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The intent of economic regulation of monopolies is to 

best serve the long-term interests of end-consumers 

(LTIC). For example, the National Electricity 

Objective is to ‘promote efficient investment in, and 

efficient operation and use of, electricity services for 

the long term interests of consumers of electricity …’ 

(National Electricity (South Australia) Act 1996 (SA), 

s. 7).  The ACCC and AER (2013) state that they aim 

to ‘deliver network regulation to promote competition 

and meet the long-term interests of end-users’.  

However, current regulatory practice falls well short 

of this intent.  While some of the shortfall is 

inevitable, much is not.   

As economists agree that competitive markets 

maximise economic efficiency (which is closely 

aligned with LTIC – see Kerin 2012), section 1 

provides a brief overview of competitive markets.  

Section 2 asks: if an efficient ‘negotiated contract’ 

(ENC) that would best serve the LTIC could be struck 

with a monopolist, what would it look like?  Section 3 

compares current regulatory practice with an ENC 

and considers why they are so different. Section 4 

considers possible concerns about potential reforms.  

Finally, section 5 summarises key regulatory reforms 

that would help better serve the LTIC.  For ease of 

exposition, an electricity network is used to illustrate.  

However, the reasoning and conclusions are 

generally applicable to regulated businesses. 

Competitive Markets 

As network businesses are, by nature, asset-
intensive, consider how competitive asset-intensive 
markets work. 

Overall Efficiency 

It is well-known that, in the absence of market 
imperfections, competitive markets maximise net 
social benefit (NSB), defined as the present value 
(PV) of the gross value that consumers derive from 
products less the PV of all costs incurred in their 
provision.  Efficiency is maximised in all its 
dimensions: allocative (resources and outputs are 
allocated to their highest value uses); technical (costs 

are minimised) and dynamic (productivity growth is 
maximised). 

Specific Market Outcomes 

Competitive markets maximise NSB because they 
facilitate efficient outcomes on multiple dimensions: 
capacities, prices, quantities and costs.  For brevity, 
other dimensions such as product quality (network 
reliability) are not considered. 

Capacities optimise the trade-off between customer 
value and cost: suppliers invest in capacity until the 
expected incremental revenue (which reflects the 
marginal value to consumers) is equal to the long-run 
marginal cost (LRMC) of incremental capacity.  At 
any point in time (with given capacities), product 
prices and quantities are determined where the 
marginal value to customers of incremental quantity 
is equal to the short-run marginal cost (SRMC) of 
providing it.  Competition ensures that costs are 
efficient.  

Risk Allocations 

These efficient outcomes are facilitated by the ways 
in which competitive markets, as if by invisible hand, 
allocate risks to align all parties’ interests with the 
public interest.  

Changes in underlying market conditions are 
reflected in shifts in demand, SRMC and/or LRMC.  
In general, consumers are exposed to upwards price 
risks and suppliers to downwards price risks.  
Suppliers also bear quantity (demand) risks. 
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However, in some asset-intensive industries in which 
suppliers make large customer-specific investments 
(such as coal-mining), suppliers and customers 
frequently enter into long-term contracts – often 
before suppliers make their investments.  In part, this 
is to protect suppliers against customers 
opportunistically demanding low prices once 
suppliers’ investments are sunk.  Customers willingly 
commit to long-term contracts because suppliers may 
not invest otherwise.  

As well as helping to ensure efficient investment in 
capacity, well-designed long-term contracts contain 
mechanisms that help ensure efficient prices.  For 
example, contracts for coal and other commodities 
have long contained flexible price-adjustment 
mechanisms (see Joskow 1988), which typically tie 
prices to observable spot market price benchmarks.  
If market conditions change – that is, demand, SRMC 
and/or LRMC shift – prices adjust.  Such 
mechanisms provide both parties with ‘enough 
flexibility to facilitate efficient adjustment to changing 
market conditions’ (Joskow 1988, p. 51).  As 
Goldberg and Erickson (1987, pp. 387-388) explain, 
a price-adjustment mechanism not only ‘gives the 
parties the proper short-run price signals’, but also 
reduces incentives for post-contracting opportunism 
(including breach of contract), which is in both 
parties’ interests.  

In such industries, customers may voluntarily agree 
to share quantity risks.  Coal contracts often include 
‘take-or-pay’ provisions.  This may be efficient if 
customers can predict their future demands better 
than suppliers.  

All other risks – those that may affect profits but do 
not shift demand: SRMC or LRMC – are borne by 
suppliers, unless buyers specifically agree to share 
them. 

When contracts are struck, suppliers expect – but are 
not guaranteed – that they will earn normal risk-
adjusted rates of return.  Because suppliers bear 
many risks (including risks of technological 
obsolescence and lower-than-expected demand), 
they carefully consider those risks in their investment 
decisions.  Assets often get stranded by (or suffer 
substantial value drops from) changes in market 
conditions.  This is an inevitable by-product of 
Schumpeter’s (1942) ‘creative destruction’, which 
contributes to our economy’s dynamic efficiency.  

Contract Nature 

Suppliers and customers tend to sign explicit long-
term contracts which allow for price (and sometimes 
quantity) flexibility to reflect market conditions.  While 
these contracts are ‘incomplete’ (they cannot 

incorporate unforseeable contingencies), they include 
rules to deal with key foreseeable contingencies. 

Price-relevance of Suppliers’ Invested Assets 

The greater a supplier’s prospective customer-
specific investment is, the more likely the supply 
contract will contain a ‘take-or-pay’ element. 

However, the costs or values of suppliers’ invested 
assets (past investments) bear no relevance to 
competitive prices.  Prices are determined by current 
and forward-looking market conditions; asset values 
are simply a by-product – not a driver of market 
prices.  As the share prices of listed asset-intensive 
companies demonstrate, suppliers’ real asset values 
vary daily in response to new information on market 
conditions.  For example, if demand turns out to be 
less than expected, product prices usually fall.  If a 
supplier tries to sell at a price reflecting historic 
investment costs, it will sell nothing.  Suppliers do not 
continue to earn a normal return on historic costs.  
Instead, asset values fall until the marginal supplier 
just earns a normal return on its reduced asset value.  

As the many billions of dollars of toll-road asset write-
downs due to lower-than-expected demand and 
mining company asset write-downs due to falling ore 
prices demonstrate, competitive suppliers 
acknowledge the impact of market conditions on 
asset values. 

A supplier’s capex per se does not affect competitive 
prices.  Suppliers that invest based on NPV-positive 
business cases (for example, replacing existing 
assets to continue to meet demand, or investing in 
new assets to meet new demand or reduce opex) do 
not need price increases to earn normal returns – 
and couldn’t get them in competitive markets anyway. 
Factors such as new government requirements that 
require capex (for example, increased safety 
standards) would raise prices as they shift industry 
LRMC up, however, these price impacts are 
automatically and directly picked up through 
contractual price-adjustment mechanisms.  

Therefore, unsurprisingly, the pricing clauses of 
competitive long-term contracts do not mention 
suppliers’ past, present or future asset investments – 
other than to confirm their irrelevance. 

An Efficient Negotiated Bargain? 

Maximising Overall Efficiency 

The economics of networks is more complicated than 
that of coal businesses.  First, demand is much 
higher in peak versus off-peak periods.  Second, if 
networks are ‘decreasing cost’ businesses 
(economies of scale are large relative to total market 
size), it is most efficient to have a single network 
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service provider (NSP).  Therefore, end-customers 
cannot rely on in-market competition to ensure 
efficiency.  So what can they do? 

Consider the following thought experiment.  Suppose 
no network exists but that, if a network was built, 
many end-consumers would (in aggregate) derive 
more benefits from consuming electricity than the 
costs of providing it.  Parts of the supply chain 
(generation, retailing) are potentially competitive.  
However, while there are many potential NSPs, only 
one can be chosen.  Any network investments would 
become sunk, once made.  

It is not feasible for many (often in their millions) end-
consumers to co-ordinate amongst themselves and 
negotiate with potential NSPs.  Apart from anything 
else, the ‘transactions costs’ of doing so would be 
enormous.  Fortunately, as competition in generation 
and retailing serves the LTIC, end-consumers can 
rely on potential network users (for example, 
generators and retailers) to negotiate with potential 
NSPs.  

Prices and quantities.  End-consumers would want 
network users to maximise NSB by negotiating a 
contract that produces outcomes as close as possible 
to the efficient outcomes of competitive markets.  The 
peak-load problem does not change the principles 
behind efficient capacity and pricing decisions 
underlying competitive markets.  Williamson (1966) 
derived the efficient solution to the peak-load 
problem.  Capacity decisions should be driven by 
LRMC.  Peak and off-peak prices at any capacity 
(including the efficient capacity) should be set at 
SRMC, where SRMC is equal to marginal operating 
cost (MOC) if demand is less than capacity or 
opportunity cost (the next-highest value placed on the 
marginal unit by a customer) if demand exceeds 
capacity.  The SRMC-based peak price will generally 
exceed LRMC and the SRMC-based off-peak price 
will generally be lower than LRMC.  However, if 
demands are as expected, the weighted average of 
peak and off-peak SRMC-based prices equals LRMC 
at the efficient capacity. 

Williamson assumed that peak and off-peak 
demands were known and that there were constant 
returns to scale.  Meyer (1975) and others have 
extended Williamson’s work to allow for short-term 
demand uncertainty.  Again, the efficient pricing rule 
remains: peak and off-peak prices should vary in 
response to demand variations to ensure that they 
match their respective SRMCs. 

To achieve efficient pricing, network users must 
overcome an asymmetrical information problem: they 
cannot observe SRMC.  Coal buyers overcome this 
asymmetry by using observable spot prices, which 

reflect SRMC.  Network users would therefore ask: 
are there ways to objectively reveal SRMC?  

Fortunately, there are.  First, MOC (such as energy 
cost that varies with network usage) can be 
reasonably estimated and is small anyway.  Second, 
regulators in Europe, the US and UK have for many 
years required electricity and gas NSPs to auction off 
short-term and long-term capacity rights and operate 
secondary markets in which those rights can be 
traded.  Capacity rights are traded for different 
network elements (for example, entry points, exit 
points and common carriage links), time periods 
(peak and off-peak), and time horizons (from one day 
to 15 years out).  

Capacity auctions and secondary markets remove 
NSP market power and therefore overcome the ‘hold-
up’ problem; with competitive generation and retail 
sectors, secondary markets can  be competitive.  
Liquidity of auction and secondary markets can be 
ensured by allowing any parties (including financial 
investors) to participate (as in the US).  Therefore the 
sum of MOC-based usage prices and the prices at 
which short-term capacity rights trade will reflect the 
true SRMCs of using network elements.   MOC-
based usage prices, plus the prices at which longer-
term capacity rights trade, will reflect the PV of 
expected SRMCs over the duration of those rights. 

As MOC-based usage prices plus capacity rights 
prices reflect SRMCs, quantities (network utilisation 
rates) will be efficient.  As those who value the rights 
most will acquire them, network usage will be 
allocated efficiently between users.  As capacity 
rights will trade at high prices for peak periods and 
low (even zero) prices for off-peak, quantities will be 
efficiently allocated by time-of-day.  

Initial capacities, costs and user funding.  Network 
users need to overcome asymmetric information 
regarding NSP capacity costs (LRMC) and the ‘hold-
up’ problem (post-contracting, the NSP will be a 
monopolist and therefore have incentives to 
undersupply capacity and set high prices).  In 
addition, if ‘decreasing costs’ exist, network users will 
need to provide user funding (in addition to paying 
efficient prices) to provide an NSP an incentive to 
invest (an expected normal return on investment).  
Network users would wish to minimise such user 
funding.  

Fortunately, there is a mechanism(s) to solve these 
problems: a competitive tender for the right to be the 
NSP.  Subject to meeting certain tender requirements 
(for example, to auction all capacity rights, operate a 
secondary market and meet specified network 
reliability standards), each potential NSP could be 
asked to bid the minimum user funding it requires to 
become the NSP.  
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Tenderers would need to make capacity decisions 
knowing that efficient prices will exist.  They would 
have strong incentives to work closely with network 
users to understand their future demands.  The 
tender would largely overcome information 
asymmetry by giving bidders incentives to truthfully 
reveal full information; they would know they would 
lose the bid unless they use their expected efficient 
costs to calculate their user funding bid.  This would 
enable network users to minimise user funding.  

Network users would need to decide how to divide 
the total user funding between them and how they 
should pay their user-funding obligations.  They might 
decide to work it out themselves – as they do in 
Argentina (Littlechild 2012) – or ask an independent 
party to advise them or decide.  It is unlikely that they 
would ask the NSP to do this.  

Ongoing capacities, costs and user funding.  As 
ongoing network capex requirements can be 
substantial, network users will want to pre-ensure 
they can overcome information asymmetry and 
incentive problems on an ongoing basis.  Fortunately, 
they can employ market and other mechanisms to at 
least partially do so.  

One mechanism is to make the initial competitive 
tender a Build-Own-Operate-Transfer (BOOT) model, 
with the transfer occurring after, say, ten years.  This 
would enable network users to conduct a competitive 
tender every ten years.   

They can also use other market mechanisms.  In 
particular, they can leverage the hard evidence that 
capacity-rights auctions and secondary markets 
generate about the value of capacity expansions.  
Consistent high prices for existing capacity rights are 
obvious triggers for considering capacity expansion.  
Prices by quarter by network element, over 15 years, 
help decide when and where to invest.  Network 
users could also require the NSP to take bids for 
incremental capacity rights, and agree triggers for 
capacity expansions based on those prices.  In 
Europe and the UK, regulatory rules have been 
developed so that network capacity investments are 
triggered by transparent, market-based capacity 
rights prices.  For example, Ofgem instituted a rule 
that if the NPV of bids for incremental capacity over 
32 quarters exceeded 50 per cent of the incremental 
cost, the NSP had to seek approval to expand 
capacity.  Ofgem pre-sets rules to automatically 
adjust NSP revenue caps in response to demand for 
incremental capacity backed by a financial user 
commitment. 

Furthermore, since the mid-1990s, Argentina has 
followed what Littlechild (2012) calls a ‘remarkably 
successful’ user-funded competitive process for 
network capacity expansions.  Expansions are put 

out to competitive tender.  This approach has 
reduced costs of capacity expansions substantially.  
Beneficiaries pay in proportion to their benefits 
(estimated by an independent party) and payments 
may be spread over time up to 15 years.  

As capacity rights prices help allocate demand 
between peak and off-peak periods efficiently, this 
alone can help save substantial ongoing capex by 
containing peak demand and avoiding unnecessary 
capacity expansions. 

An ENC would allow competition for network 
investments, where feasible.  However, I believe that 
NSPs should make the final decisions.  Like any 
business, NSPs should make use of the best 
evidence and customers’ views, but make the final 
decisions and bear the risks of those decisions.  
Network users/regulators should employ user-funding 
offers (competitively sourced, where possible) to 
promote their favoured options; they can employ 
economists’ innovations, such as Laffont and Tirole’s 
‘menu’ approach  to partially overcome information 
asymmetry and incentive issues in doing so.  

An ENC would completely separate efficient prices 
for network capacity/usage and user funding, for 
several reasons.  First, it would expose the NSP to all 
the risks that competitive suppliers face; and NSP 
profitability would vary with market conditions.  
Second, it would enable network users (or their 
representative) to decide the user funding they are 
willing to offer to support expenditures.  Third, it 
would enable users (or their representative) to decide 
how user funding is paid. 

The ENC would require an independent party to 
perform various roles, such as:  running competitive 
tenders; vetting expenditures that cannot be 
competitively tendered (and help minimise user-
funding requirements for those expenditures); and 
estimating the distribution of capex benefits between 
users to help allocate total user-funding between 
users.  

Specific Outcomes 

An ENC would come close to emulating the 
outcomes of competitive markets, but employ 
different mechanisms to achieve them.  MOC-based 
usage prices plus short-term capacity rights prices 
would be near-efficient, as they would approximate 
SRMCs and be transparent and evidence-based.  
Therefore, network usage would be near-efficient.  
Network capacities and costs would be near-efficient 
initially and workably efficient on an ongoing basis.  
Total user funding would be workably efficient, 
explicit and transparent, reflecting the minimum 
amounts required to encourage NSB-maximising 
investment.  User funding charges would be decided 
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upon by network users (or their representative), who 
know their preferences best and how those charges 
would affect their choices.  

Risk Allocations 

An ENC would achieve near-efficient risk allocations 
by emulating those of capital-intensive competitive 
markets, although using different mechanisms to do 
so.  Network users’ and end-consumers’ risks of 
monopoly hold-up would be largely eliminated, as 
prices would be determined by markets (not the 
NSP).  The NSP’s risk of assets being ‘stranded’ by 
opportunistic behaviour would be largely eliminated, 
as capacity/usage prices would be largely determined 
by markets, and legally enforceable user funding 
obligations would be explicitly agreed upfront. 

An ENC would also cover major foreseeable potential 
contingencies.  For example, if an ENC were written 
today, it would specifically rule out compensation for 
assets that may become stranded in future by 
competition from distributed generation and battery 
storage. 

Contract Nature 

An ENC contract would be explicit, binding and long-
term.  It would legally protect network users from 
‘hold-up’ risk and the NSP from post-investment 
opportunism risk.  An ENC would specify market-
based mechanisms and rules to ensure that near-
efficient outcomes are achieved.  It would also 
specify how key foreseeable contingencies would be 
dealt with.  Finally, it would not refer to price-
irrelevant factors (such as the NSP’s invested 
assets), other than to explicitly exclude them. 

Price-relevance of NSP’s Invested Assets 

Under an ENC, users (or their representative) would 
agree in advance the extent to which user funding 
(over and above efficient prices for services) for 
certain NSP expenditures is necessary.  Some 
expenditures would not receive user funding; others 
would receive partial user funding due to ‘decreasing 
costs’.  However, once expenditures were made, they 
would become irrelevant to prices.  As in competitive 
markets, the costs or values of suppliers’ invested 
assets (past investments) are not price-relevant.  
Therefore, the pricing clauses of an ENC would not 
mention the NSP’s invested assets, other than to 
confirm their irrelevance. 

Current Regulatory Practice Versus an ENC 

The rationale for economic regulation rests on the 
assumption that an ENC cannot be struck.  While that 
assumption is debateable, despite its stated intent, 
current regulatory practice bears little resemblance to 
an ENC.  That is not surprising, given that Australia 

inherited a regulatory system that was established  
well before many important developments in our 
knowledge and markets were made, including 
advances in the economics of auctions, corporate 
finance, incentives, incomplete contracts, information 
and uncertainty, as well as the development of 
capacity and futures markets. 

These developments, our own experiences, and 
those of innovative regulators overseas can be 
leveraged (as section 2 attempted to do) to improve 
regulatory practice.  First, let’s review the efficiency of 
outcomes under current regulatory practice. 

Overall Efficiency 

Overall efficiency falls well short because regulatory 
practice does not adopt many of the efficient rules or 
mechanisms of an ENC; therefore, outcomes on 
most dimensions are less efficient than they could be.  

Specific Outcomes 

Prices and quantities: Prices are very inefficient, 
because short-run capacity prices bear no 
relationship to SRMC, long-run capacity prices bear 
no relationship to the expected PV of SRMCs and 
prices are inflexible to market conditions.  Prices are 
inefficient for at least seven reasons. 

The first and single biggest reason is that revenue 
allowances (and therefore prices) are set largely on 
the basis of an irrelevant factor – the regulated asset 
base (RAB).  Depreciation and cost of capital 
allowances based on RAB values typically account 
for around 70 per cent of total revenue allowances.  
Yet, as shown above, historic costs of past 
investments have no bearing on efficient prices. 

Second, casting RAB values in stone (other than 
indexing with inflation and deducting pre-set 
depreciation rates) ensures that price flexibility in 
response to market conditions is minimal.  Indeed, it 
can be perverse.  Supposed demand turns out to be 
permanently lower than expected.  In competitive 
markets, prices would generally fall (at least in the 
short-run), although revenues per unit may rise under 
take-or-pay contracts; as a by-product of the price 
drops, asset values would fall.  Under an ENC, prices 
of both short-term and long-term capacity rights 
would fall.  Asset values would fall, reflecting lower 
than expected future revenues.  However, the values 
of pre-agreed user funding obligations would not 
change.  In contrast, under RAB-based regulation, 
NSP revenues per unit would rise too much, because 
there is no explicit separation of efficient prices and 
user funding payments.  When demand falls, efficient 
prices should fall, but this means that (given the fixed 
RAB), user funding obligations rise by default.  That 
is, the implicit non-transparent user funding 



 

6 

obligations vary with market conditions.  As shown in 
section 2, it is more efficient to fix user funding 
obligations explicitly in advance.  Carving RAB values 
in stone and not explicitly identifying user funding 
obligations generate perverse outcomes. 

Third, assets cannot become stranded due to 
changes in market conditions.  This encourages 
overinvestment.  For example, under the ENC, if 
network users expected that compact, low-cost in-
home solar and battery storage systems could 
become pervasive within the next five-to-ten years, 
capacity rights prices ten-to-fifteen years out would 
be low, and this would send a powerful signal to think 
very carefully before investing in assets that typically 
have lives for 40+ years.  In contrast, our RAB-based 
system gives NSPs no incentive to consider those 
risks.  Insulating NSPs from many risks that 
competitive suppliers bear, distorts investment 
decisions and promotes overinvestment. 

Fourth, revenues and prices are inefficient because 
capex per se raises revenue allowances.  While 
some capex may warrant partial user funding, not all 
capex should flow through to revenue allowances.  

Fifth, efficient pricing rules are not used.  

Sixth, revenues and prices are also inefficient 
because they are set by regulators and NSPs, 
respectively, rather than markets, without the benefit 
of the information that markets can provide.  

Seventh, as shown below, we do not explicitly 
separate out efficient prices from user funding 
obligations and do not efficiently deal with user 
funding obligations.  As regulated prices are 
inefficient and, in particular, do not generate price 
signals that reflect the SRMCs of usage of network 
elements by time period and location, network usage 
quantities are also highly inefficient. 

Capacities, costs and user funding.  Regulated 
capacities are likely to be inefficient, for several 
reasons.  First, regulators do not employ various 
mechanisms (as an ENC would) to overcome 
asymmetric information and incentive problems; they 
therefore operate without the benefit of hard evidence 
on the value of capacity expansion that capacity 
rights markets produce.  Second, the use of cast-in-
stone RAB values to set revenues/prices gives NSPs 
strong incentives to overinvestment.  This has 
probably been the single biggest driver of 
overinvestment in regulated industries in recent 
decades – yet it has received little or no attention. 

Costs are also highly inefficient.  The RAB-based 
system promotes overinvestment.  Market-based 
mechanisms are not used to reveal efficient costs.  
Furthermore, cost-plus pricing (albeit with some 

incentives) does not provide the strong efficiency 
incentives that exposing NSPs to normal business 
risks would. 

User funding obligations are inefficiently high 
because costs are inefficiently high.  The quantum of 
user funding obligations is: not explicit; not 
disentangled from efficient prices; and not fixed in 
advance.  It implicitly varies with market conditions, 
which inefficiently offloads risks that NSPs should 
bear, on to network users.  

Decision rights on how universal funding obligations 
are paid are inefficiently allocated to NSPs.  The 
National Electricity Rules require that, if prices based 
on its Pricing Principles do not recover expected 
revenue, NSPs must adjust those prices ‘so as to 
ensure recovery of expected revenue with minimum 
distortion to efficient patterns of consumption’ 
(6.18.5(c)).  However, it is not appropriate to give 
NSPs powers to levy ‘taxes’ like these.  Such taxes 
are policy decisions and should be made explicitly 
and transparently by an independent party in 
consultation with network users, who best know their 
own preferences and how alternative payment 
arrangements will affect their choices. 

Risk Allocations  

Network users bear far more risk than they would 
under an ENC.  In particular, regulators’ use of RAB 
values to set (and rigidly fix) revenues/prices, 
transfers substantial risks that suppliers would 
normally bear from NSPs to network users, end-
consumers and, possibly, taxpayers.  

Regulatory leaders and courts overseas have long-
recognised that regulated businesses should not be 
insulated from market conditions.  The US Supreme 
Court set the precedent 70 years ago in the Market 

Street Railway case
1
:  

The use of, or failure to obtain, patronage, due to 
competition, does not justify the imposition of charges 
that are exorbitant and unjust to the public.  

As legendary regulator Alfred Kahn (1977, p. 33) 
stated: ‘The historical commitment of regulators to 
permit the recovery of prudently incurred costs was 
never absolute’ and specifically referred to ‘changing 
technology or other exogenous market 
developments’.  

An ENC would not leave network users, consumers 
or taxpayers at risk of having to compensate NSPs 

                                                      

1
 Market Street Railway Co. v. Railroad Commission of California, 

324 U.S. 548, 567 (1945). 
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for past investments if, for example, compact low-
cost in-home battery storage and solar systems, 
became pervasive in future.  But would the implicit 
and incomplete nature of Australia’s RAB-based 
regulatory ‘contract’ do so? 

In theory, no.  As Boyd (1998, p. 75) explained:  

When confronted with an incomplete contract, courts 
determine liability by asking how the parties would have 
designed the contract had they accounted for the 
contingency ex ante. The terms are derived by assuming 
that the parties would have agreed to the contract that 
maximised their expected joint surplus at the time the 
contract was signed (emphasis added). 

That is, courts would ask: what would the ENC have 
been?  As shown above, asset values would be 
irrelevant to an ENC and therefore NSPs would 
receive no compensation for stranded assets.  
However, network users (but not end-customers) 
would be liable for outstanding user funding 
obligations.  

Boyd (1998, p. 75) noted, however, that suppliers’ 
compensation cases may be stronger if regulators 
compelled them to make investments that they 
otherwise would not have, but added that ‘many, and 
perhaps most, utility investments do not fall in this 
category’.  

Nevertheless, in the wake of electricity deregulation 
in the US and Europe, industry players argued 
successfully that as regulators ‘approved’ their capex 
plans, they should be fully compensated for stranded 
assets.  Consumers ended up paying many billions of 
dollars in bill surcharges; and in some cases, 
taxpayers footed the compensation bill. 

Fortunately, under an ENC, NSPs would not be 
compelled to engage in capex and therefore there 
would be no case for compensation.  Regulators 
would not decide prices (markets would), nor would 
they ‘approve’ capex or opex – they (or network 
users) would only offer network funding where 
warranted, while NSPs would make expenditure 
decisions.  In contrast, regulators’ use of RABs and 
‘allowing’ capex may well be setting network users, 
end-consumers and taxpayers up for a repeat of the 
US/Europe experience. Why take the risk when we 
don’t need to?  

Protecting suppliers from risks does not eliminate 
those risks – it just transfers them to others.  
Because regulatory-risk allocations depart 
substantially from the efficient risk allocations of 
competitive markets, major inefficiencies are 
generated. 

Contract Nature 

Unlike competitive contracts and an ENC, the current 
regulatory ‘contract’ is, at best, implicit, very 
incomplete and does not explicitly deal with key 
contingencies. 

Price Relevance of NSP’s Invested Assets 

Unlike competitive markets or in an ENC, the cost of 
NSP past investments greatly influences – and, 
indeed, largely determines – regulated prices, while 
current and planned future capex influences 
regulated prices more than it should. 

Possible Concerns About Reform 

Reform proposals should always address potential 
counter-arguments.  Consider the following six 
potential counter-arguments.  

Must avoid stranded assets: As acknowledged 
above, it is appropriate to prevent assets being 
stranded by opportunistic behaviour by regulators or 
governments.  However, this can be done without 
giving up the benefits of cost-reflective prices and 
price flexibility.  

ENCs would protect NSPs from opportunism, as 
explicit legally enforceable user funding obligations 
would exist and only the market would set 
capacity/usage prices.  However, NSPs should not 
be protected against stranded assets for any other 
reason.  Casting RAB values in stone does that, even 
though (as shown in section 2) it is not necessary to 
ensure efficient investment – and it promotes 
inefficient over-investment.  

Relatedly, some regulators may wish to avoid 
stranded assets on the basis that, if an investment 
appeared prudent, based on the information available 
at the time it was made, it is not the NSP’s fault.  
However, that’s not what happens in competitive 
markets: many investments that seemed good at the 
time go pear-shaped and investors bear the costs.  
Kahn (1977 p. 33) was clear that regulators’ 
commitment to prudent cost recovery was always 
subject to disallowances if assets were not ‘used and 
useful’.  He added that: 

prudence of costs incurred can logically be judged only at 
the time when they were incurred, whereas disallowances 
under the used and useful doctrine are necessarily on the 
basis of how the expenditures turned out.  

No objective way to revalue RAB: Some regulators 
agree in principle that NSPs should be exposed to 
market conditions, but argue that there is no objective 
way to revalue RAB values for changes in market 
conditions without creating perceptions of 
opportunism.  That is correct.  It is even difficult to 
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pre-specify rules (to avoid those perceptions) that 
would adjust RAB values based on future observable 
data.  However, this is further reason why the RAB-
based system should be abandoned altogether and 
replaced by market-based mechanisms that directly 
expose NSPs to market conditions, as an ENC does.  

Unobservability and/or revenue-inadequacy of 
SRMC: Some regulators and regulatory rules support 
using LRMC for pricing rather than SRMC.  For 
example, the Pricing Principles of the National 
Electricity Rules state that network tariff-setting must 
take account of the LRMC of a service.  However, 
economic theory clearly demonstrates that efficient 
prices are based on SRMC, not LRMC – including 
decreasing-cost industries (Hotelling 1938).  
Regulators’ historical reliance on LRMC was a 
reasonable practical choice, given the past 
unobservability of SRMC.  However, as shown 
above, overseas regulators have for many years 
relied on market mechanisms to reveal SRMC.  

Another concern may be whether SRMC-based 
prices would generate less revenue than LRMC-
based prices.  However, economic theory shows that, 
on average, SRMC equals LRMC, including in 
decreasing cost industries (Andersson and Bohman 
1985).  In practice, capacity-rights auctions do raise 
substantial revenues.  

Price variability: While some end-consumers might 
want stable prices, competitive retailers will provide 
that if end-consumers value them enough, and 
network users can hedge if they wish to.  However, 
just as generators and retailers face variable 
wholesale electricity prices, network users should 
face prices that vary with market conditions – NSB 
cannot be maximised otherwise.  

Welfare losses are low: It could be argued that 
efficiency losses generated by inefficient regulated 
prices are low because end-consumer demand 
elasticities are low.  Yet both the AEMC (2012 p. 155) 
and the Productivity Commission (2013 p. 356) have 
presented evidence of significantly greater demand 
responsiveness (including demand-shifting from peak 
to off-peak) to time-based or capacity pricing, and 
hence the potential to considerably reduce peak 
demand save substantial capital costs  

Capacity rights auctions/trading generate efficient 
prices, which help manage peak demand and save 
substantial unnecessary capacity expansion costs.  
Not varying prices according to demand-driven 
variations in SRMC – both between peak and off-
peak periods and as total demand changes – can 
generate significant welfare losses.   

Increased NSP risk: An ECN would increase NSP 
risk.  However, that is because it would move risk 

allocations towards the efficient risk allocations of 
competitive markets.  NSP risk is currently far too 
low.  That is the problem. 

Towards an Efficient Regulatory Contract 

The biggest problem of current regulatory practice is 
that it focuses on by-products of competitive markets 
– asset values and normal rates of return – rather 
than on how to deliver efficient outcomes on the key 
dimensions that drive NSB.  Four reforms would help 
achieve more efficient outcomes: 

1. Introduce market mechanisms (capacity auctions 
and secondary markets) to set network 
capacity/usage prices. 

2. Improve network capex decisions by: 

a. leveraging hard evidence produced by market 
mechanisms and network users to understand the 
values of capacity expansions; 

b. offering menus of explicit user funding obligations 
(only where necessary) to NSPs and, where 
possible, competitive providers;  

c. reallocating investment risks to NSPs. 

3. Eliminate RAB values and replace with explicit 
user funding obligations.  

4. Transfer decisions on how user funding obligations 
are paid from NSPs to regulators, in consultation with 
network users. 
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Critical Issues in Regulation – From the Journals 

Electricity Supply:  The British Experiment, 
David Porter, Mereo, Cirencester, December 2014. 

The sub-subtitle of this book is ‘The intentions were 
good’.  It is argued in the book that the UK 
Government privatised the electricity supply industry 
to leave it free to make its own investment decisions, 
driven by customer demand.  While this worked at 
first, and although the state no longer owned the 
industry, politicians could not resist intervening in it – 
albeit with the best of intentions.  On paper, their 
policies were fairly consistent, but, in practice the 
demands of politics often called for changes in 
priorities.  Fuels and technologies went in and out of 
favour politically – even though it was the electricity 
companies that were supposed to be making the 
decisions about how to generate electricity reliably 
and cost-effectively.  What David Porter regards as 
the politicians’ agenda to ‘lead the world on climate 
change’ was an approach that was riddled with 
complications.  Not only were political priorities 
changed, but energy ministers were too – with 
‘astonishing frequency’.  While there is a five-year 
election cycle in politics, an industry that invests vast 
sums decades ahead must provide clarity and 
stability.  Otherwise, investors will want a higher 
return; or may decide instead to invest elsewhere.  
David Porter contends that the electricity industry’s 
costs went up and customers’ bills went up.  While 
the higher bills made front-page news (and although 
British prices were usually among the lowest in 
Europe and electricity supply was highly reliable), 
according to one survey, customers grew to dislike 
the industry – even more than they disliked the 
banks.  The argument is made in the book that:  the 
politics became increasingly heavy-handed; 
investment stalled; and the risk of power shortages 
arose.  According to the publisher, David Porter’s 
book gives an ‘insider’s view’ of how this happened, 
and points to some of the conflicts and 
misunderstandings that have plagued this vital 
industry.  Information on how to acquire David 
Porter's book is available here. 

Testing Regulatory Regimes for Power 
Transmission Expansion with Fluctuating 
Demand and Wind Generation, Wolf-Peter 
Schill, Jonas Egerer and Juan Rosellon, Journal of 
Regulatory Economics, 47, 2015, pp. 1-28. 

The regulation of transmission operations and 
expansion is widely discussed by regulatory 
economists.  Finding optimal mechanisms is difficult 
given the specific physical characteristics of 
electricity networks, such as negative local 
externalities due to loop flows, that is, electricity flows 
obeying Kirchhoff’s laws.  While a range of different 

regulatory schemes and mechanisms have been 
proposed and applied, there is little research on 
optimal transmission regulation when realistic 
demand patterns and fluctuating renewable power 
are considered.  In this applied paper the authors aim 
to enhance the economic understanding of how to 
regulate and expand transmission networks in the 
context of realistic demand patterns and large-scale 
wind power in Europe.  There is a substantial amount 
of technical material in the article, and there are forty 
items in the reference list. 

Adequate extension of electricity transmission 
networks is required for integrating fluctuating 
renewable energy sources, such as wind power, into 
electricity systems.  The authors study the 
performance of different regulatory approaches for 
network expansion in the context of realistic demand 
patterns and fluctuating wind power.  In particular, 
they are interested in the relative performance of a 
combined merchant-regulatory price-cap mechanism 
compared to a cost-based and a non-regulated 
approach.  The authors include both an hourly time 
resolution and fluctuating wind power.  This 
substantially increases the real-world applicability of 
results compared to previous analyses.  The authors 
show that a combined merchant-regulatory 
regulation, which draws upon a cap over the two-part 
tariff of the transmission company, leads to welfare 
outcomes superior to the other modelled alternatives.  
This result proves to be robust over a range of 
different cases, including such with large amounts of 
fluctuating wind power.  The paper also contains an 
evaluation of the outcomes of a detailed model using 
the extension plans resulting from a simplified model 
based on average levels of load and wind power. The 
authors show that this distorts the relative 
performance of the different regulatory approaches. 

The article can be purchased on-line or accessed by 
subscription to the Journal of Regulatory Economics. 

Have Customers Benefited from Electricity 
Retail Competition? Xuejuan Su, Journal of 

Regulatory Economics, 47, 2015, pp. 146-182. 

This article is about retail competition in electricity 
based on the experience in the United States (US), 
where, in the 1990s, a number of states began 
restructuring their electricity retail markets pursuing 
retail competition as an alternative to traditional cost-
of-service regulation.  Direct rate regulation was 
favoured over access regulation, thereby opening the 
electricity market to alternative retail service 
providers that procure electricity from generators and 
market it to final customers, using existing electricity 
network infrastructure owned by local utilities.  The 
author uses a difference-in-difference statistical 

http://www.mereobooks.com/books/genre/business/electricity-supply-british-experiment
http://www.mereobooks.com/books/genre/business/electricity-supply-british-experiment
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approach to estimate the policy impact for those 
states that restructured.  The analysis uses data 
obtained from the Energy Information Administration 
covering the period from 1990 to 2011.  Compared to 
traditional cost-of-service regulation, electricity retail 
competition may lead to lower costs but higher mark-
ups.  Thus, the net policy effect on the average 
electricity retail price is ambiguous.  The results 
suggest that in restructured states, only residential 
customers have benefited from significantly lower 
prices but not commercial or industrial customers.  
Furthermore, the results suggest that this benefit is 
transitory and ‘disappears in the long run’.  Overall, 
retail competition does not seem to deliver lower 
electricity prices to retail customers across the board 
or over time.  There are 41 items (mainly references 
to journal articles by leading energy economists) in 
the reference list. 

The article can be purchased on-line or accessed by 
subscription to the Journal of Regulatory Economics. 

Examining Barriers to More Efficient Gas 
Markets, Productivity Commission Research Paper, 

Canberra, 31 March 2015. 

This Productivity Commission Research Paper 
examines issues relating to different stages of the 
gas supply chain in the eastern Australian gas 
market, in the context of integration with the Asia-
Pacific gas market.  The stages of the supply chain 
considered include: exploration; production; 
processing; and transmission. The PC’s analysis also 
considers the role of government in the market, and 
examines whether there are barriers to efficiency that 
would be amenable to policy reform.  The chapters in 
this paper are titled:  about this report; framework for 
analysis; overview of Australian gas markets; 
designing and allocating Australian gas exploration 
and production rights; managing conflicting land 
uses; policy issues in markets for transmission 
pipeline capacity; and a broad perspective on the 
case for policy reform.  The extensive reference list 
runs over twenty-two pages. 

It is noted in the report that stakeholders have 
proposed changes to the way transmission capacity 
is allocated for some pipelines.  Specific proposals 
include introducing open-access principles and 
mandatory capacity-trading provisions.  The report 
argues that any benefits from these measures must 
be weighed against their costs, including the risk of 
undermining incentives for future investment in 
pipeline capacity.  Further, some stakeholders have 
argued that gas producers and pipeline owners are 
exercising market power and distorting outcomes in 
the eastern Australian gas market.  While the PC has 
not presented any conclusions on this issue, the 
evidence used to support the claims of the existence 
and exercise of market power, such as higher prices 
or difficulties securing gas-supply contracts, may 

reflect the risks and uncertainties in a market that is 
undergoing considerable structural adjustment. 

Does the Growth of Mobile Markets Cause 
the Demise of Fixed Networks? – Evidence 
from the European Union, Anne-Kathrin Barth 
and Ulrich Heimeshoff, Telecommunications Policy, 
38, December 2014, pp. 945-960. 

The authors of this paper argue that the analysis of 
substitutional effects between (declining) fixed and 
(expanding) mobile networks is a key aspect for 
future regulation of telecommunications.  This paper 
reports on the analysis of a dataset containing 
information of the 27 European Union (EU) members 
from 2003 to 2009.  Dynamic panel-data techniques 
are applied to analyse the extent of substitutability 
between fixed and mobile services.  The authors also 
draw resulting policy implications.  The article 
contains sixty-six references. 

The main conclusions of the paper are:  there is 
empirical evidence of substitution of fixed-line access 
by mobile access; the suitability of regarding fixed-
line and mobile access markets as separate markets 
needs to be reviewed; the substitution of VoIP for 
traditional telephony has implications for regulation; 
and the interrelationships between fixed and mobile 
can have significant influence on merger regulation in 
anti-trust. 

(See also the summary of an article, by the same 
authors, focusing on the substitutability of fixed and 
mobile calls in the March 2015 issue of Network.) 

The article can be purchased on-line or accessed by 
subscription to Telecommunications Policy. 

The Effects of Liberalization Policies on 
Price and Quality of Services in the 
European Postal Union, Volkan Recai Cetin and 
Isil Irmak, Competition and Regulation in Network 
Industries, 15, 4, December 2014, pp. 334-356. 

This paper is about the relationship between the 
liberalisation of postal services and performance of 
postal operations with respect to prices and quality.  
It is based on European Union (EU) data for twenty-
seven countries.  These countries are divided into 
two groups:  those that have opened markets to a 
high degree (Sweden and the Netherlands are the 
stand-outs); and those that have opened their postal 
markets to a low degree (such as Romania and 
Poland).  Section headings are:  introduction; postal 
service liberalization efforts in the EU; literature 
review; data and methodology; empirical results and 
discussion; and concluding remarks. The reference 
list contains 37 items including government reports, 
academic journal articles and other professional 
publications. 

http://www.pc.gov.au/research/completed/gas-markets
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The authors use a cross-sectional multiple-regression 
econometric analysis to explore the relationship 
between liberalisation and performance.  The 
analysis controls for influences on performance other 
than liberalisation, including geographic features 
(population density; urbanisation and land area). The 
results indicate that there is not a statistically 
significant relationship between liberalisation and 
performance, although the coefficient does have the 
expected sign.  However, there are caveats to this 
result.  For example, operators in countries with a 
high degree of openness may not have responded to 
new entrants ‘because they might have already been 
operating efficiently and setting cost-oriented prices’ 
(p. 353).  Further, it is found that productivity is a 
statistically significant determinant of both price and 
quality.  The authors also remark that the ‘civil 
service status of their workers might keep the state-
owned incumbents from increasing their productivity’ 
(p. 354). 

The article can be accessed by subscription to 
Competition and Regulation in Network Industries. 

In a Fluid State? Competition in the Water 
Sector, Oxera Agenda, January 2015.  

The Water Act 2014 paves the way for a number of 
market reforms in the England and Wales water and 
wastewater sector.  In addition to new sector-specific 
rules that will accompany these changes, water 
businesses must comply with general competition 
law.  This article considers the interface between 
these rules and the general competition law; and 
assesses the relevance of recent competition cases 
in the sector to the issues that might emerge in 
future.  References are contained in footnotes and 
relate to official publications including: the 
Competition Appeals Tribunal; the Ofwat; and the 
European Commission. 

The following economic concepts are considered in 
this article:  margin squeeze; predation; 
discrimination with anti-competitive effects; and 
leveraging through discrimination.  The article 
concludes that the Ofwat’s approach has ‘echoes of 
the Deutsche Telekom case’, in which it was ruled 
that a business was not exempt from competition law 
merely because the regulatory body had approved its 
charges.  Therefore, businesses will need to ensure 
that their retail-default tariffs for each customer class 
are not predatory, in the sense that they are priced 
below the relevant cost benchmark; and that their 
retail default tariffs and wholesale charges do not 
generate a margin squeeze that forecloses the 
market (which might occur if retail charges are too 
low and/or wholesale charges are too high).   

The article is available by subscription to Oxera 
Agenda. 

European Regulators’ WACC Decisions Risk 
Undermining Investment Decisions, James 

Grayburn and Tomas Haug, NERA Energy 
Regulation Insights, February 2015. 

Over the past few years the authors have observed a 
trend by European utility regulators to set lower 
allowed rates of return for regulated businesses.  
Their analysis of recent decisions aims to 
demonstrate that the lower allowed returns reflect, at 
least in part, a flaw in the way regulators approach 
setting the cost of equity, rather than an actual 
decline in equity financing costs per se.  At the 
current time of increased investment needs (for 
example, in order to connect new sources of 
generation, deploy smart meters, and replace ageing 
assets) there is a risk that regulators’ decisions are 
undermining the incentive to invest.  According to the 
authors, a publication by Eurelectric (May 2014), the 
industry body for electricity distribution networks, 
provides some early empirical evidence of declining 
investment levels by networks in response to falling 
allowed returns on equity. 

The challenge facing regulators and regulated 
businesses is to find a way of estimating the cost of 
capital that complies with the overall aim of regulation 
– the final answer should be sufficient to compensate 
investors for the risk they bear and attract capital into 
long-run irreversible investment, but not so high as to 
encourage unnecessary investment. 

 

 

 

http://www.nera.com/content/dam/nera/publications/newsletters/energy-regulation-insights/NL_ERI_Issue41_final.pdf
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Regulatory Decisions in 
Australia and New Zealand 

Australia 

Australian Competition and 
Consumer Commission (ACCC) 

Fixed Line Access Services – Further Draft 
Decision 

On 29 June 2015 the ACCC released a further draft 
decision on the prices that other operators pay to use 
Telstra’s copper network to provide 
telecommunications services.  This supplements the 
ACCC’s draft decision of March 2015, to address 
outstanding issues.  The new prices will apply from 
1 October 2015 until 30 June 2019. 

Telstra's Revised Migration Plan Approved 

On 25 June 2015 the ACCC approved Telstra’s 
revised Migration Plan, which sets out how it will 
progressively migrate telephone and internet services 
to the National Broadband Network (NBN).  Read 
about the Migration Plan.   

Two of Three Victorian Wheat Port Terminals 
Exempted from Wheat Code 

On 25 June 2015 the ACCC released determinations 
to exempt Emerald’s Melbourne Port Terminal (MPT) 
and GrainCorp’s Geelong terminal from certain parts 
of the mandatory wheat Code.  The ACCC 
determined not to exempt GrainCorp’s Portland port 
terminal at this time.  Read more about the wheat 
Code. 

ACCC Does Not Object to Price Increases by 
Airservices Australia 

On 22 June 2015 the ACCC decided not to object to 
a proposal by Airservices Australia to increase prices 
for some of its monopoly services, from 1 July 2015.  
Airservices Australia provides air traffic control and 
aviation fire-fighting and rescue services to airports 
and airlines.  Read about Airservices Australia 
proposal. 

NBN Co’s LTRCM – Final Determination 

On 11 June 2015 the ACCC issued its final 
determination on NBN Co’s Long Term Revenue 
Constraint Methodology (LTRCM) for the 2013-14 
financial year.  The ACCC has accepted NBN Co’s 
LTRCM proposal after considering submissions 
made by Optus and NBN Co in response to the 
ACCC’s draft determination.  Read the Final 
Determination.  

Proposed Acquisition of iiNet by TPG – Call 
for Submissions 

On 11 June 2015 the ACCC released a Statement of 
Issues outlining the ACCC’s preliminary views on the 
proposed acquisition of iiNet Ltd (ASX:IIN) (iiNet) by 
TPG Telecom Ltd (ASX:TPM) (TPG).  The ACCC is 
seeking further information to determine whether the 
proposed acquisition would be likely to substantially 
lessen competition in the market for the supply of 
retail fixed broadband services.  Read the Statement 
of Issues.  

Water NSW’s 2015-16 Charges for 
Infrastructure Services – Final Decision 

On 5 June 2015 the ACCC released its final decision 
on the charges that Water NSW is able to levy for 
infrastructure services in the Murray-Darling Basin 
during 2015-16.  This is the first annual review of 
charges conducted by the ACCC.  Read the Final 
Decision on Water NSW charges.  

Appropriate Level of Regulation at Port of 
Newcastle – Draft Views 

On 7 May 2015 the ACCC released draft 
determinations proposing to exempt Newcastle Agri 
Terminal and Qube Holdings Limited from the full 
extent of regulation at the Port of Newcastle.  Read 
about regulation at the Port of Newcastle.  

Mobile Call and SMS Terminating Charges – 
Draft Decision 

On 6 May 2015 the ACCC issued a draft decision on 
the regulated price that mobile network operators 
charge each other and fixed-line network operators, 
for receiving calls on their mobile network.  For the 
first time, the ACCC draft decision also sets a 
regulated price that mobile network operators may 
charge for receiving SMS messages.  Read the draft 
decision.  

No Cross-subsidy of Contestable Services 
by Australia Post  

On 14 April 2015, the ACCC issued its tenth report 
assessing cross-subsidy between the services 
provided by Australia Post.  The ACCC has found, 
after economic testing of Australia Post’s 2013-14 
financial accounts, that Australia Post is not using 
profits from its monopoly reserved letter services to 
unfairly compete in other markets.  Read the 
ACCC's report on Australia Post. 

https://www.accc.gov.au/media-release/accc-draft-fixed-line-services-decision-sees-one-off-uniform-fall-in-access-prices-of-96
https://www.accc.gov.au/media-release/accc-draft-fixed-line-services-decision-sees-one-off-uniform-fall-in-access-prices-of-96
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Australian Energy Regulator (AER) 

New South Wales 2015–16 Network Pricing 
Proposals Approved 

On 17 June 2015 the AER approved Essential 
Energy’s and Ausgrid’s pricing proposals after 
assessing that they complied with Part I of the 
chapter 6 rules and the AER’s distribution 
determination for each business.  Read about the 
pricing proposals.  

Individual Exemptions for the Sale of 
Electricity Granted 

On 16 June 2015 the AER granted individual 
exemptions for the sale of electricity to: OTI Power; 
First Solar (Australia); Efficient Homes Australia; and 
Solar Assets.   

2015-16 Tariff Variations for NSW, ACT, SA 
and NT Gas Businesses Approved 

On 27 May 2015 the AER approved the 2015–16 
proposed annual tariff variations for the following gas 
networks:  Amadeus Gas Pipeline; Roma Brisbane 
Pipeline; Central Ranges Pipeline Gas Network; 
Allgas (Qld); Australian Gas Networks (SA); and 
Central Ranges Gas Pipeline (transmission).  Read 
about the tariff variations for 2015-16.     

Individual Exemptions for the Sale of 
Electricity Granted 

On 25 May 2015 the AER granted individual 
exemptions for the sale of electricity to: Global SPV 
4; ASC Energy; Global SPV 12.   

Individual Exemptions for the Sale of 
Electricity Granted 

On 19 May 2015 the AER granted individual 
exemptions for the sale of electricity to:  Concise 
Energy and GDY Solar. 

Revenue Proposals by ACT and NSW 
Electricity Distribution and Transmission 
Businesses – Final Decisions 

On 30 April 2015 the AER issued final decisions on 
the revenue proposals submitted by ACT and NSW 
electricity distribution and transmission businesses 
for the period starting on 1 July 2015.  Read the final 
decisions.     

Revenue Proposals by ACT and NSW 
Electricity Distribution and Transmission 
Businesses – Final Decisions 

On 30 April 2015 the AER issued final decisions on 
the revenue proposals submitted by ACT and NSW 
electricity distribution and transmission businesses 
for the period starting on 1 July 2015.  Read the final 
decisions.     

Revenue Proposals by SA Power Networks – 
Preliminary Decision 

On 30 April 2015 the AER issued its preliminary 
decision on the revenue proposal submitted by SA 
Power Networks for the five years starting on 1 July 
2015.  Read the preliminary decision.   

Revenue Proposals by Energex and Ergon 
Energy – Preliminary Decisions 

On 30 April 2015 the AER preliminary decisions on 
the revenue proposals submitted by the Queensland 
electricity distribution businesses Energex and Ergon 
Energy for the five years starting on 1 July 2015.  
Read the preliminary decisions.     

Revenue Proposals by TasNetworks – Final 
Decision 

On 30 April 2015 the AER issued its final decision on 
the revenue proposals submitted by the Tasmanian 
electricity transmission business TasNetworks for the 
four years starting on 1 July 2015.  Read the final 
decision.    

Individual Exemptions for the Sale of 
Electricity Granted 

On 28 April 2015 the AER granted individual 
exemptions for the sale of electricity to COzero and 
Energy Today. 

Australian Energy Market 
Commission (AEMC) 

Framework for Demand Management – Draft 
Rule 

On 28 May 2015 the AEMC released a draft 
determination in line with proposals from the Total 
Environment Centre and COAG Energy Council to 
encourage electricity distribution networks to find 
lower cost solutions to managing their systems.  
Read the draft rule. 

Stage 1 Draft Report for the East Coast Gas 
Review Released 

On 7 May 2015 the AEMC released the Stage 1 Draft 
Report in its review of the design, function and roles 
of facilitated gas markets and gas transport 
arrangements on Australia’s east coast.  The review 
is being carried out for the COAG Energy Council to 
support energy ministers’ Vision for Australia’s Future 
Gas Market.  Read the Stage 1 Draft Report.  

AEMO Access to Demand Forecasting 
Information – Consultation Starts 

On 7 May 2015 the AEMC started a consultation on a 
rule change request from the COAG Energy Council 
which seeks to allow the Australian Energy Market 
Operator (AEMO) to collect information for the 

http://www.aer.gov.au/node/33064
http://www.aer.gov.au/node/33064
http://www.aer.gov.au/node/32667
http://www.aer.gov.au/node/32667
http://www.aer.gov.au/node/31954
http://www.aer.gov.au/node/31954
http://www.aer.gov.au/node/31954
http://www.aer.gov.au/node/31954
http://www.aer.gov.au/node/31962
http://www.aer.gov.au/node/31958
http://www.aer.gov.au/node/31956
http://www.aer.gov.au/node/31956
http://www.aemc.gov.au/News-Center/What-s-New/Announcements/Draft-rule-to-strengthen-framework-for-demand-mana
http://www.aemc.gov.au/News-Center/What-s-New/Announcements/Stage-1-Draft-Report-for-the-east-coast-gas-review
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purpose of developing transmission connection point 
demand forecasts.  These forecasts may be used by 
AEMO in its national transmission planning role and 
by the AER to assess transmission network service 
providers’ regulatory proposals.  Read more about 
the consultation.  

National Competition Council 
(NCC) 

Application for Declaration of the Shipping 
Channel Service at the Port of Newcastle 

On 25 June 2015, the National Competition Council 
published on its website the submissions it has 
received in relation to the application for declaration 
of the shipping channel service at the Port of 
Newcastle.  The submissions are available to 
download at www.ncc.gov.au. 

Comet Ridge and Wallumbilla Pipeline – 15-
Year No Coverage Determination 

On 1 June 2015 the NCC received the relevant 
Minister's determination and statement of reasons for 
deciding to make a no-coverage determination for the 
Comet Ridge and Wallumbilla Pipeline in 
Queensland, in accord with the NCC's final 
recommendation. 

Allgas Network – Light Regulation 
Determination Final Decision 

On 28 April 2015 the NCC published its final decision 
that determined that the services provided by the 
Allgas Network be light regulation services. 
(Background:  On 27 January 2015, had Allgas 
Energy Pty Ltd applied to the NCC for a light 
regulation determination for the covered Allgas Gas 
Distribution Network (AGDN).  This network 
distributes gas to southern Brisbane, the Gold Coast, 
Tweed Heads and Banora Point in north east New 
South Wales, and the Toowoomba and Oakey 
townships.) 

Australian Capital Territory 

Independent Competition and 
Regulatory Commission (ICRC) 

Retail Prices for Small Electricity Customers 
for 2015-16 

On 15 June 2015 the ICRC announced its final 
decision on regulated retail prices for ActewAGL 
Retail’s small electricity customers from 1 July 2015.  
Read the final decision. 

Icon Water’s Regulated Water and Sewerage 
Services Prices for 2015-16 

On 4 June 2015 the ICRC announced the maximum 
prices that Icon Water can charge for its regulated 
water and sewerage services from 1 July 2015.  
Read about the pricing. 

ACT Electricity Feed-in Scheme Summary 
Report – March 2015 Quarter  

On 2 June 2015 the ICRC released its report on the 
Electricity Feed-in Scheme for feed-in from 
renewable energy generators to the electricity 
network is established under the Electricity Feed-in 
(Renewable Energy Premium) Act 2008 (ACT).  
Read the report.  

New South Wales 

Independent Pricing and 
Regulatory Tribunal (IPART) 

Regulated Gas Prices to Decrease 

On 16 June 2015 the IPART released updated 
average regulated retail gas prices to apply from 1 
July 2015.  Regulated prices are paid by 21 per cent 
of small gas customers in NSW, with the remainder 
having prices set under market contracts.  Regulated 
gas prices will decrease by an average of 3.9 per 
cent across NSW in 2015-16.  Read more about gas 
pricing.   

Review of Network Solar Feed-in Tariffs 

On 15 June 2015 the IPART commenced seeking 
community input into its review of solar feed-in tariffs 
from 1 July 2015 by releasing an Issues Paper for 
public comment today.  The review is aimed to 
determine the subsidy-free value of electricity 
exported from solar PV units and will involve setting a 
benchmark range for solar feed-in tariffs.  Read the 
Issues Paper.    

Northern Territory 

Utilities Commission 

2013-14 Power System Review 

On 18 June 2015 the Utilities Commission has 

released the  2013-14 Power System Review�.  
On an annual basis, the Commission is required by 
the Electricity Reform Act to prepare a Power System 
Review that reports on power system performance 
and capacity for the Darwin-Katherine, Alice Springs 
and Tennant Creek power systems. 

Network Access Tariffs Approved 

On 28 May 2015 the Utilities Commission approved 
the network access tariffs and charges for 2015-16, 

http://www.aemc.gov.au/News-Center/What-s-New/Announcements/Consultation-starts-on-giving-AEMO-access-to-deman
http://www.aemc.gov.au/News-Center/What-s-New/Announcements/Consultation-starts-on-giving-AEMO-access-to-deman
http://www.ncc.gov.au/
http://ncc.gov.au/application/application-for-15-year-no-coverage-determination-comet-ridge-to-wallumbill/5
http://ncc.gov.au/application/application-for-15-year-no-coverage-determination-comet-ridge-to-wallumbill/5
http://ncc.gov.au/application/application-for-light-regulation-of-the-allgas-gas-distribution-network/5
http://www.icrc.act.gov.au/energy/electricity/electricity/
http://www.icrc.act.gov.au/water-and-sewerage/inquiries-and-investigations/
http://www.icrc.act.gov.au/energy/electricity/electricity-feed-in-arrangements/#act-electricity-feed-in-scheme-summary-report-september-2014-quarter
http://www.ipart.nsw.gov.au/Home/Industries/Gas/Reviews/Retail_Pricing/Review_of_regulated_retail_gas_tariffs_and_charges_for_2015-16/16_Jun_2015_-_Media_Release/Regulated_gas_prices_to_fall_for_most_customers_-_16_June_2015
http://www.ipart.nsw.gov.au/Home/Industries/Gas/Reviews/Retail_Pricing/Review_of_regulated_retail_gas_tariffs_and_charges_for_2015-16/16_Jun_2015_-_Media_Release/Regulated_gas_prices_to_fall_for_most_customers_-_16_June_2015
http://www.ipart.nsw.gov.au/Home/Industries/Electricity/Reviews/Retail_Pricing/Review_of_Solar_feed-in_tariffs_2015-16/15_Jun_2015_-_Media_Release/Review_of_NSW_solar_feed-in_tariffs_-_15_June_2015
http://www.ipart.nsw.gov.au/Home/Industries/Electricity/Reviews/Retail_Pricing/Review_of_Solar_feed-in_tariffs_2015-16/15_Jun_2015_-_Media_Release/Review_of_NSW_solar_feed-in_tariffs_-_15_June_2015
http://www.utilicom.nt.gov.au/PMS/Publications/UC-PSR-1505.pdf
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effective 1 July 2015.  The reference tariffs and 
charges approved for 2015-16 are the maximum that 
the Power and Water Corporation can charge for 
standard network access services provided with 
respect to its prescribed electricity networks.  Read 
more about the tariffs and charges for 2015-16.  

Queensland 

Queensland Competition Authority 
(QCA) 

Regulated Retail Electricity Prices for 2015-
16 – Final Determination 

On 18 June 2015 the QCA released its final decision 
on regulated retail electricity prices for 2015–16.  
Access MR here.  

Regional Queensland Solar Feed-in Tariff 

On 2 June 2015 the QCA corrected its final report 
into a mandatory solar feed-in tariff for customers in 
regional Queensland in 2015-16.  The correct feed-in 
tariff rate for 2015-16 is 6.348 cents per kWh.  Media 
Release here. 

Gladstone Area Water Board Price 
Monitoring 

On 29 May 2015 the QCA released its estimates of 
2015-16 prices for all of GAWB's price zones. 

Southeast Queensland Bulk Water Prices 
2015-18 

On 1 April 2015 the QCA released a final report 
recommending bulk water prices for south east 
Queensland for 2015–18.  Bulk water is purchased 
by retailers for sale to the public and accounts for 
about 30 per cent of an average household's water 
and sewerage bill.  

South Australia 

Essential Services Commission of 
South Australia (ESCOSA) 

Retailer Feed-in Tariff Adjustment 

In June 2015 the ESCOSA announced that in 
September 2015 it will review whether or not the 
current minimum Retailer Feed-in Tariff (R-FiT) of 
5.3cents per kWh should change from 1 January 
2016, in accordance with the requirements set out in 
the 2015-2016 minimum R-FiT price determination.  
Read about the upcoming review.  

Australian Gas Networks Jurisdictional 
Service Standards for the 2016-2021 
Regulatory Period 

On 4 June 2015 the ESCOSA announced it has 
made its Final Decision on the jurisdictional service 
standards to apply to Australian Gas Networks (AGN) 
for the 2016-2021 regulatory period. The review has 
determined that AGN’s current service levels are 
appropriate and should be maintained for the 2016-
2021 regulatory period.  Read more about the 
jurisdictional service standards. 

Review of National Energy Customer 
Framework in South Australia 

In June 2015 the ESCOSA announced that, in 
October 2015, it will release for public consultation a 
Draft Report on the review of the operation of the 
National Energy Customer Framework.  Read more 
about the National Energy Customer Framework.  

2015 South Australian Rail Access Regime 
Review – Draft Report 

On 5 June 2015 the ESCOSA released a Draft 
Report on its review of the South Australia Rail 
Access Regime.  The draft recommendation of this 
review is that the current regime that provides for 
third-party access to South Australian railway 
infrastructure services should continue from 31 
October 2015 for a further five-year period.  The 
ESCOSA has, however, formed the preliminary view 
that there are some areas where the Access Regime 
could be improved to make it even more effective: to 
clarify the scope of regulated infrastructure services; 
and to investigate opportunities for greater integration 
of transport access regimes.  Response to the Draft 
Report is required by 14 July 2015.  A Final Report is 
due for release in October 2015.  Read the Draft 
Report.  

Tarcoola-Darwin Railway: Ten-year Review of 
Revenues Draft Report 

On 7 May 2015 the ESCOSA released a Draft Report 
on its review of revenues earned through the 
provision of access to the Tarcoola-Darwin Railway 
during the first ten years of operation.  Read about 
the Review.   

Tasmania 

Office of the Tasmanian Economic 
Regulator (OTTER) 

Tasmanian Water and Sewerage Price 
Determination 

On 30 April 2015 the OTTER announced completion 
of its price determination investigation into prices and 
service standards for water and sewerage services, 

http://www.utilicom.nt.gov.au/Newsroom/Lists/Posts/Post.aspx?ID=196
http://www.utilicom.nt.gov.au/Newsroom/Lists/Posts/Post.aspx?ID=196
http://www.qca.org.au/Media-Centre/Media-Releases/Media-Releases/2015/Jun/QCA-releases-Final-Determination-on-regulated-reta
http://www.qca.org.au/Media-Centre/Media-Releases/Media-Releases/2015/Jun/Regional-QLD-solar-feed-in-tariff
http://www.qca.org.au/Media-Centre/Media-Releases/Media-Releases/2015/Jun/Regional-QLD-solar-feed-in-tariff
http://www.qca.org.au/Media-Centre/Media-Releases/Media-Releases/2015/May/Gladstone-Area-Water-Board-prices-for-2015-20
http://www.qca.org.au/Media-Centre/Media-Releases/Media-Releases/2015/Apr/South-east-Queensland-bulk-water-prices-2015-18
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http://www.escosa.sa.gov.au/library/20150603-Gas-AGN-JSS-2016-2021-FinalDecision-ExecutiveSummary.pdf
http://www.escosa.sa.gov.au/library/20150603-Gas-AGN-JSS-2016-2021-FinalDecision-ExecutiveSummary.pdf
http://www.escosa.sa.gov.au/article/events.aspx?p=350
http://www.escosa.sa.gov.au/article/events.aspx?p=350
http://www.escosa.sa.gov.au/article/newsdetail.aspx?p=16&id=1343
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and published its Final Report and Price 
Determination.  The Determination applies to 
TasWater’s regulated prices and services from 1 July 
2015 to 30 June 2018.  Read the Final Report and 
Price Determination.  

Wholesale pricing – Frequency Control 
Ancillary Services (FCAS)   

In April 2015 the OTTER announced a 2015 Review 
of whether the declaration of raise contingency 
(Frequency Control Ancillary Services) FCAS as a 
declared electrical service should be retained or 
revoked.  Submissions were required by 15 May 
2015.  

Victoria 

Essential Services Commission 
(ESC) 

Water Price Review 2016 – Melbourne Water 

In April 2015 the ESC released its 2015 Consultation 
Paper on Melbourne Water's 2016 price review; a 
new requirement under WIRO 2014.  The ESC must 
approve new prices for Melbourne Water for the 
pricing period commencing 1 July 2016. 

Best Practice Financial Hardship Programs 
of Retailers – Inquiry 

On 27 March 2015 the ESC released an issues paper 
for its review of the policies, practices and 
procedures that energy retailers use to help 
customers in financial hardship avoid disconnection.  
View the submissions received. 

Western Australia 

Economic Regulation Authority 
(ERA) 

Economic Regulation Authority Consumer 
Consultative Committee 

On 10 June 2015 the ERA published the minutes of 
the 2 June 2015 ERA Consumer Consultative 
Committee.  Its members represent the interests 
of a wide range of consumers.  

Electricity Code Consultative Committee 

On 4 June 2015 the ERA announced its appointment 
of members to the Electricity Code Consultative 
Committee (ECCC) for the 2015-2017 membership 
term. 

Variation to Western Power's Access 
Arrangement – Final Decision 

On 4 June 2015 the ERA announced it has approved 
a variation to Western Power's access arrangement 

allowing it to defer the lodgement date for the next 
access arrangement review (2017-18 to 2021-22 
(AA4)) from 1 March 2016 to 31 December 2016.  
Read the Final Decision. 

Review of the Railways (Access) Code 2000 – 
Issues Paper 

On 7 May 2015 the ERA published a further 
submission received, regarding its third review of the 
Railways (Access) Code 2000.  An issues paper was 
published in February and submissions were required 
by 11 June.  A draft report will follow as the current 
access code expires in February 2016.  Read more 
about the 2015 Code Review.  

New Zealand 

New Zealand Commerce 
Commission (CCNZ) 

Review of Input Methodologies (IM) 

See ‘Notes on Interesting Decisions’. 

Airport Services (WACC Percentile) 
Amendment Determination 

On 10 June 2015 the CCNZ released a paper 
setting out its decision on amendments to the input 
methodologies relating to the weighted average cost 
of capital (WACC) percentile that applies to airport 
services regulated under Part 4 of the Commerce Act 
1986. 

Telecommunications Monitoring Report 
Released 

On 8 June 2015 the CCNZ released its latest annual 
telecommunications monitoring report analysing the 
state of New Zealand’s telecommunications markets.  
Access report here.  

Christchurch International Airport Limited’s 
(CIAL) – Disclosure of Revised Pricing 
Information 

On 22 May 2015 the CCNZ published its 
observations on Christchurch International Airport 
Limited’s (CIAL) disclosure of revised pricing 
information, clarifying its pricing methodology in 
response to conclusions the NZCC had previously 
reached about the lack of transparency of its 
approach.  See observations here.  

Wellington Airport – Draft Report on Revised 
Pricing 

On 17 April 2015 the CCNZ released its draft report 
indicating Wellington Airport is now targeting returns 
for the period from 1 June 2014 to 31 March 2019 
that fall within an estimated range of acceptable 
returns of 7.4 and 8.4 per cent.  Draft Report here   
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http://www.energyregulator.tas.gov.au/domino/otter.nsf/LookupFiles/15_1099%20Media%20Release%20-%202015%20Tasmanian%20Water%20and%20Sewerage%20Price%20Determination.PDF/$file/15_1099%20Media%20Release%20-%202015%20Tasmanian%20Water%20and%20Sewerage%20Price%20Determination.PDF
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http://www.esc.vic.gov.au/Water/Water-Price-Review-2016-Melbourne-Water/publications
http://www.esc.vic.gov.au/Water/Water-Price-Review-2016-Melbourne-Water/publications
http://www.esc.vic.gov.au/Water/Water-Price-Review-2016-Melbourne-Water/publications
http://www.esc.vic.gov.au/getattachment/84de565e-0328-4dad-99f4-b8afc5adfdd3/Media-Release-Commission-Invites-Public-Comment-on.pdf
https://www.erawa.com.au/cproot/13548/2/Economic%20Regulation%20Authority%20Consumer%20Consultative%20Committee%20-%20Meeting%20of%202%20June%202015.pdf
https://www.erawa.com.au/cproot/13548/2/Economic%20Regulation%20Authority%20Consumer%20Consultative%20Committee%20-%20Meeting%20of%202%20June%202015.pdf
https://www.erawa.com.au/cproot/13539/2/Variation%20to%20Western%20Power's%20Access%20Arrangement%20-%20Final%20Decision.pdf
https://www.erawa.com.au/rail/rail-access/railways-access-code-2000-reviews/2015-code-review
https://www.erawa.com.au/rail/rail-access/railways-access-code-2000-reviews/2015-code-review
http://www.comcom.govt.nz/regulated-industries/input-methodologies-2/further-work-on-wacc/
http://www.comcom.govt.nz/the-commission/media-centre/media-releases/detail/2015/telco-report-shows-strong-growth-in-data-consumption
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Notes on Interesting 
Decisions 

New Zealand Commerce Commission – 
Review of Input Methodologies (IM) 

The New Zealand Commerce Commission (CCNZ) 

has commenced a review of its Input Methodologies 

(IM) approach with an initial media release on 8 June 

2015 and a second one on 16 June 2015.  

Information on the review can be found on the Input 

methodologies review page. 

The IMs are a range of rules, requirements and 

processes that apply to regulation in New Zealand. 

Under Part 4 of the Commerce Act, the CCNZ is 

required to set and apply IMs to regulated electricity 

lines services (distribution and transmission), gas 

pipelines (distribution and transmission) and specified 

airport services.  As section 52R of the Act stipulates, 

the purpose of the IMs is to promote certainty for 

suppliers and consumers of regulated goods and 

services in relation to the rules, requirements and 

processes applying to regulation.  The IMs cover 

matters such as the valuation of assets, the cost of 

capital, the treatment of taxation, and the allocation of 

costs.  They are implemented through different 

regulatory instruments, such as determinations on 

the maximum prices suppliers of regulated goods and 

services can charge or the information they must 

disclose.  

The IM review aims to assess whether there are any 

necessary changes to the IMs more effectively to 

promote the long term benefit of consumers.  The 

CCNZ is undertaking this review in consultation with 

all stakeholders.  The Commerce Act requires the 

CCNZ to review each IM within seven years of its 

date of publication and, after that, at intervals of no 

more than seven years.  The review is being 

conducted earlier than required, and excludes the 

Transpower Capital Expenditure Input Methodology 

(Capex IM).  The Capex IM sets out the rules and 

requirements relating to Transpower’s capital 

expenditure proposals.  The CCNZ considers it 

appropriate to defer the review of the Capex IM 

which: was originally determined in January 2012, 

separately from and later than the other IMs; has 

recently been amended; and does not substantially 

drive decisions in relation to the other IMs. 

The CCNZ’s first paper for industry and consumers 

as part of the review of input methodologies is titled 

as the problem definition paper.  One of the 

questions raised in the paper is whether any changes 

should be made to the way risks and rewards are 

shared between suppliers and consumers of 

regulated services.  In particular, the CCNZ is 

seeking views on what the implications of emerging 

technologies in the energy sector (such as solar 

photovoltaics and electric vehicles) might have on the 

regulation of electricity lines services.  The CCNZ 

also intends to build on its recent reviews of the 

effectiveness of the airports information disclosure 

regime by seeking views on how better to assess 

airport profitability over time.  The paper is the first 

step in developing a clear problem definition for the 

review; firm proposals for change will be developed 

later in the process.  Prior to receiving formal written 

submissions the CCNZ will hold a forum for 

stakeholders on 29 and 30 July 2015 to hear directly 

from suppliers and consumers on the main topics for 

the review.  The forum also aims to help parties 

develop their submissions by allowing them to test 

their views and explore alternative perspectives.  
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Regulatory News 

2015 ACCC/AER Regulatory Conference 

The theme for the sixteenth ACCC/AER Regulatory 
Conference is ‘Better Regulatory Outcomes; Less 
Regulatory Burden’.  The conference will be held in 
Brisbane on 6 and 7 August 2015 at the Sofitel Hotel.  
Visiting speakers this year are:  

 Professor Stephen Littlechild, University of 
Cambridge 

 Professor Anna Creti, University Paris Dauphine 

 Professor Tim Brennan, University of Maryland 

 Mr Luigi Carbone, Board Member, Italian 
Regulatory Authority for Electricity, Gas and 
Water 

 Professor Tooraj Jamasb, Durham University 

 Ms Sonia Brown, Chief Regulation Officer, 
Ofwat 

 Mr David Blacktop, Principal Counsel – 
Competition, New Zealand Commerce 
Commission 

The conference program and registration form are 
available on the ACCC website at: 

https://www.accc.gov.au/about-us/conferences-
events/accc/aer-regulatory-conference/accc-aer-
regulatory-conference-2015 

Places are limited so register now to ensure your 
attendance at this year’s conference.  
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	Revenue Proposals by ACT and NSW Electricity Distribution and Transmission Businesses – Final Decisions
	On 30 April 2015 the AER issued final decisions on the revenue proposals submitted by ACT and NSW electricity distribution and transmission businesses for the period starting on 1 July 2015.  Read the final decisions.
	Revenue Proposals by ACT and NSW Electricity Distribution and Transmission Businesses – Final Decisions
	On 30 April 2015 the AER issued final decisions on the revenue proposals submitted by ACT and NSW electricity distribution and transmission businesses for the period starting on 1 July 2015.  Read the final decisions.

	Revenue Proposals by SA Power Networks – Preliminary Decision
	On 30 April 2015 the AER issued its preliminary decision on the revenue proposal submitted by SA Power Networks for the five years starting on 1 July 2015.  Read the preliminary decision.
	Revenue Proposals by Energex and Ergon Energy – Preliminary Decisions
	On 30 April 2015 the AER preliminary decisions on the revenue proposals submitted by the Queensland electricity distribution businesses Energex and Ergon Energy for the five years starting on 1 July 2015.  Read the preliminary decisions.
	Revenue Proposals by TasNetworks – Final Decision
	On 30 April 2015 the AER issued its final decision on the revenue proposals submitted by the Tasmanian electricity transmission business TasNetworks for the four years starting on 1 July 2015.  Read the final decision.
	Individual Exemptions for the Sale of Electricity Granted
	On 28 April 2015 the AER granted individual exemptions for the sale of electricity to COzero and Energy Today.
	Australian Energy Market Commission (AEMC)
	Framework for Demand Management – Draft Rule
	On 28 May 2015 the AEMC released a draft determination in line with proposals from the Total Environment Centre and COAG Energy Council to encourage electricity distribution networks to find lower cost solutions to managing their systems.  Read the dr...
	Stage 1 Draft Report for the East Coast Gas Review Released
	AEMO Access to Demand Forecasting Information – Consultation Starts

	National Competition Council (NCC)
	Application for Declaration of the Shipping Channel Service at the Port of Newcastle
	Comet Ridge and Wallumbilla Pipeline – 15-Year No Coverage Determination
	Allgas Network – Light Regulation Determination Final Decision

	Australian Capital Territory
	Independent Competition and Regulatory Commission (ICRC)
	Retail Prices for Small Electricity Customers for 2015-16
	Icon Water’s Regulated Water and Sewerage Services Prices for 2015-16
	ACT Electricity Feed-in Scheme Summary Report – March 2015 Quarter

	New South Wales
	Independent Pricing and Regulatory Tribunal (IPART)
	Regulated Gas Prices to Decrease
	On 16 June 2015 the IPART released updated average regulated retail gas prices to apply from 1 July 2015.  Regulated prices are paid by 21 per cent of small gas customers in NSW, with the remainder having prices set under market contracts.  Regulated ...
	Review of Network Solar Feed-in Tariffs
	On 15 June 2015 the IPART commenced seeking community input into its review of solar feed-in tariffs from 1 July 2015 by releasing an Issues Paper for public comment today.  The review is aimed to determine the subsidy-free value of electricity export...

	Northern Territory
	Utilities Commission
	2013-14 Power System Review
	Network Access Tariffs Approved

	Queensland
	Queensland Competition Authority (QCA)
	Regulated Retail Electricity Prices for 2015-16 – Final Determination

	On 18 June 2015 the QCA released its final decision on regulated retail electricity prices for 2015–16.  Access MR here.
	Regional Queensland Solar Feed-in Tariff
	Gladstone Area Water Board Price Monitoring
	Southeast Queensland Bulk Water Prices 2015-18

	South Australia
	Essential Services Commission of South Australia (ESCOSA)
	Retailer Feed-in Tariff Adjustment
	In June 2015 the ESCOSA announced that in September 2015 it will review whether or not the current minimum Retailer Feed-in Tariff (R-FiT) of 5.3cents per kWh should change from 1 January 2016, in accordance with the requirements set out in the 2015-2...

	Australian Gas Networks Jurisdictional Service Standards for the 2016-2021 Regulatory Period
	On 4 June 2015 the ESCOSA announced it has made its Final Decision on the jurisdictional service standards to apply to Australian Gas Networks (AGN) for the 2016-2021 regulatory period. The review has determined that AGN’s current service levels are a...
	Review of National Energy Customer Framework in South Australia
	In June 2015 the ESCOSA announced that, in October 2015, it will release for public consultation a Draft Report on the review of the operation of the National Energy Customer Framework.  Read more about the National Energy Customer Framework.
	2015 South Australian Rail Access Regime Review – Draft Report

	On 5 June 2015 the ESCOSA released a Draft Report on its review of the South Australia Rail Access Regime.  The draft recommendation of this review is that the current regime that provides for third-party access to South Australian railway infrastruct...
	Tarcoola-Darwin Railway: Ten-year Review of Revenues Draft Report
	On 7 May 2015 the ESCOSA released a Draft Report on its review of revenues earned through the provision of access to the Tarcoola-Darwin Railway during the first ten years of operation.  Read about the Review.

	Tasmania
	Office of the Tasmanian Economic Regulator (OTTER)
	Victoria
	Essential Services Commission (ESC)
	Water Price Review 2016 – Melbourne Water
	In April 2015 the ESC released its 2015 Consultation Paper on Melbourne Water's 2016 price review; a new requirement under WIRO 2014.  The ESC must approve new prices for Melbourne Water for the pricing period commencing 1 July 2016.
	Best Practice Financial Hardship Programs of Retailers – Inquiry
	On 27 March 2015 the ESC released an issues paper for its review of the policies, practices and procedures that energy retailers use to help customers in financial hardship avoid disconnection.  View the submissions received.

	Western Australia
	Economic Regulation Authority (ERA)
	Economic Regulation Authority Consumer Consultative Committee
	On 10 June 2015 the ERA published the minutes of the 2 June 2015 ERA Consumer Consultative Committee.  Its members represent the interests of a wide range of consumers.
	Electricity Code Consultative Committee
	Variation to Western Power's Access Arrangement – Final Decision
	On 4 June 2015 the ERA announced it has approved a variation to Western Power's access arrangement allowing it to defer the lodgement date for the next access arrangement review (2017-18 to 2021-22 (AA4)) from 1 March 2016 to 31 December 2016.  Read t...
	Review of the Railways (Access) Code 2000 – Issues Paper
	On 7 May 2015 the ERA published a further submission received, regarding its third review of the Railways (Access) Code 2000.  An issues paper was published in February and submissions were required by 11 June.  A draft report will follow as the curre...

	New Zealand
	New Zealand Commerce Commission (CCNZ)
	Review of Input Methodologies (IM)

	See ‘Notes on Interesting Decisions’.
	Airport Services (WACC Percentile) Amendment Determination

	On 10 June 2015 the CCNZ released a paper setting out its decision on amendments to the input methodologies relating to the weighted average cost of capital (WACC) percentile that applies to airport services regulated under Part 4 of the Commerce Act ...
	Telecommunications Monitoring Report Released

	On 8 June 2015 the CCNZ released its latest annual telecommunications monitoring report analysing the state of New Zealand’s telecommunications markets.  Access report here.
	Christchurch International Airport Limited’s (CIAL) – Disclosure of Revised Pricing Information

	On 22 May 2015 the CCNZ published its observations on Christchurch International Airport Limited’s (CIAL) disclosure of revised pricing information, clarifying its pricing methodology in response to conclusions the NZCC had previously reached about th...
	Wellington Airport – Draft Report on Revised Pricing

	On 17 April 2015 the CCNZ released its draft report indicating Wellington Airport is now targeting returns for the period from 1 June 2014 to 31 March 2019 that fall within an estimated range of acceptable returns of 7.4 and 8.4 per cent.  Draft Repor...
	New Zealand Commerce Commission – Review of Input Methodologies (IM)


	Regulatory News
	2015 ACCC/AER Regulatory Conference


