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PDC on Pricing Under Extreme Conditions et al

Minutes of meeting, 19 July 2001.

Chair:  Rod Shogren

Attendees:

Name Organisation
Trish Benson Public Interest Advocacy Centre
Jim Wellsmore Public Interest Advocacy Centre
Chris Field Consumer Law Centre Victoria
Bill Truscott NEMMCO
John Dick Energy Action Group
Roman Domanski Energy Users Association of Australia
Stephen Orr Hazlewood Power
Lasantha Perera Electricity Markets Research Institute
Sandra Chambers Australian Greenhouse Office
Joanne Halliday Australian Greenhouse Office
Peter Cunningham Country Energy
Stephen Kelly NECA
Bob Burgstad SA Independent Regulator
Peter Hoogland Country Energy
Frank Nevill Integral Energy
Jerry Barrett Country Energy
Harry Colebourn Energy Australia
Darren Barlow Ergon Energy

Mr Shogren advised all participants of the procedures to be adhered to during the
conference.

Item 1 - End User Advocacy

Country Energy (Peter Cunningham)

• agreed with the concept of end-user advocacy;
• considers that small end-user advocacy groups have had limited involvement in the

development of the market to date but with the introduction of full retail
contestability the need for end-user advocacy will become more important;

• has reservations about the effectiveness of small end-user advocacy under the
proposed model;

• considers that retailers and their customers interests are closely aligned;
• has reservations about the ongoing governance arrangements, in particular the lack

of detail about the accountability of end-user panel appointees (for example, who is
accountable for overspends);

• is not confident that the balanced voting rights of the Panel will limit funding as
suggested by the ACCC;
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• considers that retailers face a regulatory risk caused by an inability to pass on the
end-user levy to non-contestable customers during the course of present tariff
orders; and

• scope of funding - considers the Advocacy Panel should be limited strictly to NEM
matters.

Public Interest Advocacy Centre (Jim Wellsmore)

• believes that an end-user advocacy mechanism is important as it is difficult for
small consumers to educate themselves properly about the NEM;

• noted that in the telecommunications arena there are separate advocacy paths for
small and large consumers but that in this model they are lumped together;

• does not consider that retailers are able to speak on behalf of residential consumers;
• considers that there is a need to focus on small end-users as they are the group

whose advocacy is currently not being funded and that large users should and are
able to pay for their own advocacy;

• worried about large end-users monopolising the process at the expense of small
end-users;

• under the model being proposed considers that small users will be funding the
advocacy of large users and that these two groups have different interests;

• concerned about the procedures for appointing the chairperson and does not
consider that small end-users do not have enough representation on the Panel; and

• suggested an alternative model providing for greater end-user representation.

Consumer Law Centre Victoria  (Chris Field)

• considered the NECA review process/findings to be generally adequate;
• rationale for the scheme – considered that up till now there had been a lack of

resources available for end-user groups and that markets operate better when
consumers are informed and their views represented and advocated;

• cap on funding allocation – did not believe that it was appropriate to cap the Panel’s
funding as the quantum of funding required at this stage is difficult to determine;

• scope of funding – inappropriate to limit the scope of funding;
• co-payment issue – consider this to be a flawed proposal as small consumer groups

would find it difficult to provide a co-payment;
• governance issues – did not consider the model to be accountable, transparent or to

meet current benchmarks for such panels;
• considers that the principle beneficiaries should be those small consumers least able

to advocate their interests and is therefore seeking two small end-user
representatives on the Panel (rather than one as is currently proposed); and

• did not consider the process for appointing representatives to the panel to be a good
transparent or rigorous process.  Suggested that the Commonwealth Consumer
Affairs benchmarks for the appointment of Dispute Resolution Boards should be
adopted.  Suggested that in addition to a public advertisement process, consumer
organisations should be asked to nominate representatives to the Panel, such
nominees would be considered by the Chair and appointments would be ratified by
NECA and the ACCC.
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Energy Users of Association of Australia   (Roman Domanski )

• considers that the principle of end-user advocacy funding is sound and that
balanced representation results in optimal market outcomes;

• considers that there is a need for more effective consumer representation because
of: the diversity of end-users interests; all end users find it difficult to gather the
resources to fund advocacy (this applies particularly to small users, but is a problem
at the large end as well due to ‘free rider’ problems and information asymmetry);
and the lack of understanding about the NEM as end-users are remote from it and
the issues are complex;

• did not consider that retailers were able represent end-users as they have their own
interests to protect;

• considers that a funding cap could be determined but at present is unsure what it
should be or who would be well placed to determine it;

• considers that the amount and allocation of funding would best be decided by the
Advocacy Panel after broad consultation and input from all stakeholders;

• governance arrangements – had some concerns about the appointment of
representatives to the panel.  Identified the need for quality appointments to the
panel and good rules to ensure proper accountability;

• considered that the chair should be able to vote on all issues in order to resolve any
deadlocks that might arise;

• co-payment issue – considers there could be different requirements for different
end-users and for different projects.  Also need to consider non-financial
contributions;

• scope of funding – believes that the current scope is too narrow for consumer
advocacy purposes and that many excluded areas appear to be afflicted by problems
that arguably justify even more end-user advocacy (for example, derogations,
dominated by jurisdictional interests);

• disputes the argument put by some that small end-users will end up subsidising
large end-user advocacy and that, if anything, the opposite would happen;

• it would be unfair to have all end-users paying for advocacy, but have some
excluded from the funding scheme;

• considers that the proposal should be seen in context – an average household will
pay 4 cents per annum for advocacy with the present $1 million that has been
allocated, whilst a socially disadvantaged household will pay less (perhaps 1.5
cents); and

• overall considered that the proposal could be improved upon but that it was
workable and should be given the opportunity to bed down.

John Dick (Energy Action Group)

• considered that there was a lack of end-user representation from Victoria,
Queensland and South Australia; primarily due to the problems these groups have
in obtaining funding;

• noted that a large number of reviews/studies into the NEM were being undertaken
but that there was only a handful of end-user representatives who were across all
the issues;

• believe that small groups should also be participating in areas other than just code
changes;  and
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• considered that 95% of the issues in the NEM were common between small and big
consumers (for example, ancillary payments).

Lasantha Perera (Electricity Markets Research Institute)

• supported the proposal for end-user advocacy but could not understand why market
participants had to be represented on the Advocacy Panel alongside end-users;

• considered that there should be adequate representation for the many end-users
groupings that have a diverse range of interests and concerns (for example,
business - small/big, residential – rural/urban);

• considered that there should not be a requirement for a co-payment as end-user
groups generally find it difficult to obtain funding; and

• noted that research organisations with specific focus on electricity market issues
also need to be represented on the Advocacy Panel despite having a broader
perspective than individual end-user advocacy groups.

Ergon Energy (Darren Barlow)

• considers that interested parties were overlooking the real purpose and intent of
end-user advocacy code changes, that is, to allow consumers to participate in the
code change process rather than an amount of money for a wider range of issues.

NECA (Stephen Kelly)

• agrees that there is a need for end-user advocacy but that the scope of advocacy
needed limiting;

• considers that the co-payment principle should be applied as it demonstrates an
applicant’s commitment to an advocacy/research project.  In addition, believed that
it had been drafted so that it would not exclude genuine groups or rule out sensible
applications; and

• advised that a high level panel would be established to appoint members of the
advocacy panel and that this panel would be required to use the code’s consultation
procedures.

Item 2 - Pricing under extreme conditions

NEMMCO (Bill Truscott)

• NEMMCO submission to the ACCC addresses the implementation date for a
system for mandatory restrictions trading;

• NEMMCO advised that it would need to undergo some fairly rigorous consultations
during the development of this system and that it intends to start proper on the
development of the system once the code changes have been authorised.  It was
noted that some work had already begun on the system but NEMMCO is unable to
develop the system further until the required consultations have occurred;

• NEMMCO expects the interim system to be in place by December 2001 and the
final system to be implemented by July 2002.
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NECA (Stephen Kelly)

• NECA did not want to establish a precedent whereby NEMMCO set the pace of
change in the market.  NECA considers that the new system needs to be in place
before summer and that it would be concerned if NEMMCO had veto on the timing,
as the issue had been around for some time now.

Item 3 – Other matters

No other matters were raised.

Item 4 – Concluding comments

Mr Shogren thanked participants for their attendance and advised them that they had
until 27 July to make any further submissions on the proposed code changes.  He
advised that he would take on board their comments and that the Commission would
reach a decision on the content of the final determination at a later date.
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