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Introduction 

• Welcome to ActewAGL 

Distribution’s Pricing Review for the 

ACT Electricity Network 

• Today, we’re keen to gather 

feedback about the most suitable 

pricing plans for electricity 

• Start with background information 

then discuss possible changes  



Introduction 

• 100 years of providing energy (electricity & gas) to 
Canberra 

• Electricity business comprise two separate components 

– Network 

– Retail 

• New electricity network pricing Rules* aim to provide more 
‘cost-reflective’ network prices 

• Our revenue allowance has already been set by the 
Australian Energy Regulator (until 30 June 2019)  

– Any changes to ActewAGL Distribution’s network prices 
are to be revenue neutral 

* ‘Rules’ refers to National Electricity Rules 



Context 

How? 

• New Rules require us to: 

– base charges on long 

run marginal cost 

– consider customer 

impacts, and set prices 

that are understood by 

consumers 

 

Why? 

• Recent reviews of network 

pricing 

• Industry shift toward more 

cost reflective tariffs 

• Changes in technology and 

consumer behaviour 

• Greater transparency, more 

consumer engagement 

 



Timeframe 

July 2017 July 2016 Sept 2015 
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National Electricity Supply Chain 

Focus of 

this review 



Peak Electricity Days in the ACT 



Customer and consumption profile 

Consumption Customer Numbers 

Residential – 91% of our customers, 38% of consumption 

Small/medium business – 9% of our customers, nearly half of consumption 

Large business – less than 1% of our customers, 14% of consumption 

91% 

9% 

0% 

Residential

Small and
Medium (LV)
Business

Large (HV)
Business

38% 

48% 

14% 



Residential: average electricity bill 

Based on 7,000 kWh p.a.  $1,486 



Commercial: average electricity bill 

Based on 30 MWh p.a.  $7,032 



What Distribution Charges Cover 

• Distribution businesses typically have high upfront 
costs  

– Building and replacing network assets 

• During the past 5 years AAD has invested: 

– $97 m in expanding and augmenting the network - eg new 
Eastlake Zone substation, new HV lines to connect to 
the second supply point  

– $92 m on asset renewal and replacement - eg pole 
replacement (40% of total) and underground cable 
replacement 

 

Source: ActewAGL, “Subsequent Regulatory Proposal”,  2014 
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Current network tariff options 

 

 

 

 

‘Res’ – Residential, ‘LV’ – Low Voltage, ‘HV’ – High Voltage, ‘TOU’ – Time of Use,  

‘c/kWh/ – cents per kilowatt hour, ‘kVA’ – kilovolt amperes. 

Note: Time of use and demand tariffs require an interval meter  

 which is only available in some ACT homes. 



• 70% of residential 

consumption on a ‘two 

part’ tariff 

• 9% of residential 

consumption on Time of 

Use (TOU) tariffs 

• 2010 all customers 

connecting a new 

premises are put on a 

TOU network tariff, 

unless they choose an 

alternative rate 

 

 

 

Residential Consumption by Tariff 

Two part 
70% 

Inclining 
tariffs 

9% 

TOU 
9% 

Load 
controlled 
(off-peak) 

tariff 
8% 

PV Energy 
5% 

Source: ActewAGL Distribution analysis 



Residential Consumption by Tariff 

Source: ActewAGL Distribution analysis 

Time of Use 

consumption 

has increased 

significantly 

since 

introduced as 

default option 

in 2010 
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• 74% of business 

consumption is based 

on demand/capacity 

tariffs 
 

 

Commercial Consumption by Tariff 

Demand 
Tariffs, 49% 

Capacity 
Tariffs, 25% 

Two part 
tariff, 18% 

TOU/ 
Controlled 
load, 7% 

Source: ActewAGL Distribution analysis 
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Source: ActewAGL Distribution analysis 

• Demand and 

capacity tariffs 

have improved 

commercial load 

factors 

• Businesses have 

responded to 

these tariffs by 

spreading their 

load more evenly 

to improve the 

utilisation of the 

network 
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What drives our pricing decisions? 

• Compliance – with all relevant regulation and Rules 

• Economic efficiency – signal to customers the economic costs of 
providing distribution services (cost reflectivity) 

• Customer Impacts – managing changes that are expected to affect 
customer’s bills 

• Simplicity and transparency – offer customers a clear and simple 
 tariff structure.  

• Flexibility - provide a choice of innovative tariffs to best meet customer 
needs 

• Demand management – provide incentives and opportunities for demand 
management 

• Fairness – similar customers pay similar prices 

• Stability – bills should remain reasonably predictable and avoid price 
shocks 

 



Why is cost reflectivity important? 

• Allows consumers to make informed decisions about 

when, where and how to use electricity. 

• Allow network businesses (like us) to understand 

customers’ priorities to guide investment in the network 

• Cost reflectivity is important across all resources.  If the 

cost of all natural resources are aligned with the value a 

customer places on those resources, then resources 

are allocated efficiently.  Hence, it is important that 

prices reflect the cost of providing the service. 
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Tariff options  

Two part tariff 
• Fixed + flat rate  charge per kWh 

• Typically used by households 

and small businesses  

• Options for changing the mix of 

variable and fixed components 

i.e. raise fixed, reduce flat rate 

charge 



Tariff options  

Block tariffs 
• Fixed charge + variable charge per 

kWh used  

• Inclining block – variable charge 
rises when usage threshold is 
reached 

• Declining block – variable charge 
declines when usage threshold is 
reached 

• Used in combination with other 
tariffs 

• Suitable for customers with high-
use appliances (e.g. hot water 
system)that can switched to off 
peak times 



Tariff options  

Time based tariffs 
• Seasonal pricing - Fixed charge + 

seasonal consumption charge per kWh 
used  

• Time of Use – Fixed charge + 
consumption charge based on different 
times of the day. 

• Appropriate for business customers 
that operate at different times of day 
such as bakeries.  Or season 
operations such as outdoor swimming 
pools. 

• Time of use currently offered to 
residential and business customers 



Tariff options  

Demand-based tariffs 
• Capacity tariff - Fixed charge + A 

charge for reserving a certain 

amount of the network for the 

customer in combination with a 

usage charge 

• Anytime maximum demand – 

Fixed charge + a charge for the 

highest level of usage (demand) 

within a given time period 

• Provides good cost reflectivity 



Tariff options  

Critical peak demand 
• Fixed + usage + critical peak 

demand charge based on 

notification of extreme weather 

event 24 hours in advance (10 

days per year) 

• Very cost reflective as customers 

know when the network is 

expected to experience a peak 



Tariff options  

Controlled load 
• Combine with other tariff. Off 

peak usage of certain 

appliances e.g. hot water 

system   

• Appropriate for those who are 

able to shift consumption to off 

peak times 



What are our options? 

• For residential customers with accumulation 
meters   

– change mix of fixed and usage charge 

• For small/medium businesses 

– change mix of fixed and usage charge 

– refine TOU charges 

• For large businesses 

– introduce critical peak tariff  
 

What are your thoughts?? 
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Feedback - transition 

What should we take into consideration when 

planning the transition to new tariffs? 

Residential 
and business 

customers 

Timing of 
transition 

Metering 

Mandatory? 

Impacts 
on 

customers 



Illustrative option for transition 
More cost 

reflective tariffs 

Time 

Demand 

TOU 

Two Part 

Short term 

3-5 years 

Medium term 

5-8 years 
Long term 

8-13 years 

refine TOU 

introduce tariff 

choice mandatory default 

One cost 

reflective 

tariff: 

• Demand 

• TOU 

• Fixed 
maintain 

new mix 

maintain 

refinement 

new 

premises 

change fixed & 

variable mix 

 



Feedback 

 

 

 Energy Consumer 

Reference Council  

 Community discussion 

paper 

 Business forums 

 Community forums 

 Website 

• What are your thoughts on 

how new distribution tariffs 

should reflect customers’ 

use of and impact on the 

network? 

• What should we take into 

consideration when planning 

the transition to new tariffs? 

• Which specific pricing plans 

are most suitable for 

Canberra? 

 


