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THE FEASIBILITY AND EFFECTIVENESS OF INTRODUCING A TIME-VARYING FEED-IN TARIFF IN TASMANIA

E XEC UT IVE SU MMA RY
Feed-in tariff rates apply to payments made by a retailer to a customer for electricity exports
to the network from a customer’s distributed generation system. In December 2018, the
Treasurer requested the Tasmanian Economic Regulator (the Regulator) investigate, and
report on, the feasibility and effectiveness of introducing a time-varying feed-in tariff in
Tasmania (mainland Tasmania). According to the request, the Regulator may report on the
matter either as part of its 2019 regulated feed-in tariff investigation, or in a separate report
by 31 December 2019.
In May 2019, the Regulator released its 2019 Regulated Feed-in Tariff Rate Determination and
Investigation Final Report (2019 Investigation Final Report). In that Report, the Regulator
stated that it intended seeking further information from stakeholders, including electricity
businesses in Tasmania, and conducting more detailed analysis before issuing a separate
report on a time-varying feed-in tariff by the end of 2019.
This Report sets out the findings from the Regulator’s investigation into this issue. The
Regulator has consulted with key stakeholders in the Tasmanian electricity supply industry and
has considered a wide range of matters in assessing the potential benefits and costs of
introducing a time-varying feed-in tariff.
The Regulator has found that it is not feasible to introduce a time-varying feed-in tariff at this
time. While it would be technically possible and its introduction would not have a material
cost impact on retailers, it would not be practicable as a business initiative. This is partly due
to the very small number of customers who currently have advanced meters, which customers
require for a time-varying feed-in tariff. More importantly, it does not appear that a timevarying feed-in tariff provides benefits to retailers or their customers.
The Regulator has also found that a time-varying feed-in tariff is not likely to be effective in
Tasmania in terms of providing broader benefits to the electricity market, and especially to
customers, under current conditions.
The principal justification for introducing a time-varying feed-in tariff is that if there is variation
in wholesale electricity prices across the day, this should be reflected in export prices from
distributed generation. This would result in retailers purchasing electricity from their
customers at around the same rate they would have needed to purchase electricity through
the National Electricity Market (NEM).
A potential benefit of introducing a time-varying feed-in tariff is that if networks are
constrained at times of peak demand, the different tariffs across the day may incentivise
changes in customer behaviour so that peak demand is reduced and benefits can be delivered
to the electricity network in the form of reduced or deferred costs or by reducing the risk of
blackouts.
However, as set out in the Regulator’s 2019 Regulated Feed-in Tariff Rate Determination and
Investigation Draft Report, the Tasmanian electricity network is not constrained at times of
peak demand and constraints are not expected in the short to medium term. The Regulator
has therefore found that, given the time of day when most electricity is generated from
distributed generation systems, introducing a time-varying feed-in tariff would not incentivise
changes in customer behaviour that could deliver network-related benefits.

OFFICE OF THE TASMANIAN ECONOMIC REGULATOR

5

An additional benefit is that if, at peak demand periods, it is necessary to dispatch high cost
generation, a time-varying feed in tariff may result in reduced demand, or increased supply
from distributed generation, resulting in lower average electricity generation costs. In
Tasmania, however, the generation system does not rely on high cost generation to meet peak
demand due to the nature of its hydro-electric generation system, where total capacity far
exceeds maximum demand.
Due to the unique characteristics of the Tasmanian electricity market, therefore, there is, on
average, relatively little variation in wholesale electricity prices across the day. Furthermore,
it is not evident that a time-varying feed-in tariff would result in any significantly closer
alignment of these export prices with the wholesale electricity prices that retailers would
otherwise have paid through the NEM.
Furthermore, a time-varying feed-in tariff is unlikely to result in higher average export prices
to customers with distributed generation, compared to a single feed-in tariff rate. A
time-varying feed-in tariff is therefore not expected to promote any increased rate of
installation of distributed generation, especially solar generation.
It is likely that some significant market and/or regulatory changes would be needed in
Tasmania’s electricity supply industry before a time-varying feed-in tariff is feasible and
effective. These findings are consistent with the feedback from a range of industry
stakeholders, including retailers, none of whom has expressed support for the introduction of
a time-varying feed-in tariff in Tasmania.

6

OFFICE OF THE TASMANIAN ECONOMIC REGULATOR

THE FEASIBILITY AND EFFECTIVENESS OF INTRODUCING A TIME-VARYING FEED-IN TARIFF IN TASMANIA

1

I NT ROD U CT I ON

A feed-in tariff is a pricing mechanism whereby an electricity retailer pays a customer for
electricity that is generated by the customer and exported (ie fed-in) to the grid. The electricity
produced by grid-connected customers is generally referred to as ‘distributed generation’, the
most common form of which is small-scale, solar photovoltaic (PV) panels. Distributed
generation systems are typically connected to the grid through ‘import/export’ meters that
record the quantity of electricity drawn from the grid separately from the amount that has
been fed into the grid.
Under ‘net metering’ arrangements, a feed-in tariff applies only to the generated electricity
that is exported to the grid, ie the meter will record the volume of electricity ‘exported’ to the
grid based on the excess of the electricity generated over the electricity consumed on-site by
the customer. When a customer is consuming more electricity than their distributed
generation system is generating, the shortfall is sourced from the grid.
A time-varying feed-in tariff may only be relevant for markets where the wholesale price of
electricity may vary over the day. While this occurs in Tasmania’s wholesale electricity spot
market, this only applies to mainland Tasmania. In this report, references to ‘Tasmania’
therefore are to mainland Tasmania and therefore does not include the Bass Strait Islands.

1.1 Tasmanian feed-in tariff arrangements
A feed-in tariff has been available to residential and business customers with small-scale
distributed generation in Tasmania since July 2000. This original 1:1 feed-in tariff, was offered
on a voluntary basis by Aurora Energy via the ‘Net Metering Buyback Scheme’. These
arrangements were closed to new applicants at the end of August 2013. Customers applying
to install eligible systems on or after 31 August 2013 were entitled to a feed-in-tariff rate of
8c/kWh for the period from 31 August 2013 to 31 December 2013.
Amendments were made to the Electricity Supply Industry Act 1995 in September 2013 that
provided for the Regulator to determine a minimum feed-in tariff rate. On 6 December 2013,
the Regulator made its first feed-in tariff determination which recommended a ‘fair and
reasonable’ value to apply from 1 January 2014 for net exported electricity fed into the
Tasmanian electricity network by residential and small business customers.
The regulated feed-in tariff is designed to enable customers with distributed generation to
obtain a price for the electricity that they export, based on the value of that energy in the
wholesale electricity market. That is, the feed-in tariff is designed to represent the price at
which retailers would be indifferent between purchasing their electricity from the wholesale
market or by purchasing it from customers with distributed generation.
Under the legislation, retailers are only able to offer customers with distributed generation a
feed-in tariff that is, at a minimum, equal to the regulated feed-in tariff rate determined by
the Regulator. Currently, the regulated feed-in tariff rate is a single-rate feed-in tariff,
calculated annually. While the legislation does not prevent retailers from offering a
time-varying tariff if they wanted to, it does require the minimum rate payable at all times of
the day to be at or above the regulated rate.
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1.2 Feed-in tariffs in other jurisdictions
Jurisdictional regulators in New South Wales, Victoria and Queensland have set time-varying
feed-in tariff rates or benchmarks, as an alternative to single-rate or all-day feed-in tariff rates.
In most instances, these rates are structured as two-or three-tier time-of-export tariffs,
designed to encourage customers to export excess electricity during periods of peak demand.
Retailers in these states are able to offer owners of distributed generation systems a choice
between a single-rate and a time-varying tariff rate.
While offering a time-varying feed-in tariff is an option available to retailers in several states,
retailers in New South Wales and South Australia do not currently offer time-varying feed-in
tariffs in their generally available market offers. In Victoria, only Energy Australia offers a timevarying feed-in tariff and in Queensland, a time-varying feed-in tariff is only available to Ergon
Energy’s retail customers in regional Queensland.
Mainland retailers have shown very little interest in offering time-varying feed-in tariffs. Those
contacted during the preparation of this Report have advised that customers with distributed
generation systems have shown very little interest in switching to these tariffs.

1.3 Distributed generation in Tasmania
As at 31 August 2019, there were 35 261 small-scale distributed generation systems installed
in Tasmania,1 the majority of which were solar photo-voltaic (PV) systems. The total installed
generating capacity of solar PV systems (with an individual system capacity of less than 14 kW)
in Tasmania is around 125 MW.2 The average installation size is between 4.5 and 6.5 kW.
The output from solar PV systems varies throughout the day and across the year. This variation
is particularly pronounced in Tasmania, due to the dependence of solar radiation on latitude.
Output is also heavily influenced by location, temperature and other factors.
Maximum demand in Tasmania occurs during early mornings or evenings in winter, driven by
heating load. Therefore, unlike mainland states that experience maximum demand during high
temperatures in summer, maximum demand in Tasmania occurs when temperatures are low.3
Because of these unique characteristics, exports from distributed generators (which typically
occur around the middle of the day), contribute very little to reducing the maximum demand
on the network. TasNetworks‘ submission noted that as rooftop solar output is minimal at
peak times, rooftop solar customers often place as much load on the network as non-solar
customers as shown in Figure 1.1.

1

Clean Energy Regulator, Postcode data for small-scale installations, accessed
http://www.cleanenergyregulator.gov.au/RET/Forms-and-resources/Postcode-data-for-small-scaleinstallations on 24 September 2019.

2

Australian PV Institute (APVI) Solar Map, funded by the Australian Renewable Energy Agency, accessed from
pv-map.apvi.org.au on 25 September 2019.

3

TasNetworks, 2018 Annual Planning Report, 14 December 2018.
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Figure 1.1 Average daily demand profile - solar versus non-solar customers

Source: TasNetworks emPOWERing You Trial, submission to the Government’s solar FiT Review.

There is a very important difference between the electricity generation system in Tasmania
and in mainland regions of the NEM which results in quite different variations in wholesale
electricity prices.
Typically, in mainland regions, the electricity generation systems are capacity constrained,
such that as demand increases, additional generators are dispatched and, at critical periods,
these marginal generation plants can be very expensive to operate, and there may be a risk of
peak demand exceeding system capacity. There is also very little capacity for energy storage
in these systems. This can result in large wholesale electricity price variations as supply and
demand conditions change.
By contrast, the electricity generation system in Tasmania is characterised by very significant
capacity, at around 2 650 MW, excluding wind generation, which is far in excess of recent
levels of maximum demand in the State of 1 730 MW. Tasmania’s generation system is based
instead on very substantial storages of energy in Hydro Tasmania’s dams and the optimal use
of the range of hydro generation plants across the State.
To a large extent, therefore the Tasmanian system operates like a giant battery, with this
energy drawn down to meet Tasmanian demand, and exports via Basslink and the dams are
replenished with rainfall. Total energy generation over an extended period, such as a year, is
therefore determined by rainfall in the catchment areas and inflows into these dams.
Tasmania’s system is therefore largely energy constrained.
At times of the day when demand in Tasmania is high, it is therefore not necessary to require
dispatch from high cost generation plants, it is simply necessary to release water from
Hydro Tasmania’s water storages to generate energy from one or more of its hydro
generation plants. To the extent that longer term storages are drawn down to meet this
demand, there is an important opportunity cost to Hydro Tasmania, in terms of the prices the
marginal energy might have fetched if exported across Basslink at a later period. However, the
pattern of spot prices in Tasmania suggest that these opportunity costs are not especially high
for many periods of high demand.
OFFICE OF THE TASMANIAN ECONOMIC REGULATOR
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As a result, the changes in the costs of electricity generation across the day are quite different
from those in mainland NEM regions and this is reflected in pattern of wholesale market prices
in Tasmania, which are generally flatter. In Tasmania, additional energy from distributed
generation, even at peak demand periods, would not displace more expensive electricity
generation to the extent that this occurs in mainland NEM regions.

10
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2

C ONTEX T AND SC OPE

2.1 Ministerial request
On 11 December 2018, the Treasurer requested the Regulator report on the feasibility and
effectiveness of introducing a time-varying feed-in tariffs, either as part of its 2019 Regulated
Feed-in Tariff Rate Determination and Investigation (2019 Investigation) or, separately, by no
later than 31 December 2019 (Attachment 1).
The Treasurer noted that to date, the effectiveness of time-varying feed-in tariffs in Tasmania
had not been determined. In the context of the Government’s own review of solar feed-in
tariff arrangements, the Treasurer identified the need to investigate the feasibility of
introducing a time-varying feed-in tariff regime for the export of electricity into the grid from
small-scale distributed generation.

2.2 Scope and approach
As requested by the Treasurer, the Regulator has:


examined the effectiveness of a time-varying feed-in tariff;



assessed the feasibility of introducing a time-varying feed-in tariff; and



provided its views on the merits of introducing a time-varying feed-in tariff in the
Tasmanian context.

An assessment of the current policy and regulatory framework governing the feed-in tariff
rate is outside the scope of this Report.
This Report has been prepared under Section 9 of the Electricity Supply Industry Act 1995
(Special reports to Minister). The Treasurer has not provided terms of reference for the report.
Attachment 2 of this report sets out the key legislative provisions relating to feed-in tariffs.

2.2.1 Feasibility
In assessing feasibility, the Regulator has examined:


whether a time-varying feed-in tariff is capable of being introduced in Tasmania;



whether the costs are prohibitive; and



whether a time-varying feed-in tariff is likely to be a viable business initiative for one or
more retailers in Tasmania.
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2.2.2 Effectiveness
The Regulator has assessed effectiveness in terms of whether a time-varying feed-in tariff can
achieve the desired objectives and whether, overall, the benefits exceed the costs.
In making this assessment the Regulator has considered two of the Regulator’s objectives
under the ESI Act:


promote efficiency and competition in the electricity supply industry; and



to protect the interests of consumers of electricity.

The Government’s request also identifies that an aim of its Tasmania-First Energy Policy is to
ensure that small customers with solar are suitably rewarded.4 The letter also mentions the
desire to incentivise further installation of solar in Tasmania.
The Regulator therefore concluded that his task was to identify the various direct and indirect
benefits and costs that may be attributed to a time-varying feed-in tariff and, to the extent
possible, assess whether a time-varying feed-in tariff is a feasible and effective way to achieve
these objectives.

2.3 Consultation
The Regulator conducted targeted consultation with electricity supply industry participants
and sought information on the specific benefits and costs of introducing a time-varying feed-in
tariff.
Information was also sought from retailers operating in Victoria and Queensland on their
respective experiences with time-varying feed-in tariffs and the extent of support from
customers in those jurisdictions.

2.3.1 Submissions to the 2019 Regulated Feed-in Tariff Investigation
The Regulator’s 2019 Draft Report5 outlined the findings from its preliminary research on
time-varying feed-in tariffs and invited stakeholder feedback on this issue.
Three submissions provided feedback to the Regulator on the potential introduction of a
time-varying feed-in tariff in response to the Draft Report. TasNetworks, Aurora Energy and
the Tasmanian Renewable Energy Alliance (TREA) outlined a range of risks and costs
associated with the introduction of a time-varying feed-in tariff, for both customers and the
network. The submissions are available on the Regulator’s website.6
Further information was obtained from some stakeholders for this Report, namely
TasNetworks, Aurora Energy, 1st Energy and the Tasmanian Renewable Energy Alliance,
including more information from some industry participants on implementation costs. All

4

https://www.tas.liberal.org.au/sites/default/files/Tasmanian%20First%20Energy.pdf

5

Tasmanian Economic Regulator, Regulated feed-in tariff rate for standard feed-in tariff customers,
Draft Investigation Report, March 2019.

6

https://www.economicregulator.tas.gov.au/electricity/pricing/feed-in-tariffs/2019-regulated-feed-in-tariffrate-investigation-and-determination
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stakeholders identified issues and risks with introducing a time-varying feed-in tariff and none
expressed any support for its introduction in Tasmania.
The responses are summarised below:
TasNetworks, submitted that a time-varying export tariff was unlikely to alleviate localised
network constraints that represent a significant driver of network expenditure and
investment. It stated that geographical and temporal capacity issues are better managed
through other methods.
Aurora Energy did not support a time-varying export tariff as it estimated that its customers
would receive a lower rate than under a flat rate. Aurora Energy also expected explaining a
more complex tariff such as a time-varying feed-in tariff to customers would be a major
communications exercise and could result in increased calls to its contact centre.
The Tasmanian Renewable Energy Alliance stated that time-varying consumption tariffs, such
as Tariff 93, were a more effective way for customers to move to cost-reflective arrangements.
Potential benefits - none of the submissions identified any material benefits.
Potential costs - all three submissions identified potential risks and costs, ranging from
additional network costs, infrastructure costs, operational and financial costs to customer
impacts.
Implementation - submissions generally indicated that implementation would be complex and
costly. Costs identified include metering and billing. Customer communication, complexity and
the capacity of customers to understand and change their behaviour were also raised as key
implementation risks. Advanced meters are not yet widely available in Tasmania and the costs
and timeframe for delivering a mass meter exchange program is prohibitive.
The Regulator also identified that there would be regulatory costs associated with the design
and determination of time-varying feed-in tariffs, including a potential need for changes to
the regulatory framework to allow for the determination of both a single-rate and
time-varying feed-in tariff and any transitional arrangements. A high level of expertise and
therefore cost, would also be required to develop forward-looking wholesale price models to
estimate peak and off-peak wholesale energy prices7 similar to those developed by external
consultants for regulators in other jurisdictions.

7

Further commentary on this issue is provided in Chapter 4 of this Report.
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3

VAL UE OF E XP ORT S FROM
D I ST RI BU TE D GE NER AT I ON

Regulated feed-in tariffs are designed to ensure that customers receive a price for the
electricity they export that is fair to those customers and their retailers and promotes
efficiency in the electricity supply industry such that consumers without distributed energy
systems are not disadvantaged. There is no contestable market for this exported electricity;
for each customer the only purchaser is that customer’s retailer. This is the rationale for the
regulation of feed-in tariffs and also for setting the rates as minimum rates.
The method used by the Regulator to determine the regulated feed-in tariff rate
(the single-rate) considers the net financial benefit to retailers of on-selling electricity from its
customers with distributed generation systems. These costs primarily include the costs to
retailers of otherwise having to purchase wholesale electricity in the NEM.
Typically, a retailer operating in Tasmania may have a set of hedging contracts, which can only
be with Hydro Tasmania, to reduce its exposure to the spot market. It may therefore have a
range of electricity wholesale costs for the electricity it sells to its customers.
When a regulated single rate feed-in tariff is determined, the wholesale price component is
designed to represent an average wholesale price that the retailers can be expected to pay
from the NEM over the relevant period, usually one year. In practice, the actual ‘average’ will
always be greater or less than the regulated rate as future contract and spot market trends
cannot be predicted with complete accuracy.

3.1 When might a time-varying feed-in tariff be introduced?
Introducing a time-varying feed-in tariff is worth considering if retailers face wholesale energy
prices that vary predictably across the day, such that a single rate does not accurately reflect
the value of the exported electricity.
The merit of a time-varying feed-in tariff is conditional on:
1.

whether the time-varying rates better reflect the value of that energy to retailers than
a single rate tariff; and

2.

if so, whether the overall benefits exceed the costs.

As discussed in section 1.3 of this Report, this largely depends, on the supply side, whether
the costs of electricity generation vary significantly across the day and whether there are
benefits from displacing higher cost generation and/or reducing the demand on the electricity
network.

3.2 When is a time-varying feed-in tariff not likely to be feasible and
effective?
If there are no changes in a retailer’s wholesale energy purchasing costs across the day,
allowing for the financial risk contracts they enter into, there is no case to introduce a
14
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time-varying feed-in tariff rate as the first condition in section 3.1 above is not satisfied. The
Regulator has therefore concluded that it would not be effective to introduce a time-varying
feed-in tariff rate:


if there is a regulatory requirement that results in the wholesale price retailers pay being
constant throughout the day, such as under a WEP Order; or



if Tasmanian retailers have arrangements in place such that for the exported electricity
they on-sell, the wholesale electricity costs they avoid are unchanged or do not vary
significantly across the day.

In either of these circumstances, the Regulator has assessed that a time-varying feed-in tariff
is not likely to be justified in Tasmania.

3.3 Modelling wholesale energy prices
In the absence of the conditions described in Section 3.1 above, there may be merit in
introducing a time-varying feed-in tariff. In jurisdictions that have a regulated time-varying
feed-in tariff the value of energy throughout the day is calculated using forward energy
contract prices and the spot market.
In Chapter 7 of its 2019 Draft Report, the Regulator modelled historical Tasmanian wholesale
energy prices as a proxy for determining forward peak and off-peak wholesale energy prices.
That analysis revealed that there was little difference between high price (peak) and low price
(off-peak) periods under an illustrative 3-tier time-varying feed-in tariff, based on Tasmanian
spot market trends.
This suggests that, based on past spot market trends and the current mix of generation in the
State, the price of wholesale energy in Tasmania over the typical day does not vary
significantly. To the extent that it does vary, the prices tend to be higher when demand is high,
which is early morning and early evening and especially in winter months, and lower at night
time and around the middle of the day, especially in the warmer months.
To demonstrate the comparison, Figure 3.1 below shows the daily profile of customer demand
and solar PV exports from a 5 kW system compared to single-rate and time-varying export
tariffs (illustrative) and the 5-year average movement in Tasmanian wholesale spot prices.
Based on this analysis, the average price that Tasmanian customers with distributed
generation would receive for their exports would be marginally lower (around two per cent)
than under a single-rate feed-in tariff.
Aurora Energy has more recently separately undertaken some analysis which suggests that,
using a weighted value of solar exports to determining peak and off peak rates, Tasmanian
customers with distributed generation would receive around 10 per cent less for their exports
than under a single, flat rate. This is because at the peak export times, electricity demand in
Tasmania is usually low and this is reflected in spot market prices.
Aurora Energy has advised that, under the Regulator’s approach to setting the flat rate feed-in
tariff before the WEP order was introduced, it would expect to pay more for exported
electricity from its customers under the feed-in tariff than it would otherwise pay in the
National Electricity Market. Aurora Energy therefore considers that it purchases these exports
at a net cost to Aurora Energy. Despite this, it does not support a time-varying tariff that would
more accurately reflects time-of-day electricity prices.
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Figure 3.1 Comparison of 2019-20 price profiles for single rate and indicative 3-tier export tariffs and 5-year
average movement in spot prices against daily demand profiles for typical customer with output from a 5 kW solar
PV system

Time of day
solar PV export (kW)
T31
customer demand (kW)

5 year average spot price
single rate FiT

T93
3-tier FiT

This suggests that there is little variation in prices across the day with a time-varying feed-in
tariff, if it accurately predicted the spot market price trends. The fact that no stakeholders
support a time-varying feed-in tariff suggest that the current arrangements are seen to be
broadly fair to retailers and to customers regardless of whether they have a distributed
generation system.
While, under current conditions, the value of wholesale energy in Tasmania does not vary
significantly over the typical day, some major changes affecting Tasmania’s electricity supply
industry may arise in the years ahead. These include the proposed Robbins Island wind farm,
Project Marinus and some of the major Battery of the Nation initiatives or major changes in
demand in Tasmania. There is merit in reviewing the feasibility and effectiveness of a
time-varying feed-in tariff if major changes such as these arise.

16
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4

FE ASI BIL ITY OF A TI ME -VARY I NG
FEE D-I N TAR I FF

As set out in Section 2.2.1, the Regulator has assessed the feasibility of introducing a
time-varying feed-in tariff in terms of whether it is technically possible, capable of being
introduced at an acceptable cost and whether is it likely to be a viable business initiative.

4.1 Is it technically possible to introduce a time-varying feed-in tariff?
Interstate experience indicates that it is technically possible to develop and implement a
time-varying feed-in tariff. In the Tasmanian context, retailers and TasNetworks did not raise
any technical barriers to the introduction of a time-varying feed-in tariff.
A time-varying feed-in tariff uses an advanced (Type 4) meter able to capture interval meter
data. As the vast majority of Tasmanian solar customers have basic (Type 6) meters, customers
intending to receive a time-varying feed-in tariff would need to have their meter exchanged.
While there is a program of exchanging Type 6 meters to Type 4 meters, this program would
have to be accelerated, or time-varying feed-in tariff customers prioritised, so as they are able
to receive a time-varying feed-in tariff. The current low prevalence of advanced meters in
Tasmania means that it may be more practicable to introduce a time-varying feed-in tariff
when advanced meters are more widespread than is currently the case.

4.2 Are the costs prohibitive?
As discussed below in section 5.2.1.2, it is estimated that the one-off system costs for retailers
could be up to $150 000 and there would be relatively small additional operating costs. No
retailers raised cost as an issue for a time-varying feed-in tariff
There would also be additional costs of bringing forward or altering the rollout of interval
meters in the State and also regulatory costs if time-varying tariffs are subject to price
regulation.
These costs are relatively modest and therefore the costs are assessed as not being
prohibitive.

4.3 Is a time-varying feed-in tariff likely to be a viable business
initiative?
For reasons set out in this report, a time-varying feed-in tariff is not expected to be attractive
for retailers, principally because the absence of identified benefits to retailers and customers.
The take up from customers is expected to be very low, based on experience interstate and
on submissions received from stakeholders in Tasmania.
Aurora Energy has also identified some concerns that may arise from introducing the product,
in terms of lack of understanding and confusion by customers that would require increased
resources to address, such as in dealing with queries and complaints.
The Regulator has therefore concluded that the introduction of a time-varying feed-in tariff is
not viable, and has assessed it as not feasible at this time.
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5

E FFEC TIVEN E SS OF A
T IME -VA RYING FEED -IN TA RI F F

An assessment of the effectiveness of a time-varying feed-in tariff has been made against the
overall benefits and costs and against the objectives of:


promoting efficiency and competition in the electricity supply industry; and



protecting the interests of consumers of electricity.

5.1 What are the potential benefits from introducing a time-varying
feed-in tariff?
Drawing upon submissions from key stakeholders, additional information supplied by
stakeholders and analysis carried out by the Office of the Tasmanian Economic Regulator
(OTTER), the Regulator has assessed the potential benefits of introducing a time-varying
feed-in tariff.
The Regulator has also considered how a time-varying feed-in tariff would affect electricity
retailers and customers with distributed generation.
The Regulator recognises that this analysis is ‘point in time’ and conditions and circumstances
may change in the future.

5.1.1 Fairer prices for exported energy
A necessary condition for a time-varying feed-in tariff is that the export price more accurately
reflects retailers’ avoided wholesale electricity costs. This represents a benefit of a
time-varying feed-in tariff.
As discussed in section 3, provided that retailers’ wholesale electricity costs do vary across the
day and the prices that are set in advance broadly predict the actual avoided wholesale
electricity costs, there may be a modest benefit in Tasmania from a time-varying feed-in tariff.

5.1.2 Additional benefits to customers with distributed generation
Time-varying feed-in tariffs potentially enable customers with distributed generation to
respond to price signals to maximise their revenue from the energy that they export, or their
net electricity-related revenue or expenses, allowing for changes in their own consumption
patterns. In Victoria, for example, the time-varying feed-in tariffs encourage solar customers
to orient their panels towards the west to benefit from higher prices in the latter part of the
day.
In Tasmania, it is not evident that these benefits are available. The price signals are likely to
be very weak, given the trends in the spot market and, as discussed above, if anything, prices
are likely to be lower, on average, during the peak export period. As Figure 3.1 shows, there
are no times of the day when there is both significant output from solar generation and high
electricity demand.
18
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Compared to a single rate feed-in tariff, a time-varying feed-in tariff is unlikely to provide
higher prices at the times when generation and therefore potential exports are greatest, given
the level of electricity demand and the trends in spot market prices at these times. Customers
therefore will not achieve a greater return on their expenditure on distributed generation
systems.
If the feed-in tariff is lower at times of peak generation, customers would have an incentive to
increase their energy consumption at these times, rather than export their generation to the
grid. However, this does not provide a net benefit to customers, when compared with a single
rate tariff. Furthermore, given that all retailers’ standard tariffs have a much higher per unit
price than for the feed-in tariff rate for solar exports, as they include some network costs,
these customers already have very significant incentives to consume their own generated
electricity.
Customers may have more ability to increase their overall financial position through the
utilisation of advanced technology, such as batteries. However, as the take-up rate for battery
and advanced technology increases, it is expected that customers will have a greater financial
incentive to utilise this technology to reduce their consumption during peak times, rather than
exporting excess energy to the grid.
Additionally, investment in advanced technology such as batteries, while expected to increase,
is not forecast to reach significant levels in Tasmania.8 Given that distributed generation
owners without batteries have no means of limiting or controlling their time or volume of
export, the opportunities that a time-varying tariff offers to these customers appear very
limited.
This may explain why the take-up of time-varying feed-in tariffs by customers with distributed
generation systems in Victoria and Queensland has been so modest. It is therefore unlikely
that a large number of Tasmanian customers would switch to a time-varying feed-in tariff if a
single-rate feed-in tariff continues to be also available.

5.1.3 Network-related benefits
A time-varying feed-in tariff could potentially encourage distributed generation customers to
alter their consumption patterns and their exports so that benefits accrue to the transmission
and distribution network, such as reducing or deferring investment in network infrastructure
by reducing demand on the network at peak periods.
In Tasmania, these benefits are not available as the times of high demand do not coincide with
the times of peak solar generation, as Figure 3.1 shows. There is effectively spare network
capacity at these times, and marginal cost of network usage, including the marginal capacity
cost that reflects the incremental capital costs, is very low.
Even if demand were to increase significantly when solar output is high, which is highly
unlikely, the very weak price signals from a time-varying feed-in tariff are likely to result in
negligible responses from solar customers. This is unlike in some other states, where demand
can be high at times of substantial solar exports, and there is potential for network cost
savings.

8

Jacobs, Projections of uptake of small-scale systems, June 2017.
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Exports from distributed generation systems therefore affect the Tasmanian electricity
network differently to networks in other states and do not contribute to mitigating against the
impacts of peak demand on the network.
No network-related benefits have therefore been identified from introducing a time-varying
feed-in tariff. This is consistent with the information provided by TasNetworks.

5.1.4 Increased adoption of renewable energy generation in Tasmania
The Tasmanian Government has identified harnessing Tasmania’s renewable energy potential
as one of Tasmania's largest economic opportunities for the next decade and has set a goal of
being 100 per cent self-sufficient in renewables by 2022. Increased adoption of distributed
generation contributes towards this goal.
A time-varying feed-in tariff, with prices that are fair to both retailers and customers, is not
expected to encourage an increased rate of installation of distributed generation as it does
not provide any additional benefits to customers, compared to those provided by a single-rate
feed-in tariff. This is discussed in more detail in Section 5.1.2 above.
In summary, a time-varying feed-in tariff is not expected to increase the efficiency of
Tasmania’s electricity supply industry or provide any significant benefits to electricity
customers. Retailers across Australia have expressed little interest in time-varying feed-in
tariffs such that any measures designed to encourage retailers to offer time-varying feed-in
tariff.

5.2 What are the potential costs of introducing a time-varying feed-in
tariff?
5.2.1 Implementation costs
Retailers have advised the Regulator that establishing and implementing time-varying feed-in
tariffs is not technically difficult. The costs of implementing a time-varying feed-in tariff would
include additional network costs, infrastructure costs, operational and financial costs as well
as metering, billing and customer communication costs. There would also be an impact on
customers due to the relative complexity of time-varying feed-in tariffs.

5.2.1.1

Metering

While the cost of metering is not directly recovered from the individual regulated customer,
based on Aurora Energy’s Standing Offer Pricing Proposal for 2019-20, an average of $86 per
meter is being recovered from regulated customers in relation to the installation of Type 4
meters and the replacement of Type 6 meters with Type 4 meters. There may be additional
costs required at the premises to facilitate the installation. The Regulator has been advised
that interval meters cost around $150.
There is a program of rolling out interval meters across the State so these costs will be incurred
at some stage. Some of these costs might be brought forward, or the rollout program would
be changed, potentially at a higher cost, if there is demand for these meters to accommodate
time-varying feed-in tariffs.
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5.2.1.2

Retailers’ costs

Electricity retailers would need to re-configure their billing and associated systems to
accommodate a time-varying feed-in tariff. Retailers would also incur upfront costs in setting
up administration of the new tariff, including marketing and customer service tasks.
While the costs incurred by each retailer will vary, based on information provided to the
Regulator, it is estimated that the one-off system costs for retailers could be up to $150 000.
Implementation costs may be reduced if the time windows for the time-varying feed-in tariff
align with that of the consumption tariff.
There may also be other costs relating to customer contracts and compliance, which will vary
based on how many customers are eligible to receive payments under a time-varying feed-in
tariff.
While these costs are relatively low, they nevertheless represent a cost of implementation
that is above that of the single-rate feed-in tariff.

5.2.2 Regulatory costs
If the Government decided to introduce time-varying feed-in tariffs and required rates to be
regulated, the Regulator would incur a range of costs. These costs could include engaging
specialist consultants to develop a recommended methodology for setting the rate as part of
each feed-in tariff rate determination investigation.
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FI NDI NG S

Based on the preceding discussion the Regulator has concluded that introducing a
time-varying feed-in tariff would not be feasible as a business initiative or effective as it does
not appear to provide any benefits for the additional range of costs that would be incurred.
More generally, given the relatively small differences in wholesale electricity prices across the
day, it is not expected that customers receiving a time-varying feed-in tariff would adjust their
behaviour as the price signals would be so weak.
Even if there were a significant change in behaviour, as solar generation does not coincide
with peak demand, particularly in winter, it is not expected that a time-varying feed-in tariff
would produce any industry-wide benefits, such as network-related benefits.
Finally, a time-varying feed-in tariff may result in lower revenue to customers with distributed
generation systems than under a single-rate feed-in tariff, depending on the methodology
used to set a single-rate feed-in tariff.
On this basis, a time-varying feed-in tariff has been assessed as not being effective at this time
as there would be little gains in terms of efficiency and increased competition in the electricity
supply industry nor would it further protect the interests of customers.
It is likely that some major changes to Tasmania’s electricity supply industry would be needed,
especially in the generation sector, before a time-varying feed-in tariff may be feasible and
effective.
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AT TACH MENT 2 : LEG AL C ONTE XT
This appendix includes the key sections of the Electricity Supply Industry Act 1995 which sets
out the legislative framework for feed-in tariffs, the determination of the feed-in tariff rate
and the ability of the Minister to require a Special Report. The Act can be found in full online
at: https://www.legislation.tas.gov.au/view/html/inforce/current/act-1995-058

Electricity Supply Industry Act 1995
6. Regulator's functions and powers
(2) In exercising powers and functions under this Act, other than the powers and functions
referred to in subsection (1)(c) , the Regulator's objectives are–
(a) to promote efficiency and competition in the electricity supply industry; and
(b) to establish and maintain a safe and efficient system of electricity generation,
transmission, distribution and supply; and
(c) to establish and enforce proper standards of safety, security, reliability and quality
in the electricity supply industry; and
(d) to protect the interests of consumers of electricity.
9. Special reports to Minister
The Regulator must report to the Minister on subjects on which the Minister requires a report
as and when required by the Minister.

44E. Authorised retailers to pay feed-in tariffs and provide feed-in tariff supply statements
(1) An authorised retailer in respect of premises must ensure that a feed-in tariff supply
statement, in respect of a billing period in relation to the premises, is sent to a feed-in tariff
customer in respect of the premises, if, in the billing period, electricity is supplied to the
distribution network in respect of the premises by a qualifying system installed at the
premises.
Penalty: Fine not exceeding 50 penalty units.
(2) An authorised retailer must pay, to a customer of the retailer who is a feed-in tariff
customer in respect of premises, the feed-in tariff billing amount, if any, in respect of a billing
period in relation to the premises.
Penalty: Fine not exceeding 100 penalty units.
(3) The feed-in tariff billing amount in respect of a billing period in relation to premises is the
amount calculated by multiplying, by the feed-in tariff rate that applies in respect of the
premises under section 44F in relation to the kilowatt hour, each kilowatt hour of electricity
that is, during the billing period, supplied to the distribution network by a qualifying system
that is –
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(a) installed at the premises; and
(b) connected to the distribution network by the distributor in respect of the premises.
(4) Nothing in this Division is to be taken to prevent an authorised retailer from paying to a
customer in respect of premises a greater amount for the supply of electricity from the
premises than the authorised retailer is required to pay under this section, but such a greater
amount is not to be taken to be –
(a) any part of the feed-in tariff billing amount in relation to the premises; or
(b) any part of the amount that a distributor is required to pay to an authorised retailer
under section 44I.
44F. Feed-in tariff rates
(1) If a transitional feed-in tariff customer in respect of premises is a residential customer in
respect of the premises, the feed-in tariff rate that applies in respect of the premises is 28.283
cents in relation to a kilowatt hour.
(2) If a transitional feed-in tariff customer in respect of premises is a small business customer
in respect of the premises and the billing period to which the rate is to apply is a quarterly
billing period, the feed-in tariff rate that applies in respect of the premises is –
(a) 38.577 cents in relation to each kilowatt hour that is within the first 500 kilowatt
hours of electricity supplied, during the billing period, to the distribution network in
respect of the premises by a qualifying system installed at the premises; or
(b) 28.319 cents in relation to each kilowatt hour that –
(i) is supplied, during the billing period, to the distribution network in respect of
the premises by a qualifying system installed at the premises; and
(ii) is so supplied after the first 500 kilowatt hours of electricity are so supplied.
(3) If a transitional feed-in tariff customer in respect of premises is a small business customer
in respect of the premises and the billing period to which the rate is to apply is not a quarterly
billing period, the feed-in tariff rate that applies in respect of the premises is –
(a) 38.577 cents in relation to each kilowatt hour that –
(i) is supplied, during the billing period, to the distribution network in respect of
the premises by a qualifying system installed at the premises; and
(ii) is so supplied before the relevant generation threshold in relation to the billing
period is reached; or
(b) 28.319 cents in relation to each kilowatt hour of electricity that –
(i) is supplied, during the billing period, to the distribution network in respect of
the premises by a qualifying system installed at the premises; and
(ii) is so supplied after the relevant generation threshold in relation to the billing
period is reached.
(4) For the purposes of subsection (3), the relevant generation threshold in relation to a billing
period is reached when the number of kilowatt hours of electricity that is supplied during that
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billing period becomes equal to, or greater than, the number obtained by dividing the number
of days in the billing period by 91 and multiplying by 500 the number obtained.
(5) If a customer is a standard feed-in tariff customer in respect of premises, the feed-in tariff
rate that applies in respect of the premises in relation to a kilowatt hour is the rate that –
(a) is specified in, or determined under, a determination under section 44G that is in
force at the time of the supply of the electricity, from the premises, for which the
rate is to be applied in a calculation under section 44E(3); and
(b) under the determination, applies in respect of the premises in relation to the
kilowatt hour.

44G. Feed-in tariff rate determinations
(1) The Regulator must determine, for the purposes of section 44E(5) , the feed-in tariff rate
that applies in respect of premises in relation to a kilowatt hour.
(2) The feed-in tariff rate in respect of premises in relation to a kilowatt hour may be a
differential rate that varies according to either or both of the following:
(a) the class of premises;
(b) factors specified in the determination.
(3) The feed-in tariff rate for standard feed-in tariff customers may be expressed as –
(a) a rate in relation to a kilowatt hour; or
(b) a method for determining a rate in relation to a kilowatt hour.
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