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Mr Joe Dimasi
Regulator
Office of the Tasmanian Economic Regulator

Submitted via email to office@economicregulator.tas.gov.au

Dear Mr Dimasi

2025 regulated retail electricity pricing investigation — Draft Report

Hydro Tasmania welcomes the opportunity to comment on the Tasmanian Economic
Regulator’s (the Regulator) 2025 regulated retail electricity pricing investigation draft report. The
pricing investigation will determine how Aurora Energy can charge small standing offer
customers.

The Regulator intends to make several changes to the standing offer methodology. Hydro
Tasmania provides the following feedback on some of the key proposed changes:

Wholesale electricity price (WEP) volume calculation and pricing methodology

The Regulator is proposing changes to the WEP volume calculation as well as the WEP pricing
methodology.

WEP pricing methodology

The Draft Report states that the “Regulator intends modifying the methodology for calculating
the wholesale electricity price for the final two years of the regulatory period”. The new
approach will be based on the ‘no future price’ or historical price’ method.

As stated in our submission to the Draft Methodology Paper in August 2024, Hydro Tasmania
supports retaining the status quo. However, Hydro Tasmania recognises that the WEP pricing
methodology needs to be considered alongside any proposed changes to the WEP volume
calculation in order to better understand the total impact on pricing arrangements for standing
offer customers.

WEP volume calculation

4 Elizabeth Street Hobart TAS 7000 | GPO Box 355 Hobart TAS 7001 Australia
1300360 441 | +613 6230 5363 | e contactus@hydro.com.au | w www.hydro.com.au

Hydro-Electric Corporation | ABN 48 072 377158


mailto:office@economicregulator.tas.gov.au

Hydro
Tasmania

The Draft Report notes that changes in the electricity market means that the current volume
calculation used for standing offer customers may not be reflective of small customer load.
Subsequent to the release of the Draft Report, Hydro Tasmania has become aware of additional
analysis conducted by Aurora and the Regulator in relation to the WEP volume calculation. This
analysis further considers the application of the standing offer determination with respect to the
ESI Act requirements.

Hydro Tasmania understands the Regulator is considering the following two options:
1. “All quarters are priced in over the 59 weeks preceding the calculation date.
= All quarters start based on when the last quarter is made available under the WCRI
(Q4 in the methodology)
= the volume each week = total small load to be contracted for that quarter divided by
59 weeks.
2. Quarters are priced in as soon as they are published under the WCRI up until the WEP
calculation date.
= This will result in some quarters being bought over differing number of weeks as the
availability of the quarterly products under the WCRI only stats 8 quarters price to
the start of the relevant quarter. Weeks of prices will vary from 97 (Q1) weeks to 59
(Q4) weeks.”

Of the proposed options, Hydro Tasmania supports the second option whereby quarters are
priced in as soon as they are published under the WCRI.

Network costs

The Draft Report notes that the Australian Energy Regulator (AER) is currently assessing APA
Group’s application to convert Basslink from a market network service provider to a prescribed
(or regulated) transmission asset. While the AER is yet to make a Final Determination, the
Regulator proposes adding a separate “Basslink network cost component” to the Notional
Maximum Revenue should Basslink be regulated. The Regulator intends to consider if
TasNetwork’s proportion of Basslink costs, to be passed through to standing offer customers, is
‘reasonable’:

e [fthese costs were considered reasonable, the “Basslink network cost component”
would be zero

o [fthese costs were considered unreasonable, the “Basslink network cost component”
would be negative.

Hydro Tasmania does not agree with the Regulator’s proposed approach. Hydro Tasmania
considers that including such a component would:

e introduce revenue and financial risks for TasNetworks and/or retailers;

e dampen and potentially undermine retail competition for the small customer segmentin
Tasmania, particularly given the risks that retailers would be exposed to;

e beinconsistent with national approaches to network cost recovery; and
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e be misaligned with the AER’s comprehensive process to assess the benefits of
regulation and associated revenue determination.

In addition to costs related to Basslink, the Draft Report provides commentary on potential
treatment of costs related to Marinus Link. The Draft Report states that the “final decision on
the treatment of Basslink costs is unlikely to set a precedent for the future treatment of Marinus
Link costs” due to the “fundamental difference in purpose” between Basslink and Marinus.
Hydro Tasmania is surprised by the distinction being drawn between the purposes of Basslink
and Marinus Link and is concerned by the implications this may have for standing offer
customers. Hydro Tasmania would encourage the Regulator to consider this issue further in the
coming months as progress is made on the Final Investment Decision for Marinus Link.

Please contact myself via john.cooper@hydro.com.au should you have any questions regarding
this submission.

Yours sincerely

(oot

John Cooper
Manager Market Regulation
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