Queensland Electricity Users Network

Ph: 0740 312 865
Email: admin@qeun.com.au

22 June 2020
Mr Brett Hausler
Chief Governance Officer and General Counsel
Australian Energy Market Operator
Via Email: budgetandfees@aemo.com.au
Dear Mr Hausler

RE: Submission – Response to AEMO’s Draft 2020-21 Budget and Fees
The Queensland Electricity Users Network (QEUN) appreciates the opportunity to provide a submission to the
Australian Energy Market Operator on its Draft 2020-21 Budget and Fees.
The QEUN is a consumer advocate representing small business and residential consumers with a particular emphasis
on regional consumers. We advocate for affordable and reliable electricity from a resilient national electricity system
where the pace of the transition to a renewable energy future is not at the expense of the economy, jobs or
reasonable living standards.

The need for best practice consultation particularly during the COVID-19 pandemic
Best practice consultation would provide an opportunity for a wide range of stakeholders, including energy
consumers, to provide input in a timely manner to AEMO’s Draft 2020-21 Budget and Fees.
We are concerned that in the midst of the COVID-19 pandemic best practice consultation has not occurred as:
•
•

AEMO published its Draft 2020-21 Budget and Fees on 12 June 2020 and submissions closed 10 days later on
22 June 2020
As far as we are aware a presentation was not provided or offered to stakeholders prior to the closing date
for submissions. In the past AEMO has briefed stakeholders on their budget and fees.

Falling NEM consumption and rising NEM management fees
AEMO’s 2019-20 Budget estimated NEM consumption at 179,387 GWh. In May 2020 AEMO revised the 2019-20
NEM consumption down by 0.6% to 178,270 GWh. The falling NEM consumption is greater than the 0.4% forecast by
AEMO in its 2019 Electricity Statement of Opportunities (ESOO) released in August 2020.
Prior to the COVID-19 pandemic, large swathes of business and residential consumers could not afford their power
bills. The situation is more critical now and every part of the supply chain is expected to do its bit to keep energy
costs down and power bills down. Rising NEM fees will increase power bills and increase the risk of more consumers
choosing to reduce partially, or wholly, their demand for NEM supplied electricity. This may mean the 2.7%
reduction in NEM consumption for 2020-21 could be under-stated.
The NEM management fees included in the energy component of regulated retail prices to over 710,000 business
and residential consumers in regional Queensland has increased by 31% from $0.48/MWh in 2016-17 to $0.63/MWh
in 2019-20, with a forecast of a further 11% increase in 2020-21 (see Table 1).
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Table 1: AEMO fees included in the energy component of regulated retail electricity prices for regional Queensland

Source: ACIL Allen Cost of Energy Reports to the Queensland Competition Authority for regulated retail prices for regional Queensland

AEMO expenditure on external consultants
We are concerned about AEMO’s expenditure on external consultants and its unwillingness to employ consumer
advocates to carry out consumer research.
AEMO’s expenditure on external consultants increased significantly in 2018-19 to $28.9 million from around $22
million in the previous two years (see Table 2).
Over the same period the fees collected by AEMO on behalf of Energy Consumers Australia (ECA) was almost static
(Table 1) and ECA’s expenditure on research and advocacy grants was only around $2 million.
Table 2: Resources available to energy market bodies

Note: AER staff are supplemented by legal, economic and corporate staff shared with the ACCC
Source: Compiled by QEUN from AEMC, AER and AEMO annual reports

It has been said that AEMO cannot engage consumer advocates as external consultants as it is not allowed under
AEMO’s Constitution. However, in addition to electricity and gas levies collected by AEMO on behalf of Energy
Consumers Australia and passed through to ECA in 2017-18, AEMO also provided Energy Consumers Australia with
$300,000 for special AEMO projects (see Figure 1).
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In the unprecedented times caused by COVID-19 we believe consumer research would significantly improve AEMO’s
forecast of NEM consumption. However, whilst AEMO and other market bodies have received increased funding to
cope with an increased work load, consumer advocates with the same increased workload have not received
additional funding from any market body or COAG Energy Council.

Figure 1: Revenue provided by AEMO to Energy Consumers Australia in 2017-18

Source: Energy Consumers Australia 2017-18 and 2018-19 Annual Reports
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Questions on AEMO assumptions used to estimate the impact of AEMO fees on household electricity bills
In AEMO’s 2019 Electricity Statement of Opportunities the largest consumer of NEM supplied electricity is small and
medium size businesses (see Figure 2). Yet in AEMO’s Draft 2020-21 Budget and Fees it states a key assumption in
estimating the impact of AEMO fees on household electricity bills is that “57% of consumption relates to large business,
28% to households and 15% to small business” (Figure 3).

Figure 2: NEM electricity consumption, actual and forecast, 2006-07 to 2038-39, Central scenario

Source: AEMO 2019 Electricity Statement of Opportunities

Figure 3: Basis on which AEMO estimates its impact on household electricity bills

Source: AEMO Draft 2020-21 Budget and Fees, Page 7
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Another key assumption used by AEMO to estimate the impact of AEMO fees on household electricity bills is
“consumption of less than 10Mwh per annum is considered a household”.
Ergon Retail has a near monopoly in the retail market of regional Queensland. In the latest retail performance
statistics published by the Australian Energy Regulator Ergon Retail had 87,531 small business customers consuming
less than 100 MWh per annum.
The Queensland Competition Authority uses Ergon data to estimate the customer impact of its regulated retail
prices. The main small business tariff in regional Queensland is Tariff 20. The median consumption on Tariff 20 is
6,831 kWh or 6.8 MWh ie according to AEMO’s Draft 2020-21 Budget the typical small business customer in regional
Queensland would be considered a household.

Table 3: Usage data to determine customer impacts of regulated retail prices in regional Queensland

We sincerely hope AEMO will consult openly with stakeholders prior to releasing its Final 2020-21 Budget and Fees.
We look forward to discussing our concerns.

Yours faithfully

Jennifer Brownie
Coordinator
Queensland Electricity Users Network

