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The Consumer Advocacy Panel (CAP) provided funding to the Major Energy Users (MEU) to address the issue of generator market power and to develop a rule change to address this problem in the electricity market.

The MEU has developed a proposed rule change and has submitted the proposal to the Australian Energy Markets Commission (AEMC). A copy of the proposal has been forwarded to the CAP.

The MEU held discussions with the AEMC commissioners to discuss the proposal and has subsequently had further discussions with the AEMC officers involved in progressing the proposal. 

As part of its strategies to secure the best outcome for the proposal, the MEU has undertaken a series of presentations and discussions with groups that have the ability to actively support the proposal, or who have the ability to influence the outcomes.

In all of the discussions the MEU has had with interested parties, the outcomes of the discussions are that there is a need to address the problem, but as the parties had not had the opportunity to address the issue to the same extent as had MEU, they advised that whilst they agreed there needed to be some action to resolve the problem, they were not in a position to give unqualified support to the specific rule change proposal that the MEU provided in its information package. 

This is understandable and meets the basic goal of the MEU. The MEU has a view that although it considers the rule change it proposes will achieve an acceptable outcome for consumers, the MEU is open to discuss and review alternative rule changes that will achieve the same or better outcomes than it has proposed.  

AER/ACCC

Throughout the process of developing our preferred option for addressing generator market power we had maintained close contact with the AER/ACCC.

We have continued our discussions on the generator market power issues with AER Commissioners and officers as well as with the ACCC’s Energy Commissioners.  We understand that parallel work undertaken by the AER with regard to generator market power arrives at similar conclusions to the MEU:  that generator market power is a major concern and the problem will intensify in the future.

We understand that AER Commissioners have already conveyed their research results to the AEMC and the MCE, and expect the AER and MCE will provide discreet support as the AEMC review of the Rule change proposal progresses.

MCE SCO

As the MCE has previously discussed at its meetings the issue of generator market power and has sought advice on the matter, on 28 October 2010, we provided the MCE SCO directorate at the Department of Resources, Energy and Tourism (DRET) a full explanation of the concerns the MEU has. We also provided them with a copy of the full proposal.

As the MCE has evinced concerns about generator market power, the tenor of the discussions with DRET officials was positive towards the need to take some action, although they did not necessarily agree to support the specific rule change proposed suggested by MEU but to seek through the AEMC process, perhaps a better outcome.

While recognising that the issue needs to be addressed, DRET had not come to a landing as to the best way to address the problem. Their main concern with any solution is that it does not result in a lessening of incentives to invest in new generation in the future. Without committing to agreement, they felt that our proposal appeared as though it might not result in a reduction in incentive. 

ACCI AND BUSINESS GROUPS

A meeting was held on 8 February in Canberra with the Australian Chamber of Commerce and Industry to brief senior officers on the MEU’s Rule change proposal.  Senior officials from the New South Wales Business Chamber and the Queensland Chamber of Commerce and Industry participated via telephone conference arrangements.  This meeting followed a telephone conference meeting a month earlier with the same organisation.

The ACCCI and the other Business Organisations are very concerned with escalating energy prices, an issue that has been identified as a core public policy issue by members.

They have agreed to ally with the MEU and actively support the MEU’s Rule change proposal when the AEMC process formally commences.  They also agreed to elicit support from other Canberra-based industry associations.

The support offered is as follows:

· Back-up submissions during the AEMC process

· Media and public relations activities, as appropriate 

· briefing other industry associations to elicit concrete support

· Appropriate resourcing as necessary to defend the Rule change.

SA Consumer groups

On 20 October 2010, the MEU held a meeting with a number of SA consumer groups from the community sector, including UnitingCare and SACoSS. They agreed that the issue of generator market power needed to be addressed and would support the MEU application as it constituted action in regard to the issue.

There was some discussion about the issue and they commented they will support the principle of a rule change, but they also admitted that they were not sufficiently around the options to confirm our solution is the best. Mark Henley of UnitingCare suggested that the sector would probably respond via the community sector roundtable. 

SA Government

A meeting was held with Vince Duffy of SA Department of Transport Energy and Infrastructure (DTEI). He commented that he appreciated the advice and “heads up” we gave. He understands the need to address the actions of AGL/TIPS but his over-riding concern is that if we remove the benefits AGL gets from economic withdrawal, he fears that they will exercise physical withdrawal and he sees that this has the potential to put the lights out – he sees this as a worse outcome than AGL making massive unearned revenue from the market.

On this basis it is clear that the SA government sees there is a problem but their main concern is that physical withdrawal to achieve the same financial outcome for the dominant generator is a major issue for them.

SA Energy Consultative Council (ECC)

The Energy Consultative Council is an advisory body providing consumer input to the Minister for Energy. There have been a number of presentations to the ECC regarding generator market power and the issue is one that receives regular consideration.

Most recently the chair of the ECC was advised of the MEU proposal and reviewed the entire package. 

The ECC has undertaken to provide support to the concept of reducing generator market power when the issue becomes public.
Pulp and Paper Industry and A3P

The pulp and paper industry in combination with the Commonwealth Department of Innovation, Industry, Science and Research and the Union movement, established a Strategy Group (the PPISG) to address concerns of the industry. Recommendation 17a of the report issued reads 

“Noting the significant price increases associated with the exercise of generator market power in the National Electricity Market, the Strategy Group recommends that the Ministerial Council on Energy accelerate efforts to improve competition in the wholesale electricity market, including by increasing penalties and developing rule changes to limit the exercise of generator market power.” 

Since that time the PPISG has maintained close ties to the MEU in regard to this issue as the MEU had proposed to address their concern. 

We have been advised that the PPISG through its implementation program team (PPIIC) and A3P will actively support the MEU proposal.
Other activities
In addition to the specific contacts advised above, the MEU has provided both Victorian Department of Primary Industry (which oversees energy issues) and the Consumer Action law Centre with information regarding the proposed rule change. 

Future actions

Whilst the MEU considers that it has made considerable steps towards getting support from key players regarding the proposed rule change, it is recognized that this action will be a continuing program throughout the AEMC process of examining the proposal and seeking input into its deliberations.

� A3P is the national industry body supporting the pulp and paper industry
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