





“...regulated prices are almost always imperfect subst es for prices determined by the
competitive processes of a market. Notably, when set 3 prices, regulators are
constrained by both imperfect information and the frec :ncy in determinations. As a
result, there is a risk that retailers get stuck (that is, having made investments to ac iire
customers) providing retail services to recover those investments at prices that do not
accurately reflect their costs.”'?

Price surveillance or monitoring

ActewAGL considers, and the AEMC has agreed, that “any price surveillance or monitoring
regime must be designed in a way that does not impose unreasonable regulatory risk, burden or
uncertainty”."® Further, any such program must be predictable and transparent, particularly in
relation to the nature and extent of regulatory oversight an the potential re-introduction of price
regulation.

Consultation and transparency

The AEMC has indicated that it will not be consulting with stakeholders on the Draft Report. This
approach is inconsistent with the AEMC'’s previous conclusion that:

...wt designed procedur: re lirements assist in ensuring that the regt itor administers
the regulatory regime in an appropriate manner. This inclu s providing opportunities for
regulated businesses and interested stakeh: Jers to make submissions to the reaulator
and e opportunity for full and thorough analysis of the submissions and the regt itor’s
decisions (including draft decisions). Transparent decision making in this way is
conducive to reducing regulatory risk, and the probability of error and decreasing the

a ninistrative costs of regulation.™

ActewAGL considers that e AEMC shot | provi : opportunities for all stakehol rs to lodge
submissions on the Draft Report. ActewAGL also notes thatthe  :MC has not made either its
Draft Report or comments provided by jurisdictions or jurisdictis regulators publically available
on its website in relation to its Advice on Best Practice Retail Price Regulation Methodology.
ActewAGL does not support this approach for reasons the AEMC itself has previously noted:

It is essential that there is a degree of transparency surrounding the contents of all
submissions considered by the AER in the course of making its decision, and the
opportunity for comments contained in submissions ... are able to be responded to."

ActewAGL looks forward to continuing to work with the AEMC throughout this review. Please
contact Leanne Holmes, Manager Economic Regulation, on 04 2 850 715 if you would like to
discuss this submission.

General Manager Retalil



' AER 2014, Energy Retailer Authonisation , viewed 20 February
2014,

2 Roy Morgan Research 2013,Survey of Residential Customers of Elect ty and Natural Gas in New South
Wales: Eff  seness of Retail Competition, p.9

3 Roy Morgan Research 2010, Effectiveness of Competition in the ACT . ctricity Market: A Qualitative Study of
Domestic 1 Business Consumers, p.1

* ActewAGL 2014, Response to the ICRC Issues paper — retail prices for franchise customers from 1 July 2014,
p.20

®VaasaETT 2013, The most active energy markets in 2013 revealed, media release, 16 December

® Roy ed 20 February
2014

" AEN | Statement of
Apprc

8 AER 2014 ‘evised Annual Report on the Performance of the Retail Energy Market, p.18

° ActewAGL 2010, ActewAGL Retail response to AEMC Issues Paper, p.1

ActewAGL 2007, Response to Draft Voluntary Transitional Pricing Agreements released by IPART, p.1
' Department of Resources, Energy and Tourism 2012, Energy White Paper, p.160

"IPART 2 2, Issues Paper: Review of regulated retail prices and charges for gas, 2013 to 2016, p.30

2 AEMC 2 , Stage 2 Final Report: Review of the effectiveness of competition in the electricity retail market in
the ACT, 49

BAEMC Zz |, Stage 2 Final Report: Review of the effectiveness of competition in the electricity retail market in

the ACT, p.59

" AEMC 2 , National Electricity Amendment (Economic Regulation of Transmission Services) Rule 2006

No.18, Rule Determination, p.33

'SAEMC 2, National Electricity Amendment (Economic Regulation of Transmission Services) Rule 2006
No. 18, Rule Determination, p.121



