SUBMISSION: To the Essential Services Commission

RE: Draft Decision Minimum Electricity Feed-in Tariffs from 1 July 2025: 10 January
FROM: Phillip Anstis

AS: A residential owner of a 5kW roof-top solar PV system

DATED: 27 January 2025

DATE DUE: 31 January 2025

1.0 Summary: a flawed process and a Feed-in Tariff that is
demonstrably wrong

The ESC’s Draft Decision is so deficient in logic, basic arithmetic, basic economic endeavour (but with
an excess of faulty assumptions) that it really is quite difficult to know where to begin. That's
because it basically presents as a low-quality copy 'n’ paste version from previous years — but with
new and significant errors embedded in it throughout.

The ESC's Draft Decision reveals several key areas where their analysis is incomplete or has not been
updated. In some sections, out-of-date assumptions are simply repeated, rather than being retested
and re-examined, as one would expect of a strong and active economic regulator. Yet the ESC
present as strangely passive in areas of key interest to Victorian residents with rooftop solar — who
are considered more as commercial small-scale generators by the ESC rather than Victorian citizens.

The Draft Decision is also misleading in several areas by omission of vital information which would
enable respondents to make a more fully informed assessment of the pricing proposal and their
subsequent submission.

Once these omissions, errors of logic, faulty assumptions and relevant information are updated, the
overzealous nature of the ESC’s attitude to reach Feed-in Tariff (FiT) net zero can be recalibrated and
the correct flat FiT becomes 9.22 cents per kWh. This will be clearly demonstrated in this submission
to be supported by fact and relevant legislation.

The ESC'’s insistence to treat Victorian residents with rooftop solar as small-scale generators of
electricity for grid consumption rather than hardworking and socially-minded Victorian citizens who
have invested their own private capital (that the State also benefits from) comes with risks to the
ESC. One of the biggest risks is that of unconscious bias, and in the quest to drive the FiT to zero over
many years to benefit electricity retailers, that bias has been revealed in all its misery in this Draft
Decision. The ESC appears to take great joy in decreasing any FiT component by 0.01 ¢/kWhr,* yet
steadfastly refuse to examine any FiT component that would actually increase under the proper
application of their obligations under legislation and benefit small-scale generators.

! The Avoided social cost of carbon component is reduced from 2.5 ¢/kWh last year to 2.49 ¢/kWh in this Draft
Decision without comment by the ESC






2.0 Who regulates the regulator?

The Victorian Government requires all public sector agencies to adopt their Public Engagement
Framework 2021-25.° This involves the suggested adoption and application of the IAP2 Spectrum of
Public Participation model as best practice (refer Figure 1 Below).® " There is no evidence provided in
this Draft Decision engagement process that the ESC have considered either resource, let alone
applied them. As a matter of interest, the ESC itself demanded that Victorian water corporations
adopt the IAP2 model in their pricing engagement with consumers and they did so in excruciating
detail during the recent 2023 Price Review process.® However, the ESC appears to believe that this
basic standard does not apply to itself in its engagement with the community.

Figure 1 The IAP2 Spectrum of Public Participation
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Announcing this Draft Decision on 10 January 2025, the ESC has also considered that 21 days in the

middle of the traditional holiday period is appropriate for consumers to read complex information,
comprehend, research and respond associated with the Draft Decision.” If an agency reporting to the
ESC considered this an acceptable time frame for consumer engagement, the ESC would be
outraged. Yet somehow, this inadequate timeframe is considered appropriate for Victorians in the
middle of the traditional holiday season. The ESC’s own Stakeholder Engagement Framework
Document states that up to four weeks can be made for feedback to annual updates. So why has the

* https:/fwww . vic.gov.au/public-engagement-framework-2021-2025

§ https://www.vic.gov.aw/public-engagement-framework-2021-2025/legislation-policy-and-best-practice

T 1AP2 stands for International Association of Public Participation
8 hitps://www.esc.vic.gov.aufwater /water-prices-tariffs-and-special-drainage/water-price-reviews Accessed

27 January 2025
9 Refer Appendix Al



ESC disregarded their own standards, and not allowed the full 28 days for evaluation of this complex
Draft Decision? 1°

Due to the lack of the explicit application of the |AP2 model the public have no idea what the intent
of this engagement with the Draft Decision actually is."!

Is it to ‘Collaborate” with the public to develop a final FiT price or is it to simply ‘Inform’ them of the
decision made by the ESC? Given the historical record of the Final Decisions over several years, the
answer is immediately obvious, it is for the ESC to continue the charade of accepting feedback but
having no intention whatsoever of altering any aspect of the Final Decision.'* The ESC should adopt
the IAP2 model and explicitly state the purpose of the consultation according to this internationally
accepted model, and that would be to ‘Inform’ only. This way the expectations can be made clear,
and consumers providing submissions would be under no illusion as to the futility of providing
feedback in the expectation that their views may actually influence the final decision. If the ESC
wishes to counter this proposition, then they should move significantly up the IAP2 spectrum in a
transparent way, and adopt an engagement method that then enables this to occur, which, as a
starting point, is not 21 days in January.

The Draft Decision pushes Victorian consumers’ rights into a corner where as small suppliers to a
wholesale market wholly regulated by the ESC they have no bargaining power due to the absence of
key information and the over-zealous attitude of the ESC who clearly do not want to alter their Draft
Decision. This unfair business practice in the supplier/purchaser relationship is described as
‘unconscionable behaviour’ as clearly defined by the Australian Competition and Consumer
Commission through the provisions of the Australioan Competition and Consumer Act 2010. %

The following factors, as stated by the ACCC are relevant with regards to the pricing demands of the

ESC placed on owners of roof-top solar in the Draft Decision:'*

When deciding whether behaviour is unconscionable, the law says that the courts may also consider a range of
other factors, including:

Factor Evaluation of the ESC Draft Decision process
* the bargaining strength of the parties Individual residents have no bargaining strength against
compared against each other the ESC
= whether the weaker party could The majority of individual residents would be unable to
understand any documents used access let alone comprehend the supporting technical

documentation
¢ the use of undue influence, pressure or | The ESC provides very little time to consider detailed

unfair tactics by the stronger party technical informatien in the traditional holiday period
of the year
+ the willingness of the stronger party to The ESC is silent on its willingness to negotiate but its
negotiate past behaviour of not changing Draft Decisions in

response to feedback clearly shows they have no
intention of altering this Draft Decision either

' Refer Appendix A2 for the relevant framework.

1 While the ESC does have a document titled Stakeholder Engagement Framework {undated) it is not evident
that this was used to guide this consultation process.

https:/ fwww.esc.vic.gov.au/sites/default/files/documents/ESCO2%205takeholder®%20Engagement®:20-
Final.pdf

12 Refer Appendix A3 for a comparison of Final Decisions and Draft Decisions

13 hitps://www.accc.gov.au/

14 hitps://www.acce.gov.au/business/selling-products-and-services/unfair-business-practices
















November, base contracts in Victoria have risen by 5.6% in Victoria. Year-on-year contract prices
have risen by 17% in Victoria.*® °

Supporting this upward pressure on future wholesale prices is further current commentary from
independent firm Electricity Brokers. They state on their website that:

Rising Energy Costs and the Search for Cheap Electricity in Melbourne:

According to the Australian Energy Regulator (AER), electricity prices in Melbourne are
projected to rise by as much as 25% in 2025, primarily due to higher wholesale costs and
network charges.” **

So here are two views that directly counter the drop in wholesale electrical price as forecast by
Frontier Economics.

| think the underlying issue here is one of ‘unconscious bias’, that is, the ESC favours information,
consulting firms and unstated assumptions that support the lowering of all FiT components, while
actively ignoring or arguing against those assumptions or factors that may in fact increase individual
FiT components. One wonders why or how this is happening?

2. The argument around the number of solar installations is misleading.
The ESC states in the Draft Decision that:

The number of solar installations has increased significantly from around 446,000 in 2019 to
around 787,000 by 30 November 2024. This has been part of the Victorian community’s
effort to reduce its carbon emissions and increase renewable energy generation. This has
increased supply while demand is lower, resulting in the decreasing value of solar exports
during the day since the introduction of feed-in tariffs.”?

Why is this seemingly simple ‘statement of fact” misleading?

Simply because it does not include all the relevant information to help consumers understand the
full context and therefore be able provide appropriate feedback to this process. It attempts to argue
that due to the diligence and social conscience of Victorians who installed rooftop solar at their own
expense, they, and they alone are to blame for the collapse in the FiT rate due to excess solar energy
produced during certain times of the day making it essentially worthless. But this is not necessarily
the case.

The number of solar installations actually refers to ‘small-scale solar photovoltaic installations’ (as
identified in the Draft Decision’s footnotes) which are installations of less than 100 kW in capacity as
defined by the Clean Energy Regulator.?® The average residential solar installation would be in the
order of 5 kW or thereabouts. So, there is no way of knowing how many residential systems
compared to larger systems that have been installed by businesses (with less than 100 kW capacity).

¥ The Australian. Heat on wholesale electricity prices amid coal outages. 18 January 2025 p.25,

U Refer Appendix A4 for a copy of the article.

1 hitps://electricitybrokers.com.au/latest-energy-market-trends-melbourne-vic/ accessed 20 January 2025,
22 Refer Appendix AS for a copy of the article.

2% Essential Services Commission 2025, Minimum Electricity Feed-in Tariffs from 1 July 2025: Draft Decision, 10
lanuary p.3

2 https://cer.gov.au/schemes/renewable-energy-target/small-scale-renewable-energy-scheme/small-scale-
renewable-energy-systems




Knowing this data would help both residential and non-residential solar PV customers frame their
response as these are totally different consumer groups.

But probably the most significant omission from the statement is the fact that large scale solar PV
systems (above 100 kW capacity) are generating huge volumes of electricity and feeding them into
the grid as well. In fact, the following table from the Victorian Government shows the current
capacity of large solar plants to be 1,178 MW, **

Solar energy projects

& summory of solar energy focilities in Victoria that are operational, approved, in process and under construction.

STATLUS CAPACITY (MW}
Operating
Approved (not operational)

Planning permit application ledged and process underway

Under construction

Total Bi28

More importantly, this capacity is going to substantially increase over the coming years to a planned
8,728 MW of capacity. This will almost double the capacity from small-scale roof top solar
installations (estimated to be 4,847 MW as at July 2024) and continue to place downward pressure
on this FiT component.”® However, large scale generators have strategies and capabilities to avoid
exposure to wholesale negative spot prices as they can sell their solar power through Power
Purchase Agreements to large customers or even have their solar panel arrays engineered so that
they can tilt and track the sun during the day to maximise their solar energy and financial return.

Small Victorian consumers with a small roof top installation have none of these options available to
them to mitigate the essentially zero FiT and are increasingly at the mercy of these large industrial
scale installations putting downward pressure on wholesale prices. This is fundamentally unfair to
this group of consumers who through no fault of their own (but it does read that way) are exposed
to negative price pressures.

To omit all this information from the Draft Decision and to simply place the blame for ‘excess’ solar
production on householders alone (which is directly inferred on p.15 of the Draft Decision) is very
disingenuous from the ESC, and another telling example of how unconscious bias has inserted itself
throughout this Draft Decision.?” It appears the intention is to deter any counter-argument from
consumers regarding the near zero FiT — we should be grateful it's not zero!

Consumers deserve the full facts without bias so that they can make a full and proper assessment of
the ESC’s Draft Decision.

3. The reduction to near zero for the flat minimum feed-in tariff will be welcomed by the large
electricity retailers and will boost their retail profit margin.

The ESC has estimated the solar-weighted average wholesale electricity price to be negative 2.4
c/kWh (—2.4), which is 3.0 ¢/kWh lower than last year when the forecast was 0.64 c/kWh.

23 https://mapshare.vic.gov.au/planningwebmaps/RenewablesSummary.html Accessed 20 January 2025

26 hitps://www.pv-magazine.com,2024/08/22/australian-state-launches-plan-to-install-7-6-gw-of-solar-by-
2035/~ text=As%200f%20July%202024%2 C%204%2CB47, @pvi2Dmagazine.com. Accessed 20 January 2025
27 As stated on p.15 of the Draft Decision: There were approximately 446,000 household solar systems installed
in Victoria in 2019. This has increased substantially to 787,000 systems installed in November 2024,
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This will be music to electricity retailers’ ears and tills as this FiT component has a huge bearing on
the final FiT rate.

But from a Victorian residential customer’s point of view, they are now being asked (told) to sell
their generated electricity at a flat rate of 0.04 ¢/kWh to a retailer, who will instantaneously sell it on
their customers for approximately 30 ¢/kWh (being the current Victorian default offer).?

Simple mathematics shows this to be a profit of approximately 75,000 %.
Hang on a minute, wasn't there a big fuss about price gouging recently?

So, at what point does an economist consider that the wholesaler provider (being the small-scale
generator) is simply being ‘ripped off’ by the retailer by these excessive profits? | think at 1,000%
profit some alarm bells perhaps might be ringing ... but at 75,000 % ?? Wouldn't these be classified
as windfall profits? Where's the regulator when you need them...?

Despite the big profit margin, this shows that the price of the flat FiT in no way matches the value
ascribed to it by the retailer. But with the ESC the only agency in town protecting small-scale
generators against this blatant rip-off, things are not looking good. Residential small-scale
generators are simply being taking advantage of due to their inability to negotiate a reasonable FiT
rate and the unconscionable behaviour of the ESC in this one-sided negotiation process, as described
in detail in section 2.0.

But unfortunately, this is only half the story, as recent data from the ACCC reveals that average retail
margin across the National Energy Market increased materially in the past year, from 534 to 5110
for residential customers.”® In Victoria, a slight decrease was recorded. The report also highlighted
rising costs for electricity retailers to serve, attract and retain customers.

So, the question remains, why should residential small-scale solar generators in Victoria effectively
have to forgo a fair and reasonable rate of return on their solar feed-in tariff in order to provide
further profit margin to the electricity retailers? Their increasing costs are under their direct control
—they can choose to operate more efficiently or they can merge operations with other companies
under a number of scenarios. Under competition, they can and should do things that lower their cost
to provide the service. After all this was the driver to open the electricity market up to competition.
But no, it seems the easiest solution the ESC has found is to simply decimate the FiT price paid to
rooftop solar owners for their generated electricity in order to subsidise the electricity retail
companies.

This is simply not fair or reasonable and the Victorian public expect better,

4. The ESC already has the power under the Act to ensure small renewable energy generation
feed-in terms or conditions and prices is fair and reasonable.

The Electricity Industry Act 2000 provides the ESC with the legislative authority to set the FiT. But
squirrelled away in the Act is also the power for the ESC to evaluate if the prices it set are fair and
reasonable, as per the following extract, as follows: **

28 hitps://www.esc.vic.gov.au/electricity-and-gas/prices-tariffs-and-benchmarks/victorian-default-
offer/victorian-default-offer-price-review-2024-25 Accessed 20 January 2025

22 ACCC. Inquiry into the National Electricity Market. December 2024, p.74

W Electricity Industry Act 2000 ver.68 19 December 20245.40(3) p.130
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Figure 2 Section 40J(3) of the Electricity Industry Act 2000

o B (3) ESC recommended general feed-in terms and
No, 4112008 conditions must include either or both of the
o following—

(a) a variation to any price, term or condition
that the Commussion has (as part of the
assessment) assessed as not being fair and
reasonable to make that price, term or
condition fair and reasonable;

(b) a new price, term or condition to apply In
substitution of a price, term or condition
that the Commission has (as part of the
assessment) assessed as not being fair and
reasonable.

The Act of course is very convoluted and | think this section relates to a referral that the Minister
may make to the ESC about complaints of unfair terms, conditions or prices not fair and reasonable
from an electricity retailer {'licensee’ re Act terminology). But given that the ESC sets minimum FiT
rates, and a retailer is legally able to offer the minimum flat fee FiT rate, then the only price
complaint that could be brought would be in relation to the ESC's rate it has set.

In other words, the conditions already exist for the FiT rate of 0.04 ¢/kWh to be considered not fair
and unreasonable, as has been demonstrated above.

It would be a show of good faith (but more importantly good management) for the ESC to reconsider
the near zero rate of 0.04 ¢/kWh in light of the revelations and provisions of the Electricity Industry
Act.

This would demonstrate to the community and the Minister that the ESC is willing to work hard for
all Victorians to live up to its goal of protecting the long-term interests of all Victorians.
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Volume factor:
In 2022 the ESC stated in a circular to electricity retailers that the factor is:

1.06 kg CO2-e / kWh (kilograms of carbon dioxide equivalent emissions per kilowatt hour). ¥
Refer to the Appendix A6 for the full document (it’s only half a page).*®
This makes the most current Volume Factor 0.00106 tonne of CO2e.
Price factor:

The Order in Council states:

The Price factor relates to the value of one tonne of CO2e for the relevant financial year,
expressed in dollars, and the VEET average market spot price for one tonne of CO2 for the
relevant period is used.

Mote there's plenty of emphasis on that ‘relevant financial year’ again! On 10 December 2018 the
Victorian State Government renamed the Victorian Energy Efficiency Target (VEET) scheme to the
Victorian Energy Upgrades (VEU) program.® In doing so, it changed the name of the VEET certificate
(in reference to the cost of one tonne of CO2e in the Order in Council) to VEEC (Victorian Energy
Efficiency Certificate).

The current cost of one VEEC is easily obtained on the Victorian Energy Upgrades website via their
following chart; *°

VEEC supply and spot price

g §120

S0,

g &g
VEEC spot price ($

(Millions of certificates)
L
=]

Excess VEEC supply
against pro-rata targets*

]
=

5

2019 2020 2021 202z 2023

7 Essential Services Commission. Greenhouse gas co-efficient 2022

38 This 2022 data is the |latest | could locate; the ESC should easily be able to provide updated data.

3 By the way, the ESC also administers the VEU, so again this data should be easily available.

40 https:/fwww.energy.vic.gov.au/victorian-energy-upgrades/installers/industry-market-update-work-program
Accessed 20 January 2025
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If the ESC does not have the courage to update the Value of avoided social cost of carbon consistent
with the facts presented above, then they should at the very least commit to the following in the
Final Decision:

* Inthe interests of transparency, acknowledge that the Value of avoided social cost of carbon
has not been updated for eight years, which is against the intent of the legislation, against
good economic practice and is extremely unfair to small-scale solar generators

» Commit to engaging with their political masters to seek permission to ensure this FiT rate is
updated by 1 July 2025 so that small-scale solar generators receive their full legal
entitlement

If the ESC does not commit to these actions, then there is one final action they need to do, and that
is to review their corporate goals as listed on their website. In particular, these two could be
considered redundant and should be removed: ** #

* We will be a strong and fair regulator
o We will be an active regulator

7.0 Avoided human health costs are avoided again

The ESC has once again set a zero value to this FiT component as per the following statement:
We maintain the standalone avoided human health costs at 0 cents per kWh.#

This has been the case since 2017. One would think that the ESC might be interested in
commissioning some research to determine the latest thinking or research in this important area
consistent with their stated goal of being an active regulator. But apparently not. This regulator is
too passive.

There was a glimmer of interest and hope with the 2023 Final Decision and the following comment
that inferred some action might be possible:

This area is also the subject of ongoing review by the Department of Energy, Climate and Energy
Action and we will continue to monitor developments in this area.*

So, the ESC said in 2023 they would ‘continue to monitor developments in this area’,

Since it's been two years since the ESC made that statement, could the ESC please list for the record
in the Final Decision what they have done to ‘monitor developments’ in this area? This could include,
but not be restricted to:

» Meetings held with DEECA staff
» Meetings held with relevant academic research institutions
* Journal papers researched and read

A https:/fwww esc vic gov.aufabout-us/what-we-do Accessed 22 lanuary 2025

4 See Appendix AT

4% Essential Services Comrmission 2025, Minimum Electricity Feed-in Tariffs from 1 July 2025: Draft Decision 10
January. p.13

1 Essential Services Commission 2023, Minimum Electricity Feed-in Tariffs to Apply From 1 July 2023: Final
Decision, 27 February p.37
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e Journal papers written

* Contact with other similar like-minded economic regulators in other jurisdictions e.g.
interstate and/or international

o Attendance at any relevant conferences either interstate and/or international

* Discussions with other colleagues in structured meetings

* Internal research papers written

s Internet searches on key terms

This list will give Victoria's generators of rooftop solar electricity confidence that the ESC is true to
their word and are indeed continuing to ‘monitor developments’ in this area. After two years, one
would expect quite a bit of action from Victoria's strong and active economic regulator.

In order to spur the ESC into some reportable action on this FiT component, it may be a good idea
for them to set the rate at 0.01 c/kWh, the smallest rate available (unless of course three decimal
places are suddenly and without explanation introduced). This near zero rate should be very
uncomfortable to the ESC and propel them into action to provide research into the actual Avoided
human health costs of solar energy, as provided by small-scale generators.

Surely the rate can’t continue to be zero, otherwise what is the point of removing all that nasty
particulate matter, noxious gases (sulphur dioxide) and heavy metals (mercury) from coal-powered
generators I'm constantly hearing about? *° ¢

And in fact (not surprisingly), the health cost is not zero. As a starting point, the ESC may like to
consider the following statement from Environmental Justice Australia:

In August 2020, we released new research by a team of volunteers from the Actuaries
Institute of Australia, which calculates the economic cost of the health impacts of coal-
burning power stations at an annual health bill of 52.4 billion.*’

Given that this figure is provided by the Actuaries Institute of Australia, one would have every
confidence in its veracity.

And also given that Victoria has 19.7% of Australia’s total small-scale rooftop installations,™ then it
stands to reason that small-scale generators in Victoria are responsible for a fair proportion of
mitigating those expensive health impacts.

In addition, it is reported by SolarCitizens on their website:

45 https:/fenvironmentvictoria.org.au/2018/09/21/exposed-the-dirty-secrets-of-victorias-coal-burning-power-
stations/ Accessed 22 January 2025

“ Victorian coal plants producing highest mercury pollution in the country, report shows.
https:/f'www.abc.net.au/news/science/2019-04-01/coal-fired-power-emissions-mercury,/10958128 Accessed
22 January 2025

47 https:/fenvirojustice.org.au/publication/health-costs-of-coal-burning-

power,/#:~ text=In%20August%202020%2C%20we%20released health%20bil|%200f%20%24 2. 4% 2 0billion.
Accessed 27 January 2025

48 https://cer.gov.au/markets/reports-and-data/small-scale-installation-postcode-data Accessed 27 January
2025. This shows that Victoria has 787,457 rooftop solar installations with the total across Australia being
3,989,852, Accessed 27 January 2025.
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Based on research by the Australian Academy of Technological Sciences and Engineering,
each kWh of solar PV that displaces coal fired electricity contributes 1.3c in reduced health
costs.*?

Mow that the ESC has a starting point of a verifiable economic dollar cost health benefit from two
reputable entities in Australia, perhaps they would like to show us how to calculate the Avoided
human health costs. This can be shown in the Final Decision.

This is normal work that would be expected of a strong and active regulator.

8.0 Conclusions — will the ESC redeem themselves?

This paper has conclusively identified major deficiencies by the ESC in both the process and content
that make up this Final Decision.

The process itself is unclear in the intent of the engagement and exhibits deficiencies consistent with
the definition of unconscionable behaviour by the ACCC as the ESC abuses its position of strength in
this one-sided negotiation process. There is no evidence of following accepted or recommended
Victorian State government practices for engagement and despite the ESC having their own
Stakeholder Engagement Framework (which they do not reference), their actions do not match their
commitments made in that document. In short, the ESC has failed Victoria’s residents and
businesses (who are narrowly defined as small-scale generators) in not attempting to engage with
them meaningfully. A three-week engagement period in the middle of the holiday season does not
meet the ESC's own guideline of four weeks or any test of reasonableness.

These failings of process mean that citizens of Victoria are being denied their rightful opportunity
and sufficient time to examine in detail a very complex proposal and provide thoughtful, researched
responses.

But that be just as well, as history shows the ESC has no intention of altering its Draft Decision in
response to feedback.

We now turn to the content of the Final Decision, and has been demonstrated, each individual Feed-
in Tariff (FiT) compaonent has been tainted by obvious unconscious (and possibly very conscious) bias
by the regulator to zealously drive the FiT down to net zero.

In summary, the key deficiencies are:

e Reliance on single sources of information to forecast future wholesale electricity prices,
rather than actively seeking additional and alternative viewpoints

* Failure to provide sufficient quality control between technical documents and drafting of the
Final Decision so that simple numbers in the Final Decision simply do not add up. This just
demonstrates their overall approach to this process — minimal care and minimal interest.

s Aninconsistent use of stating FiT figures to one or two decimal places in a less than subtle
attempt to not have the FiT calculate as 0.0, accompanied with a complete lack of
transparency around this practice

43 https://www.solarcitizens.org.au/fairpricefacts#:~ text=much%20higher%20value.-
(Health%20benefits,c%20in%20reduced%.20health%20costs. Accessed 27 lanuary 2025.
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Appendix

Al Consultation timeframe of 21 days as provided by the ESC *°

Draft decision
10 January 2025

Consultation closes

31 January 2025

A2  Extract from ESC document Stakeholder Engagement Framework for an

annual update (undated) 5

Example 2: an annual update of guidance or minor amendments to guidelines

Stage of process What will happen

Modilication of inlent * Discuss opportunilies for improvernent with sector stakeholders
rEqUEsT iUl To ioenlity nedowant issues
promecie timeknes and cpportunities for input

Engage on key issues - | * Discuss project as part of usual engagement 0.9, regular Tonsms

test initial thoughts and catch ups
Distribute draft = Distribute draft updated guidance or guideling and invite
for input submissions

= Hold stakeholder forums to test the draft

Release updated = Distribuge updsted guidance or guideling
pguidance
Evaluale process + Conduct a sell-assesament Lo idenlify areas for improvenment,

Whatever happened to the first two stages...?

Indicative time frame
Where possible, up to three
months ahsad of any changes
Part of usual engagement
program

Up to four weeks

Up to eight weeks
[depending on cther priorties
and competing timaines)

Commence within six weeks
of firad decision

Small generators have been unfairly excluded from the full process, if indeed it was ever conducted.

The ESC had four weeks to have the Draft Decision open for feedback, yet chose only three in the

middle of the January holiday period. Why?

0 hitps://'www.esc.vic.gov.aufelectricity-and-gas/prices-tariffs-and-benchmarks/minimum-feed-

tariff/minimum-feed-tariff-review-2025-26 Accessed 24 lanuary 2025

31 https:/fwww.esc.vic.gov.au/sites/default/files/documents/ESC02%205takeholder¥% 20Engagement%20-

Final.pdf p.11 Accessed 24 January 2025
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A4  Extract from The Australian newspaper. 18 January 2025 p.25

Heat on wholesale |
electricity prices
amid coal outages

COLIN PACKHAM

Whelesale electricity prices have
jumped in recent weeks amid coal
power outages and transmission
issues, threatening to elevate the
next default pricing benchmark
for electricity bills,

RBC Capital Markets analvst
Gordon Ramsay said recent par-
tial outages at NSW's two largest
coal power plants, Origin En-
ergy’s Eraring and AGL Energy’s
Bayswater, were major drivers of
increased  wholesale electricity
futures in Movember — stoking
already elevated prices.

Since November, base con-
tracts have risen about 5 per cent
across the board.

Electricity base contracts for
2024 are up in N5W (46 per
cent), Victoria (5.6 per cent) and
Queensland (75 per cent), Mr
Ramsay said.

Year-on-vear, contract prices
have increased by 19 per cent in
MNSW, 17 per cent in Victoria, and
25 percentin Queensland,

Any upward revision lo the
Default Market Cifer, which is
reset in July 1 each year as a
benchmark for electricity bills
paid by households and business-
es, would be a hammer blow to
households under a cost-of-living
crisis, as well as the re-election
prospect of the federal Labor
government,

However, it would boost re-
tailers such as AGL Energy and
Origin Energy.

While the Default Market
Offer includes a plethora of re-
tailer costs, wholesale prices are
the largest contributor to how tar-
iffs will be set by the Australian
Energy Regulator.

Thewatchdogincludes whole-
sale costs over a multi-vear peri-
od, so even higher wholesale
prices in recent months are not
guaranteed to lead to higher tar-
iffswhen they are reset onJuly L.

Still, the prospect alone will be
hard for the government as it tries
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to placate voter frustration amid
inflation struggles — the central
bank has lifted interest rates 13
times to a 13-vear high, with ¢lec-
tricity prices a major driver of
inflation.

The government has sought to
highlight the impact of Russia’s
invasion of Ukraine as a catalyst
for the global energy crisis, but
with coal prices tumbling, much
of the recent jumps are driven by
Australia’s precarious energy
mix.

Coal remains the dominant
source of the nation's energy. but
several power stations have shut-
tered in recent years as renewa-
bles make them increasingly
unprofitable.

With the government strug-

_ gling to accelerate the rollout of

more renewables, Australia re-
mains dependent on coal, though
many stationsarenearing the end
of their technical lifespan, which
hasled to unreliability.

This week, CS Energy’s
Callide C in Queensland experi-
enced problems. The Bl unit was
removed from service on Tues-
day and was supposed to be back
two days later, But CS has since
revealed the unit will now not re-
turn until Sunday.

“Crews were unable o posi-
tively verify the proper function-
ing of a valve during regular
fortnightly testing of safety sys-
tems,” the operator said.

“Char inspections of the unit

Confinued on Page 26
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A5  Extract from Electricity Brokers website

Rising Energy Costs and the Search for Cheap Electricityin
Melbourne

Accarding to the Australian Energy Regulator {AER), electricity prices in Melbourne ara projected to rise by a5 much as 25% in
2025, primarily due to higher whalesale costs and netwerk charges.

Electricity prices in Melbourne have rizen sharply in recent years, primarily due to increased demand and network
infrastructure upgrades, According to the Australian Cnergy Regulator (AER), wholesale electricity prices in Victoria increased
by 141% between Q2 2022 and Q2 2023, with 2024 seeing further upward pressure due to supply issues . This has promated
many businesses to search for "cheap electricity Melbaurne,” which is becoming mere challenging ta find,

The Victorian Enengy Market Report 2024 (Victorian Chergy Market Reports — Casential Services Commission) highlighted that
energy bills for amall and medium businesses increased by an average of 15% over the past vear dua to a tightaning supply
and demand imbalance.

The valatile pricing is expacted to continue, ariven by factors such as:

« Decreased Coal Plant Qutput: A5 againg coal plants are phased aut, there is greater reliance an renewable energy, which
hasn't fully 2takilised the markst yet,
« High Network Costs: Tranzmissicn upgrades to suppart rencwable enorgy are adding to alectricity billz,
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Current Volume Factor as provided by the ESC 32

A\

ESSENTIAL SERYICES COMMISSION

X/
Greenhouse gas co-efficient 2022

The commission's Guideline 13; Greenhouse gas disclosure on electricity customers’ bills for
customers other than small customers and clause 254 of the Energy Retail Code require the
greenhouss gas co-efficiant for a calendar year to be caleulated and advised to retailers.

The Department of Environment, Land, Water and Planning has advised the new co-efficient
retailers are to uss in Victaria is: 1.06 kg CO2-e / KWh (kilograms of carbon dioxide equivalent
emissions per Kilowatt hour). This figure should be applied directly to the amount of electricity

cansumed by the end-user.

We aim to publish the new yvearly co-efficient in December of the preceding year, so retailers have
time to update their billing systems to reflect this information. This year's publication of the

infarmation has been delayed.

The commission understands retailers will reguire some time to incorporate this new information
into their billing systems and require the new co-efficient be reflectad in bills by 1 July 2022,

> The Velume Factor can also be referred to as the Greenhouse gas co-efficient
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A7  ESC organisational goals

We will be a strong and fair regulator
To increase trust that we will deliver in the best interests of consumers we will:

* hold regulated businesses to account and deter behaviour that is not consistent with the rules w

* promote behaviour in the best interests of consumers.

* make use of all the powers available to us in our legislation.
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