected to increase by 28.9%

▪ Tariff 20—Small business: expected to increase by 26.1%

▪ Tariff 44—Large business: expected to increase by 12.2%. Prices do not increase as much for large
customers due to the smaller increases in wholesale energy costs (as a result of flatter consumption profiles
compared to small customers, which is less expensive to hedge).
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Drivers of increased prices

Energy costs are the main driver for price rises this year, with a substantial increase 
in wholesale energy costs, primarily due to:

▪ higher coal and gas prices, impacted by the war in Ukraine

▪ uncertainties associated with the availability and reliability of coal-fired power
plants.

Recent price caps (on coal and gas) have been incorporated, but the majority of 
wholesale costs were already locked in by retailers before the introduction of the 
caps (see next slide).

Retail costs are higher because they now include the costs of metering services (for 
small customers).

Network costs are higher based on draft network prices from Energy Queensland.

Other costs are increasing for small customers as the standing offer adjustment is 
calculated as a percentage of the total costs (as identified above). 
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Impact of price caps

Retailers manage their spot price risk by locking in a price in advance 
for part of their electricity needs by purchasing ASX contracts.

Queensland ASX base contract 2023–24 
(Q1 2024)
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Changes between draft / final

Prices may change between our draft and final determinations due to:

▪ updated network prices—for the final determination, we will use updated
network prices.

▪ updated ASX market data for the estimation of wholesale energy costs—
the draft determination includes ASX data up until 20 January 2023 but we
intend to use ASX data until late April/early May 2023 for the final
determination.

▪ the AER’s 2023–24 default market offer for south-east Queensland—for
our final determination, we will do a comparison with the AER’s DMO
reference bill to assess whether the standing offer adjustment needs to be
adjusted (which would have a flow-on effect on final notified prices).

▪ changes in other costs—other costs will be updated for our final
determination if more up-to-date information becomes available, including
metering costs and costs associated with the June 2022 market events.
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Price increases over time 

Real and nominal (CPI) annual notified price bills 
(T11, including metering costs)

Bill comparisons—SEQ and notified prices 
(T11)

❑ Average SEQ market offers increased by 27% (Jun to Sept Qtr 2022),
exceeding the SEQ standing offer (AER)

❑ Recently, Energy Australia announced out of cycle rate increase

from 1 March 2023

Notes: Bills based on a median consumption of 4,468 kWh per year. Terms and conditions may 
vary for offers in SEQ.
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Short to medium term outlook

Beyond the 2023–24 notified prices, the outlook remains uncertain due to a 
number of factors:

▪ Government intervention—temporary price caps on gas and coal in place;
further intervention possible (e.g. pending mandatory code of conduct for
domestic gas producers). Nature and impact of such interventions unclear.

▪ Reforms—broad range of reforms taking place right across the NEM, with a
range of consequences and potential implications for electricity prices.

▪ World events—the continuation of the war in Ukraine and other world
events that impact input costs (such as coal and gas prices) will contribute to
uncertainty in energy markets.

▪ Network price review—AER-approved network prices are used to determine
network costs for notified prices. The outcomes of the AER’s review of the
network prices for Energex and Ergon Energy network businesses for the
2025–30 period are not expected until April 2025.
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Price increases over time (WPI) 

Real and nominal annual notified price bills 
(T11, including metering costs)

Notes: ABS used for WPI data until June 2022. QCA staff estimated WPI for observations after 
June 2022, based on available RBA forecasts.
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