
 
 
 

The Senate 
 
 

 
 

Select Committee on 
Electricity Prices 

Reducing energy bills and improving efficiency 

 

 

       
 
 
 
November 2012 

 



© Commonwealth of Australia 2012 

ISBN 978-1-74229-712-5 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
This document was printed by the Senate Printing Unit, Parliament House, Canberra 



 

iii 

Committee membership 
 
Committee members 
Senator Matt Thistlethwaite (ALP, NSW) (Chair) 
Senator Mathias Cormann (LP, WA) 
Senator Sean Edwards (LP, SA) 
Senator Alex Gallacher (ALP, SA) 
Senator Anne McEwen (ALP, SA) 
Senator Christine Milne (AG, TAS) 
Senator the Hon Lin Thorp (ALP, TAS) 
Senator John Williams (NATS, NSW) 
 
Substitute members 
Senator the Hon Ian Macdonald (LP, QLD) substituted for 
Senator Mathias Cormann (LP, WA) on 3 October 2012 
 
Participating members 
Senator the Hon Ron Boswell (NATS, QLD) 
Senator Scott Ludlam (AG, WA) 
Senator Larissa Waters (AG, QLD 
Senator Nick Xenophon (IND, SA) 
 
Committee secretariat 
Ms Sophie Dunstone, Acting Secretary 
Ms Toni Matulick, Inquiry Secretary 
Dr Jon Bell, Principal Research Officer 
Ms Sophie Power, Principal Research Officer 
Mr Chris Lawley, Senior Research Officer 
Ms Sharon Babyack, Senior Research Officer 
Ms Jacquie Hawkins, Research Officer 
Mrs Dianne Warhurst, Administration Officer 
 
Committee address 
PO Box 6100 
Parliament House 
Canberra ACT 2600 
Tel:  02 6277 3525 
Fax: 02 6277 5818 
Email: electricityprices.sen@aph.gov.au 
Internet: www.aph.gov.au/Parliamentary_Business/Committees/Senate_Committees?url
=ec_ctte/index.htm 
 

http://www.aph.gov.au/Parliamentary_Business/Committees/Senate_Committees?url=ec_ctte/index.htm
http://www.aph.gov.au/Parliamentary_Business/Committees/Senate_Committees?url=ec_ctte/index.htm


 

 iv 

  



 

 v 

Table of Contents 
 

Committee membership ................................................................................... iii 

Abbreviations ....................................................................................................vii 

Executive summary ............................................................................................ xi 

Part I - Introduction and background 

Chapter 1 - Introduction .................................................................................... 1 

Conduct of the inquiry ............................................................................................ 1 

Report Structure ...................................................................................................... 2 

Acknowledgements ................................................................................................ 3 

Chapter 2 - Background ..................................................................................... 5 

Electricity................................................................................................................ 5 

History of Australian electricity markets ............................................................... 6 

The National Electricity Market ............................................................................. 8 

Western Australian and Northern Territory electricity markets ........................... 13 

Australia’s electricity generation and use ............................................................ 15 

Context of the inquiry ........................................................................................... 20 

Part II - Price setting and regulation 

Chapter 3 - Price setting and key causes of electricity price increases ........ 25 

Price setting .......................................................................................................... 25 

Key causes of electricity price increases .............................................................. 27 

Chapter 4 - Regulation of the electricity market ........................................... 61 

Regulatory framework .......................................................................................... 61 

Economic regulation of electricity networks ........................................................ 61 

Criticisms of the current regulatory system ......................................................... 63 

Incentives to over-invest in network infrastructure .............................................. 64 

Removing incentives to over-invest in network infrastructure ............................ 69 

Resourcing the AER ............................................................................................. 75 

Intent of the National Electricity Objective ......................................................... 77 



 

 vi 

Part III - Demand 

Chapter 5 - Demand .......................................................................................... 81 

Peak demand ......................................................................................................... 81 

Demand management ........................................................................................... 83 

Other mechanisms to reduce demand ................................................................. 104 

Chapter 6 - Consumer protections ................................................................ 125 

Impact of increased electricity prices on consumers .......................................... 125 

National Electricity Objective ............................................................................ 130 

National Energy Consumer Framework ............................................................. 131 

National consumer advocacy body ..................................................................... 134 

Specific protections for low income and vulnerable consumers ........................ 135 

Unauthorised disclosure of the Chair's draft ............................................... 143 

Introduction ........................................................................................................ 143 

Background ......................................................................................................... 143 

Investigation of unauthorised disclosure of a committee document .................. 143 

Conclusion .......................................................................................................... 144 

Additional comments from the Coalition ..................................................... 145 

Additional Comments from the Australian Greens .................................... 157 

Additional comments from Senator Nick Xenophon .................................. 173 

Appendix 1 - Submissions, additional information, 
tabled documents and answers to questions taken on notice ...................... 181 

Submissions ........................................................................................................ 181 

Additional information ....................................................................................... 185 

Tabled documents ............................................................................................... 185 

Answers to questions taken on notice ................................................................ 186 

Appendix 2 - Public hearings ......................................................................... 187 

 
  


