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C&I ELECTRICITY COST DRIVERS

4Source: ACCC Final Report – Retail Electricity Pricing Inquiry, June 2018
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Figure 1.30: Change in average C&I customer effective prices (c/kWh) from 2007–08, NEM-wide, real 
$2016–17, excluding GST
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of component

Component 
increases as a 
share of total 

growth

Network 3.5 5.5 2.0 57% 35%

Wholesale electricity 5.7 8.3 2.6 45% 45%

Environmental 0.3 1.5 1.2 424% 21%

Retail costs 0.1 0.2 0.1 114% 2%

Retail margin 0.4 0.3 –0.1 –34% –2%

Total cost stack 10.0 15.7 5.8 58% n/a

Source: ACCC analysis based on retailers’ data.

1.2 Cost stack components
In this section, we examine the impact of each cost stack component on the overall residential bill from 
2007–08 to 2017–18, using data provided by the retailers. We provide an in-depth examination of each 
cost stack component in subsequent parts of the report.

1.2.1 Wholesale
Retailers purchase electricity from generators through the NEM wholesale market at the current spot 
price, but manage the price risk of the fluctuating spot price through a variety of hedging instruments 
or vertical integration into generation. The wholesale cost of electricity is the cost that a retailer incurs 
to purchase electricity from the NEM and manage the associated risk.

Retailer cost information provided to the ACCC shows that on a NEM-wide basis, wholesale costs 
accounted for 34 per cent of the retailer cost stack in 2017–18.

Wholesale costs have been a significant driver of electricity bills over the last two years in all regions.

Wholesale costs decreased by varying degrees in each NEM region in 2014–15 as a result of revoking 
the carbon price on 1 July 2014. This resulted in a two-year period of lower wholesale costs before they 
increased again in 2016 –17.

Figure 1.31 shows how wholesale costs per customer for an average residential bill from 2007–08 to 
2017–18. Figure 1.32, which controls for reductions in average electricity usage, shows that the effective 
price of wholesale electricity has increased over time. Figure 1.32 is highly correlated to figure 1.33, 
which shows the wholesale spot price in each jurisdiction over time.



ELECTRICITY MARKET PRIORITIES

• Develop a lasting energy and climate change policy that decreases risk of 
participation/investment.  A future NEG could still meet this objective.
• End the ”climate war”.  EUAA accepts the science of climate change and a 

credible yet balanced response must be part of a lasting energy strategy.
• Ensure policy and regulatory reform focusses on the National Electricity 

Objective (NGO) where the interests of consumers are paramount.
• Keep pressure on network service providers, regulators and governments to 

ensure efficient consumer outcomes are achieved, including avoidance of “gold 
plating” of networks and appropriate risk and cost sharing arrangements.
• Move the discussion from LCOE to total system costs to understand the full cost 

of the energy transition.  
LCOE + System Balancing + Network Augmentation = Total System Cost

• Focus efforts on smoothing the transition.
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A CONSUMER FIRST RESPONSE

• It is our contention that:
– Historically, policy and regulatory change has been driven by regulators and energy 

market participants, not consumers.
– An often ignored goal of the the National Electricity Objective (NEO) is for the market 

to act “the long-term interests of consumers”. 
• We need a consumer first approach that asks:
– What do consumers need and/or value the greatest?
– What are the barriers (information asymmetry, regulation, market structure) that 

need to be addressed to facilitate greater consumer participation in energy markets?
– How do we create an environment where consumers feel confident to make long 

term investment decisions? 
• Increasing competition isn’t just about getting more people selling, but 

empowering consumers to act independently in ways that are wholly in their 
interest.
• Encouraging demand response and energy efficiency should be a priority.

6



THE ENERGY USER BUSINESS CASE

• Competition for capital is intense; numerous investment opportunities.

• Normally, energy efficiency and productivity are in the overall “cost reduction” 
bucket of investment opportunities.

• For many businesses, energy efficiency and productivity are still the new kids on 
the block where the benefits appear uncertain; as opposed to automation of a 
process that reduces staff costs.

• To overcome this:
– Ensure you are speaking with the right person or persons who understand both the 

physical and financial aspects of the proposal.

– Start with smaller opportunities to demonstrate proof of concept and build trust.

– Create multiple value streams to increase NPV and improve internal competitiveness 
of the investment; VCR, dispatchability/flexibility/controllability.

– Understand the customers investment cycle; you may need to be in for the long-haul.

– Help them engage with government support.

• Don’t assume the introduction of a carbon price makes the business case 
“obvious”.
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THANKYOU
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http://www.euaa.com.au/

