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Dear TceSsurer

Third report on the ACCC's monitoring activities in tne September 2014 quarter
to assess the general impact of the carbon tax scheme and the effect of the
carbon tax repeal

On 18 February 2014, pursuant to section 95ZE of the Competition and Consumer
Act 2010 (CCA), you gave the Australian Competition and Consumer Commission
(ACCC) a Direction to undertake formal monitoring of the prices, costs and profits
relating to the supply of regulated goods by corporations and the supply of goods by
liable entities in order to assess the general effect of the carbon tax scheme in
Australia (the Direction).

In accordance with the Direction, the ACCC is required to report to you on its
monitoring activities within 28 days of the end of each quarter of each financial year.

Please find enclosed a copy of the ACCC's third report which provides information
about both the ACCC's monitoring of the impact of the carbon tax scheme in
accordance with the Direction and the ACCC's monitoring of the effect of the carbon
tax repeal for the September 2014 quarter.

Passing through cost savings

The ACCC is aware of many examples of pass through of cost savings due to the
repeal of the carbon tax in different sectors and has generally observed entities
acting quickly to remove carbon tax cost components from prices. In the retail
electricity sector and natural gas sector, the range of estimated average annual cost
savings due to the repeal of the carbon tax has been significant.

In the synthetic greenhouse gas sector, some suppliers have reported to the ACCC
actual or expected price reductions due to the carbon tax repeal. The ACCC will
continue to engage with suppliers in this sector to understand better the impact of the
repeal on their costs to ensure cost savings have been passed through.

In the landfill sector, there were 23 liable entities that operated a landfill and charged
gate fees with a carbon tax cost component. These entities have now removed this



charge, leading to reductions in gate fees with an average reduction of $17.12 per
tonne.

Although the conduct of local councils concerning the settling of their rates is not
subject to the carbon tax provisions or other provisions in the CCA, the ACCC is
aware that at least 13 local councils that are not liable entities have made public
statements about the removal of carbon tax costs from their rates and charges, with
rate payers seeing savings ranging from $7.00 to $38.48 for 2014/15. The ACCC is
also aware that at least nine local councils that are liable entities have made public
statements about the removal of carbon tax costs from their rates and charges, with
rate payers seeing savings ranging from $8.17 to $45.00 for 2014/15.

Businesses in the remaining industries under assessment - manufacturing, liquid
and gaseous fuels, explosives and transport have indicated that where the prices
contained a carbon tax cost component this will be, or has already been removed.

Carbon Tax Repeal and the Carbon Tax Price Reduction Obligation

Following the commencement of the carbon tax repeal legislation on 18 July 2014,
the ACCC issued 244 carbon tax removal substantiation notices to electricity retailers
that sell electricity to electricity customers, natural gas retailers that sell natural gas to
natural gas customers, and bulk SGG importers that sell synthetic greenhouse gas to
synthetic greenhouse gas customers, pursuant to section 60FA of the CCA.The
ACCC subsequently received responses to all 244 notices.

The ACCC also received 244 carbon tax removal substantiation statements from the
same groups of suppliers, pursuant to section 60FD of the CCA and an additional 39
carbon tax removal substantiation statements from entities which the ACCC did not

consider to be covered by the substantiation statement provision but who provided in
the abundance of caution. The ACCC will engage with entities where necessary to
supplement the information available to it.

The information gathered from the responses to the substantiation notices, the
substantiation statements and through the ACCC's other information gathering tools
will assist the ACCC in determining whether suppliers of regulated goods are passing
through all carbon tax cost savings and whether businesses are making accurate
representations about the effect of the carbon tax repeal or the carbon tax scheme.

The ACCC's future activities

The ACCC is continuing to assess the responses to the substantiation notices and
the substantiation statements. Whilst all notices were responded to, the level of detail
provided varied significantly between responses and in some was disappointingly
low.

Where the ACCC believes that an entity provided insufficient information, it will be
seeking further information to enable the ACCC to test the claims being made by
entities in their responses to the substantiation notices and their substantiation
statements, to assess whether all carbon tax cost savings have been passed
through.

The ACCC will continue to seek information from suppliers of regulated goods and
businesses in other industries, including landfill, manufacturing, liquid and gaseous
fuels, explosives and transport, to assess that any carbon tax cost component that
was passed through to consumers has been removed. The ACCC will also monitor



complaints made to the ACCC in relation to other any industries or specific
businesses, and investigate these complaints as appropriate.

In accordance with section 60J of the CCA, the ACCC will report to you on its
operations under Part V of the CCA in the December 2014 and September 2014
quarters within 28 days after the end of the December 2014 quarter.

I can be contacted on (02) 6243 1131 should you wish to discuss.

Yours sincerely
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Rod Sims
Chairman


