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Australia to Dump Environment and Social Goals in Power Shake Up

Peak social, environment and business groups have today warned that the dumping of State and
Territory environmental and social goals in the move to new national electricity laws will jeopardise global
warming policies, consumer protections and clean energy technologies.

In the lead up to this Friday’s Ministerial Council on Energy meeting in Melbourne, the groups have
released the Power for the People Declaration (attached) which calls for environmental and social
objectives in the new energy laws - to improve efficiency, reduce greenhouse pollution and protect
vulnerable consumers.

“Federal, State and Territory Governments want to be seen to lead on climate change, yet they’re in the
process of neutering environmental policies by embracing the National Electricity Market (NEM) with its
obsession with dirty coal generation,” said Jeff Angel, Total Environment Centre Director. “The NEM has
overseen a massive increase in greenhouse gas pollution and consumption. Hard-won environmental
protections must not be dumped in the transfer of power to the national level. Other countries such as
Britain have well developed environmental objectives in their electricity market laws — why not Australia?”

"It would be a fundamental failure if the policy framework does not guarantee basic social and
environmental protection.” said Gavin Dufty from the St Vincent de Paul National Council.

"Most states have had strong environmental objectives in their energy legislation and all governments
now agree that we need to dramatically reduce greenhouse emissions. At a time of heightened
community concern with climate change it is bizarre to think that future energy market developments
occur in a manner that does not also support emission reductions,” said Ric Brazzale, BCSE Director.

To date, the prices set by monopoly electricity distribution (“poles and wires”) businesses have been
regulated by States and Territories. As currently proposed, the transfer of regulation to the Australian
Energy Regulator and the Australian Energy Market Commission will prevent the new regulators from
taking social or environmental goals into account when considering the billions of dollars spent on the
energy system each year. By comparison, the UK, which has a similar energy system, has
environmental and social measures in energy legislation.

Today’'s Power for the People Declaration calls on MPs to amend the Australian Energy Markets
Agreement, the National Electricity Law and the National Gas Law by:

= requiring regulators to consider the environment and sustainable development when making decisions

= requiring regulators to consider social impacts, with particular reference to preventing negative
impacts for low income and disadvantaged consumers

» requiring the industry to implement cost effective demand management and energy efficiency to help
consumers save energy wherever this is cheaper than investing in more infrastructure.

Further information: Jeff Angel, Total Environment Centre - 02 9261 3437 / 0432 287 554
Ric Brazzale, Business Council for Sustainable Energy - 03 9349 3077
Gavin Dufty, St Vincent de Paul Society - 0439 357 129
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Power for the People Declaration

Our concern

Sighatory groups have strong misgivings about the current structure of the National
Electricity Market (NEM) and believe that it does not address deep seated environmental
and social concerns held by the Australian community. Under the new National
Electricity Law, market regulators cannot take social or environmental issues into
account. However, it is clear that the market, left to its own devices, will not produce
good social and environmental outcomes.

Electricity is an essential service, and necessary for health, well being and participation
in employment, community and social activities. The key controls on electricity
production and distribution are market rules and regulations. Yet currently this market
actively operates in conflict with many social and environmental objectives, undermining
policies designed to promote social cohesion and environmental protection. This will
have to change if we are to prevent dangerous climate change and protect vulnerable
households.

Members of Parliament need to reform the NEM so that it can help facilitate, rather than
obstruct, environmental and social policies, and be more accountable to the Australian
community. By contrast, we look to the UK, where the market is comparable to
Australia and where measures to achieve better social and environmental outcomes are
in place in legislation.

We call upon elected members of the federal, state and territory Parliaments to address
our concerns by amending the Australian Energy Markets Agreement, the National
Electricity Law and the National Gas Law as follows:

1. require regulators to consider the environment when making decisions and to
contribute to the achievement of ecologically sustainable development;

2. require regulators to consider social impacts, with particular reference to
preventing negative impacts for low income and disadvantaged consumers;

3. require the industry to implement cost effective demand management and energy
efficiency;

4. increase transparency through ensuring Parliament is provided with an annual
Environmental and Social Sustainability report; and,

5. require policy makers to work towards environmentally and socially sustainable
outcomes through reform of the energy sector.




Power for the People Declaration

Background

All Australian governments are signatories to an agreement which aims for “the
promotion of the long term interests of consumers with regard to the price, quality and
reliability of electricity and gas services”. They have also agreed to “address greenhouse
emissions from the energy sector, in light of the concerns about climate change and the
need for a stable long-term framework for investment in energy supplies”._* However,
the law which established the regulators for the NEM did not include environmental or
social objectives which are obviously needed to meet the agreement aims. The second
reading speech for the National Electricity Law clearly stated that the objective of the
NEM is an economic concept, highlighting an unnecessarily narrow focus for the market
and the regulators.

Despite this, state and territory governments are currently handing over their regulatory
powers to the Australian Energy Markets Commission and the Australian Energy
Regulator. This will put at risk a myriad of state based regulatory mechanisms designed
to manage demand, reduce emissions, increase customers’ energy efficiency and protect
vulnerable customers.

Since the NEM was established, the Australian community has become awash with
concern about climate change. Australia is now at a crucial point in deciding how to
power our homes, businesses and the economy into the future.

The environment and the NEM

Since 1990, electricity generation emissions from NEM states? have grown by 52%,
resulting in an extra 60 million tonnes of carbon dioxide pollution every year.® Since
1999, when the NEM became fully operational, energy consumption has spiralled
upwards by 24%.* This growth in emissions and consumption signals an urgent need to
address the NEM’s in-built incentives for supply-side growth and polluting power sources.

While demand management and energy efficiency have been endorsed time and again
over the years as cost effective and beneficial to the NEM, the reality is these
environmentally friendly options are seldom implemented. This concern was raised in
the Parer Review in 2003 and again in the recently released Energy Reform
Implementation Group report. COAG has made a small step towards investigating
barriers to demand management by network providers, but legislative commitment to
cost effective demand management and energy efficiency is still urgently required.
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Social matters and the NEM

All Australians need energy but not everyone can afford the energy required to meet
their basic needs. It is estimated that 1.7 million Australians live in poverty.®> Another
indicator of potential energy poverty is that around 5 million Australians are currently
entitled to a Seniors, Pensioner Concession or Health Care Card. As many as one third
of Australian households are at risk, at some stage, of finding themselves unable to pay
an energy bill.

In 2002, the Australian Bureau of Statistics (ABS), reported indicators of deprivation and
financial stress. The range of 16 indicators of financial stress included “could not pay
electricity, gas or telephone bills on time” and “could not afford to heat home”. For
incomes in the three lowest deciles, 26 per cent, 22 per cent and 15 per cent, of
households said that over the previous 12 months they could not afford to pay
electricity, gas or telephone bill on time. In the lowest two deciles of income 5 per cent
and 4 per cent said that they could not afford to heat their home.

Five years later the ABS reported that between surveys the price of goods and services
had risen by 18 per cent. Over this same period, spending on domestic fuel and power
was up 32 per cent.® It noted that for households in the lowest income group, the
proportion of expenditure on domestic fuel and power is, at nearly 5 per cent, nearly
double that of households with the highest level of income.

Market reforms, including industry restructuring and the introduction of retail
competition, have already had significant impacts on consumers. As further reforms are
considered and implemented, the institutions that govern the market should be
empowered to appraise them with a view to consumer interests more broadly than the
‘purely’ economic.

Conclusion

Despite its poor record on efficiency, environmental and social issues, the NEM is viewed
by industry and governments as a success as it has delivered cheap electricity to
industry, allowed states to trade with each other through interconnectors and facilitated
competition. COAG has foreshadowed another round of reforms to the electricity
industry to “ensure Australia retains secure energy markets and relatively low electricity
and gas prices”.” However, they have not committed to saving a single gram of carbon
emissions through the reform process, nor have they acknowledged that energy reforms
may have deleterious effects on some consumers. The reform process must be directed
towards positioning the NEM so that it delivers energy in ways that are both socially just
and environmentally sustainable. Australia’s leaders should ensure the National
Electricity Market does not obstruct environmental and social goals, but helps to facilitate
them.



Draft Revised National Electricity Law:
States and Territory Environmental and Social Protections at Risk

The following are examples of key Environmental and Social provisions that will be nullified in relation to electricity
distribution regulation by the current draft of the National Electricity Law.

Australian Capital Territory

Independent Competition and Regulatory Commission Act 1997

7 Objectives

The commission has the following objectives in relation to regulated industries, access regimes, competitive
neutrality complaints and government-regulated activity: ...
(b) to facilitate an appropriate balance between efficiency and environmental and social considerations;

20 Directions about prices

(2)  Inmaking a decision under subsection (1), the commission must have regard to—
(f) the principles of ecologically sustainable development mentioned in subsection (5);
(g) the social impacts of the decision; and
(h) considerations of demand management and least cost planning; ...

(5)  For subsection (2) (f), ecologically sustainable development requires the effective integration of
economic and environmental considerations in decision-making processes through the implementation of the
following principles:

(@) the precautionary principle—that if there is a threat of serious or irreversible environmental damage, a
lack of full scientific certainty should not be used as a reason for postponing measures to prevent
environmental degradation;

(b) the inter-generational equity principle—that the present generation should ensure that the health,
diversity and productivity of the environment is maintained or enhanced for the benefit of future generations;
(c) conservation of biological diversity and ecological integrity;

(d) improved valuation and pricing of environmental resources.

New South Wales

Independent Pricing and Regulatory Tribunal Act (1992)

14A Setting of methodology for fixing prices
(2) In making ... a determination, the Tribunal may have regard to such matters as it considers appropriate,
including: ...
(g) the need to maintain ecologically sustainable development ... by appropriate pricing policies to protect
the environment, ...
(i) considerations of demand management ... and least cost planning.

15 Matters to be considered by Tribunal ...
() considerations of demand management ... and least cost planning,
(k) the social impact of the determinations and recommendations,



Queensland
Queensland Competition Authority Act 1997

6 Matters to be considered by authority for investigation
(1) Inconducting an investigation under this division, the authority must have regard to the following matters--...
(h) considerations of demand management;
(i) social welfare and equity considerations including community service obligations, the availability of goods
and services to consumers and the social impact of pricing practices;
(k) legislation and government policies relating to ecologically sustainable development;
(m) economic and regional development issues, including employment and investment growth;

Victoria
Essential Services Commission Act 2001.

8. Objectives of the Commission
(1)  In performing its functions and exercising its powers, the primary objective of the Commission is to protect
the long term interests of Victorian consumers with regard to the price, quality and reliability of essential
services.
(2) In seeking to achieve its primary objective, the Commission must have regard to the following facilitating
objectives—

(e) to ensure that regulatory decision making has regard to the relevant health, safety, environmental and
social legislation applying to the regulated industry;

() to ensure that users and consumers (including low-income or vulnerable customers) benefit from the
gains from competition and efficiency;

L All jurisdictions are signatories to the Australian Energy Market Agreement and subscribe to its
tenets. Neither Western Australia or the Northern Territory currently participate in the national
electricity and gas markets.

2 States participating in the National Electricity Market are New South Wales, South Australia,
Victoria, Queensland and the ACT.

3 Australian Government, Australia’s National Greenhouse Accounts — State and Territory
Greenhouse Gas Inventories 2004, 2006, pp. 16-17.

4 Donaldson, K. “Australian consumption by industry, by fuel and state”, Australian Energy
Statistics, ABARE 2006

5 Tony Kryger, Poverty Rates by Electorate, Statistics Section, Parliamentary Library, Parliament
of Australia Research Note 49 2004-05

® Household Expenditure Survey, Australia: Summary of Results 2003-04 6530.0, Australian
Bureau of Statistics, Canberra, August 2005

’ COAG National Reform Agenda: Competition Reform April 2007, p2



