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1.0 INTRODUCTION |

1.1 The Chamber of Commerce & Industry Queensland (§GI®Icomes the opportunity to make this
submission to the Queensland Competition Authd@ZA) and the Queensland Government in relation
to electricity pricing in Queensland and the dagtision on the 2011-12 Benchmark Retail Cost Index
(BRCI) for Electricity.

1.2 CCIQ is the peak business organisation in Queedstapresenting the interests of 25,000 businesmses
135 local Chambers of Commerce across the Stateo(a detailed overview of CCIQ’'s membership is
provided in Appendix 1).

2.0 GENERAL COMMENTS ON ELECTRICITY PRICES AND MARK ET |

2.1 Electricity is an essential input into nearly evgood or service and accordingly its price is aikdéiyience
on the competitiveness of Queensland businessisset#tsential that careful consideration be givethée
actual outcomes of the QCA's price reviews.

2.2 Queensland’s electricity costs represent a maja arhere we can either stimulate or suppress oggoin
economic growth. As with other ‘costs of doing iness’ CCIQ believes we should champion the need to
drive them down and be both nationally and inteomatlly competitive.

2.3 Unfortunately the current BRCI process promotes arrepts price increases without any commensurate
increase in efficiency and productivity within tekectricity supply industry as being the norm. Aststhe
BRCI process represents a significant departure amty from what is the real business operating
environment at present but also from the reportatefits that the Queensland Government claimeddvoul
accrue from market deregulation and greater comipeti

2.4 CCIQ believes that simply accepting the forwardt @sl expenditure estimates of energy generatats an
retailers without consideration of the quality, aeity and service improvements actually being eetd
does not achieve the intended objectives of theique electricity market reforms and compromises th
competitiveness of the Queensland economy.

2.5 The proposed 5.83% cost increase, whilst modestpamed to previous decisions is still a significant
increase on the back of the cumulative effect oéarly 50% increase in the cost of electricity a¥er past
four years. It also leads CCIQ and the businesshuamity to question the future of this process when
continues to build electricity costs at a rate bayond inflation and increases in other commoditied
services.

2.6 CCIQ also strongly argues that no other businegduieensland nor Australia could report having esjoy
increased profitability and revenue, nor would haeen in a position to pass on price increasesisf t
magnitude over the past four to five years. Celgtaihe tightened consumer spending and depressed
business conditions being experienced in Queenglapoksent are directly related to the increasosy of
living including rising energy costs.

2.7 Therefore CCIQ strongly opposes any recommendati@at further increases electricity costs for
Queensland businesses and the community on the bz this increase stands to erode business
profitability and compromise Queensland’s econoraaovery.

2.8 CCIQ also believes that the current approach hagepritself to be esoteric with little relevanceréal
world business practices and that a new approattetdetermination of future electricity prices ded¢o
be explored. In theory the BRCI process was a nggthband transparent means of calculating charges,
however in practice it has resulted in pricing omtes that are unsustainable to the Queenslanddsssin
community. Queenslanders will not accept continereergy cost increases when there is no commensurate
improvement in infrastructure, reliability and see
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| 3.0 BUSINESS VIEWS ON THE ELECTRICITY MARKET |

Impact of Rising Electricity Prices

3.1 CCIQ recently surveyed its members on the perfoomanf the Queensland electricity market and the
impact of successive price increases resulting filoeenQCA’s BRCI decisions. The survey highlighted a
high degree of general dissatisfaction with the agament of Queensland’s energy market and thenturre
cost of electricity.

3.2 The majority of Queensland businesses have expedea rise in energy costs of between ten and ywent
per cent per year over the past three years sib@@-@9.

Business electricity bill increases in each of the past 3 years

0-5% 5-10% 10-15% | 15-20% | 20-25% | >25%
2010-11 7.6% 19.3% 29.0% 19.6% 10.9% 13.6%
2009-10 11.7% 33.3% 29.2% 13.7% 7.2% 4.9%
2008-09 25.9% 38.7% 19.3% 9.1% 3.8% 3.2%

Source: CCIQ Pulse Survey Hot Topic Question — Jdri 20

3.3 These cost increases have had a significant ingrabusiness investment and profitability. Notaléjng
energy prices have also increased the operating éos business and the costs of supply-chain sput
Rising business costs have been passed throughhtmmers where possible through increased prices of
goods and services sold, so Queensland’s energkeimbas indirectly contributed to the inflation and
interest rate rises that are currently cripplingibasses and householders alike.

Impact of rising electricity prices on business ope rations.

Driven changes to reduce
electricity usage

Decreased sales

Decreased employment

Increased prices of goods and
services passed onto customers

Increased cost of inputs/supply
chain costs

Restricted business expansion
and growth

Increased operating costs

Decreased profitability

| \ \
70% 80% 90%

Reduced investment

0% 10% 20% 30% 40% 50% 60% 100%

@ Major B Moderate O Minimal ‘

Source: CCIQ Pulse Survey Hot Topic Question — Jdri 20
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3.4 Energy costs are also becoming a key factor ligibinsiness and economic growth in Queensland. é&s th
Pulse Major Constrains on Business Growth graphvshsince December 2008 energy costs have been
steadily moving up the list as a major constragftecting the concern across the business community
regarding the effect of three consecutive yeassgsfificant energy price rises.
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Source: CCIQ Pulse Survey of Business Conditions -20&f

Business Rating of the Electricity Supply Industry

3.5 Despite increased costs, Queensland businessesibawénessed any commensurate improvement in the
performance of the energy sector. Businesses tiagegtliability of supply as being good, commentihgt
there had been minimal interruptions to supply othen as a consequence of weather conditions asich
storms and floods and that supply was generaliyrmet! within a reasonable period of time.

Business Rating of Queensland's Electricity Indusyr and Performance

1- Very 5 - Very | Average
Poor 2 - Poor | 3-Average| 4 - Good| Good | Rating
1-Very

Price 38.6% 29.1% 27.1% 4.4% 0.8% | Poor
Service 19.9% 25.7% 31.9% 18.3% 4.2% | 3 - Average
Reliability of Supply 7.9% 15.3% 31.0% 33.4% 12.4%| 4 - Good
Products 13.4% 23.2% 43.8% 15.7% 3.9% | 3 - Average
Planning and 1-Very
Investment (Past) 36.5%| 28.2% 26.7% 7.8% 0.8% | Poor
Planning and
Investment 1-Very
(Current) 33.0% 28.4% 29.7% 8.4% 0.7% | Poor

Source: CCIQ Pulse Survey Hot Topic Question — Jdri 20

3.6 However the energy market was rated as only averaggms of the service and products provideddo i
customers. General comments included difficultgpeaking to their energy supplier, long waitingem
when making phone calls and delay in attendingniguigies and disputes over services and bills. &her
was also a high degree of dissatisfaction withawailability and access to alternate/green powpplsu
options.
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3.7 Additionally Queensland Businesses rated the ptanand investment (past and current) by the energy
market as poor. Respondents believed there remaiseghificant lack of investment in new infrastwe
and in infrastructure maintenance and a lack afspparency in the planning by Queensland’s generator
and distributors. A further significant concern wiespite a significant proportion of the previouke
increases being attributed to requirements to invesind provide renewable and greener energyether
remained very little opportunity for consumers toess renewable/green supply at a reasonable cost.

Reasons for Electricity Price Rises

3.8 Queensland businesses were strongly of the opthiainthe energy market is struggling to recovemfro
years of poor planning and infrastructure investniemded to them by the Queensland Government after
deregulation. Accordingly Queensland businessesvegethat the Queensland Government still has amaj
role in supporting the growth and investment inrgpénfrastructure.

3.9 When questioned about what they believed to berihi@ reasons for ongoing electricity price riség, t
majority of businesses acknowledged that the micesources such as coal was a contributing factdr
not surprisingly a significant number of respondebelieved that the proposed mining tax would put
further pressure on the cost of electricity genenaand supply. Again poor planning and investmant
infrastructure both by the energy market and theegament were identified as key drivers for inceshs
energy costs.

Key Drivers/Main Reasons for Ongoing Electricity Price R ises

Lack of competition

Inappropriate regualtory framework and insufficient consumer ‘ ‘ ‘ j
protection

Environmental charges and Climate change policies

Mining Tax

Poor planning and investment in infrastructure by the market

Price of resources such as coal

Poor planning and investment in infrastructure by government -

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

‘El Main Driver @ Minor Driver‘

Source: CCIQ Pulse Survey Hot Topic Question — Jdri 20

Page 6 of 12

rels _ & S =T =
- l ny L yusiness




. . CHAMBER OF
COMMERCE &
INDUSTRY
QUEENSLAND

3.10Queensland businesses indicated a strong prefefencmaintaining the system at current levels of
efficiency and the associated stabilisation of gnerosts. Only 5 per cent of respondents suppdhed
current approach where significant investment aystesn improvement costs have been passed onto
customers through consecutive electricity pricegisThis gives further weight to CCIQ’s assertibatt
the BRCI methodology is disconnected from the etqims of electricity customers and has little
relevance to real world business practices.

Balancing Price Performance Outcomes

Service levels and willingness to pay for servicei  mprovements

Increase investment through
higher electricity prices by a
signficant amount each year
so as to reduce power
interuptions by a large
amount.

5.7%

Increase investment through
higher electrcity prices by a
modest amount each year to
reduce power interruptions
slightly.

35.1% Maintain the system at

current levels of efficiency
with minimal if any
associated price increases.

59.2%

Source: CCIQ Pulse Survey Hot Topic Question — Jdri 20

3.11In summary CCIQ believes there is only minimal inginess by business to pay an additional amount to
secure improvements in electricity supply

| 4.0 SPECIFIC ISSUES RELATING TO THE 2011-12 BRCI DRAFT DECISION |

Maximum Allowable Revenue (MAR) and Net Retail Miar¢NRM)

4.1 CCIQ strongly disagrees with previous decisionst thave awarded Queensland’s energy market
significant revenue and profit margins. Indeed BO210 the two Government-Owned Corporations,
Energex and Ergon enjoyed profit increases of 44fb 28% respectively. Equally in the retail sector,
Origin increased profitability by 10% and AGL by2%b in the last financial year. These profits comthe
expense of the struggling Queensland business caitynwho over the same period have experienced
subdued business conditions and negative profittiro

4.2 While the QCA has no direct influence over the AEBetermination for MAR for the energy generation
and transmissions companies, the authority doesrrdite the net retail margin for the retail market.
Equally CCIQ believes the QCA may have within itsgdiction the ability to apply a revenue and firof
discount to factor in broader statewide economimdd@mns that would better align this sector witle rest
of the business community.

4.3 Accordingly CCIQ would support a revision downwaidshe proposed BRCI determination.
Page 7 of 12
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4.4 CCIQ have been advised that a number of our meniizases received written advice from energy retailers
of electricity rate increases due to changes to RIET and that would commence as at
1 January 2011. CCIQ are concerned that the enmayket may be acting outside of regulated and
approved BRCI processes by passing on these coststomers. CCIQ also argue that if the energiosec
are already recouping costs resulting from chatgéise RET, then RET costs should not be factanéa i
the BRCI decision for 2011-12 and accordingly theppsed price increase would be only 2.92%, a rate
much more acceptable to the business community.

Australian Government’'s Renewable Energy Targefl(REcheme

4.5 Additionally, CCIQ would argue that all other sastof the business community must generally abdwb
costs of red tape and government regulation anthisnbasis do not support the full pass througlhef
costs of the expanded RET believing the energyosestiould accept a proportion of the business risk
associated with the RET program.

Service Levels and Retail Costs

4.6 CCIQ has for the past three consecutive years atwddhat flow throughs of additional revenue tigtou
the network component of the BRCI be explicitlyki#d to performance improvements by the electricity
distributors and retailers as occurs in other glicisons by respective Energy Regulators.

4.7 As suggested in Section 3, Queensland businessesysed as part of CCIQ Pulse Hot Topic question on
Energy, expressed dissatisfaction with the managenpanning and investment and service levels of
Queensland’'s energy market. This evidence sugfestéminimum service standards’ are not delivering
level of performance that could otherwise be adhdety a formal linkage of increased revenue with
increased service performance.

4.8 Again CCIQ recognises that cost, expenditure amdmee allowances for generation and transmissien ar
approved through separate processes to the BR@kvmw where it is within the jurisdiction of the @C
the pass through rates for network and retail calstaild factor in a performance outcome such tht o
those businesses making service improvements caafibizom the full BRCI decision.

| 5.0 OTHER ISSUES |

Renewable Energy Supply Issues

5.1 As suggested in section 2.0, Queensland busineasesyed as part of CCIQ Pulse Hot Topic question o
Energy, expressed dissatisfaction with the investraad diversification into renewable energy sositog
the Queensland energy market. Queensland businesseght to be concerned by the fact that they ar
paying higher energy costs due to the RET and atheironmental programs while being provided limite
opportunity by the energy sector to convert to gnesupply sourced from renewable energy sources.
Additionally where opportunity is provided to acsdall or partial renewable energy supply, it coraés
significant premium and does not allow businessesduce energy costs.

5.2 A further issues raised by respondents to the Falseey was the lack of system mechanisms to stippor
and encourage electricity consumers to self-suppty disconnect from the grid/return energy to thd. g
There is concern that at present the discountfoatthose generating electricity and/or supplyibtpack
into the grid is not proportionate to the actuajatese rate of energy supplied from the grid. A kepect
of this issue is that the existing tariff and pngristructure does not allow for a full proportienaiscount
for those customers with self-generation facilities

Page 8 of 12
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5.3 CCIQ considers that the current BCRI methodology fadled to provide the State’s businesses with a
reasonable level of price predictability and cettai Given that this outcome is a critical one tbe
business community, CCIQ agrees with the QCA'’s nlaimn that a more fundamental overhaul of the
price setting approach is warranted.

BRCI Methodology

5.4 CCIQ acknowledges that subject to the requiremeintise Uniform Tariff Policy (UTP), there needshe
some degree of cost reflectivity in the State'steleity prices in order to ensure that retailessnean
adequate return on capital and to encourage fuithestment in the State’s electricity network and
generation capacity. Better cost reflectivity madgoaencourage more efficient consumption thereby
assisting in the management of demand and potignteducing the need for costly new investments in
generation capacity. That said, CCIQ notes thatsuify to cost reflectivity will potentially resuib higher
prices for some consumer groups and where thosenameases are substantial CCIQ considers tha the
is a strong argument for gradually transitioningsh customers to the higher cost-reflective praels
rather than just immediately shifting them acrasshe introduction of the new pricing arrangemeiitss
will provide customers with an adequate opportutityadjust to the new price reality and to potdiytia
implement strategies which will minimise the impact

5.5 The QCA in its final report of the review of Revie Electricity Pricing and Tariff Structures, mattgs
very recommendation — that a new tariff structurécbst reflective to the extent possible’.

Review of Tariff Structure

5.6 CCIQ is disappointed that the Queensland Governrastfailed to act on the recommendations of the
final report of the review of Review of ElectriciBricing and Tariff Structures completed by the Q&#
handed to the Minister in late 2009. A new tariffusture in Queensland may potentially improve the
electricity pricing structure and offer cost redactopportunities to electricity consumers.

5.7 In particular CCIQ supports the recommendation ghaéw tariff structure accommodate access to tinme
use tariffs for those customers that have intemvetiers installed, but would go further to recommtad,
as has been the case in Victoria, the Queenslandr@oent accelerate the roll-out of interval meters
replace all existing accumulation meters especfallyhe business community.

5.8 Time of use tariffs would be a significant advartaip those businesses, who predominately utilise
electricity during off peak times (business houf@)ose businesses who are lower use customers@r wh
can adjust their electricity use may even achies& savings from this tariff structure (their tlpfice
during off peak periods would no longer be subsidipeak use consumers who utilise electricity idets
of normal business hours).

5.9 CCIQ urges that Queensland Government and the @GCdctt on the intent and recommendations of the

Review of Electricity Pricing and Tariff Structurasd introduce a more appropriate set of reguledtdl
tariffs for Queensland.

Page 9 of 12

- l ' NG :'?. ' ;"_. .3- i( 14~



CHAMBER OF
B CoMMERCE &

INDUSTRY

QUEENSLAND

| 6.0 SUMMARY OF RECOMMENDATIONS |

6.1 CCIQ strongly opposes any further increases inméy costs for Queensland on the basis thatihds to
further erode the extremely volatile business emvitent that currently exists and compromises
Queensland’s flood recovery. A more modest pricngke, reflecting revised state economic growth
forecasts, of between 1 — 2% would be an acceptatt®me.

6.2 Given the economic and business climate in Queetsthe energy sector should equally be pursuisg co
cutting measures and the QCA should apply a revanderofit discount factor and not award the eperg
sector revenue and retail margins disproportiottathe rest of the business community. A revision
downwards of the proposed BRCI determination isetfoge warranted.

6.3 The QCA review the energy sectors application aassshrough of RET costs occurring outside of the
BRCI process and make a determination regardingttiesion or otherwise of these costs in the
calculation of the 2011-12 BRCI.

6.4 The pass through rates of network and retail cistsild factor in performance outcomes such that onl
those businesses making service improvements cafibom the full BRCI decision.

6.5 Greater transparency of investment decisions gniewable energy sources is needed and mechanisims an
systems to improve access for customers to renevesidrgy and off-grid supply must be developed.

6.6 A fundamental overhaul of the BRCI price settingimoelology including consideration of customer
expectations and sustainability of this approackhrto completed immediately following the final
decision for 2011-12 and prior to the commencerétite 2012-13 review.

6.7 The Queensland Government and the QCA must adteoimtent and recommendations of the Review of
Electricity Pricing and Tariff Structures and irduece a more appropriate set of regulated retéffgdor
Queensland. CCIQ has a preference for the intramuof a time-of-use tariff structure, the roll-caft
interval meters, and the development of an appatgsgystem for the return of customer-generaterygne
to the grid.
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Chamber of Commerce & Industry

Queensland is the state's peak

industry body, representing the

interests of 25,000 businesses, across . Calrme & Ear North Qid
all industry sectors and in all regions.
We champion business to gear up for
the future today with the right set of Mackay & Centra| Coast

: ; y
solutions for success in tomorrow's Rockhampton
warld. £ Central Old

Townsville & North Dfd

Chamber of Commerce & Industry slmﬁé";aufé e 3”35.2': eafx?m
Queensland is a non-government Gold Coast & Hinterland
organisation that seeks to work

with Government and other groups The diversification of Chamber of Commerce &

to shape Queensland’s economic Industry Queensland’s membership is illustrated in
and social environments in a way the following charts:

that promotes business growth and Commeree Queensland members by Industry

community prosperity.

Chamber of Commerce & Industry
Queensland is called upon by
thousands of enterprises to deliver

a broad range of business services

including business representation,

business compliance, business

skills, business safety, business

sustainability, business connections

and business globally. We are

commercially-minded and expertly-

qualified. Commerce Queensiand members by Employment Size

Jorayis
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Chamber of Commerce & Industry
Queensland is a founding member \
and influential partner of the

Australian Chamber of Commerce f Q“:‘-pﬁ}‘\&_};g
and Industry (ACCI) and part of the f 4
warldwide network of Chambers of \ \:;';?/

Commerce and affiliated business \
service erganisations.

Chamber of Commerce & Industry
Queensland has in excess of 3,700
members across 8 regional offices
and represents over 135 local
chambers of commerce and 60 trade
and professional associations.

Commerce Queensland members by Reglon
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Our vision is to invigorate business
success in Queensiand.
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CCIQ - Solutions for Business Success

Chamber of Commerce Bt Industry Queensland (CCIQ) represents over 25,000 businesses in Queensland. We are
committed to ensuring our customers have the right tools to achieve real results in their business.

At CCIQ we harness the results of our research, lobbying and policy achievements to offer the best possible business

support solutions to invigorate growth statewide, nationally and glebally. By ioining CCIQ you support the organisation
that supports the Queensland business community.

Membership also ensures you are an integral part of an organisation dedicated to providing first class services to assist
Queensland industry with relevant and practical business solutions. Not only is membership your connection to
infarmation, industry best practice, training and consultancy services, it also allows you to take advantage of the many
benefits CCIQ offers.

gusinesg
compliance

Our success is success for all
Queensland businesses.

|ﬂVig0ratil’lg Chamber of Commerce & Industry

H Queensland members are informed and
BUS' ness cannected business people. Whether you
run a small business or form part of a large
industry sector, call us today to take
advantage of the opportunity to associate
yourselfwith the CCIQ brand.

Visit www.ccig.com.au or phone 07 3842 2244 for more information.

. CHAMBER OF Chamber of Commerce &
COMMERCE & Industry Queenstand
INDUSTRY Industry House
QUEENSLAND 375 Wickham Terrace
Brisbane Q 4000

t =07 3842 2244
f =07 38323195
e = info@ccig.com.au

Call > 07 3842 2244 Www.ccig.com.au



