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The Public Interest Advocacy Centre 
The Public Interest Advocacy Centre (PIAC) is an independent, non-profit law and policy 
organisation that works for a fair, just and democratic society, empowering citizens, consumers 
and communities by taking strategic action on public interest issues. 
 
PIAC identifies public interest issues and, where possible and appropriate, works co-operatively 
with other organisations to advocate for individuals and groups affected. PIAC seeks to: 
 
• expose and redress unjust or unsafe practices, deficient laws or policies; 
• promote accountable, transparent and responsive government; 
• encourage, influence and inform public debate on issues affecting legal and democratic 

rights; and 
• promote the development of law that reflects the public interest; 
• develop and assist community organisations with a public interest focus to pursue the 

interests of the communities they represent; 
• develop models to respond to unmet legal need; and 
• maintain an effective and sustainable organisation. 
 
Established in July 1982 as an initiative of the (then) Law Foundation of New South Wales, with 
support from the NSW Legal Aid Commission, PIAC was the first, and remains the only broadly 
based public interest legal centre in Australia.  Financial support for PIAC comes primarily from 
the NSW Public Purpose Fund and the Commonwealth and State Community Legal Services 
Program.  PIAC also receives funding from the Trade and Investment, Regional Infrastructure 
and Services NSW for its work on energy and water, and from Allens Arthur Robinson for its 
Indigenous Justice Program.  PIAC also generates income from project and case grants, 
seminars, consultancy fees, donations and recovery of costs in legal actions. 

Energy + Water Consumers’ Advocacy Program 
This Program was established at PIAC as the Utilities Consumers’ Advocacy Program in 1998 
with NSW Government funding. The aim of the program is to develop policy and advocate in the 
interests of low-income and other residential consumers in the NSW energy and water markets. 
PIAC receives policy input to the program from a community-based reference group whose 
members include: 
      
• Council of Social Service of NSW (NCOSS); 
• Combined Pensioners and Superannuants Association of NSW; 
• Park and Village Service; 
• Ethnic Communities Council NSW; 
• Rural and remote consumers;  
• Retirement Villages Residents Association;  
• the Physical Disability Council NSW; and 
• Affiliated Residential Park Residents Association. 
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1. Introduction 
PIAC thanks the Independent Pricing and Regulatory Tribunal (IPART) for the opportunity to 
provide comment on its draft report, Review of regulated retail prices for electricity, 2013 to 2016 
(the Draft Report). The key focus of PIAC’s comments in this submission is IPART’s proposal to 
increase the Customer Acquisition and Retention Cost (CARC) allowance in the regulated price.  
The increased allowance is included in the regulated price in addition to the ‘headroom’ created 
by setting the Energy Purchase Cost Allowance (EPCA) above the level retailers actually face. 
PIAC strongly objects to this proposal for three broad reasons: the current market may mean it 
does not work as envisaged by IPART; it will not encourage retailers to innovate; and it may 
serve to increase the market power of the dominant Standard Retailers who offer regulated 
Standard Contracts to NSW consumers. 

2. The current review 
2.1 Residential consumers and IPART’s draft pricing proposal 
Energy affordability has become an increasingly mainstream problem in recent years. IPART 
reported that in 2011/12 there were 23,207 disconnections of residential consumers due to non-
payment of bills.1 This was an increase of 4556, or 25%, from the previous year. In addition, 
PIAC anticipates that the 18% average increase in regulated electricity prices from 1 July 2012 
will result in another large increase in disconnection rates for the current financial year. The 
challenge of retaining access to essential services is now faced by multiple groups within society. 
 
The Draft Report revealed that the percentage of residential consumers disconnected for non-
payment who were pensioners increased from 14% in 2009/10 to 22% in 2011/12. At the same 
time, PIAC’s 2013 research report, Cut Off III: The social experience of utility disconnection, 
found that energy hardship is no longer an issue faced largely by benefit recipients, with 44% of 
households who were disconnected reporting paid employment as their main source of 
household income.2 The Draft Report also revealed that 9% of households in the Essential 
Energy network area pay more than 10% of their disposable income on electricity.3 
 
The current affordability challenges have largely been caused by dramatic price increases over a 
number of years. As IPART notes in the Draft Report, the typical bill for a residential consumer 
doubled, in nominal terms, between 2007/08 to 2012/13 (increasing from $1,100 to $2,230 per 
year).4 In this context, the average increase proposed in the Draft Report of 4.3% for customers 
on Standard Contracts consuming 6.5 MWh per year in AusGrid’s network area, 3.1% for those in 
the Endeavour Network area and 0.5% for those customers in the Essential Energy network 
area5 mark a welcome moderation in price rises.  
 
However, without IPART’s proposed increase in the CARC allowance, prices for many NSW 
consumers on Standard Contracts would actually be going down. While the proposed increase is 
modest in the context of recent trends, customers in two network areas will see prices keep pace 
                                                
1  IPART, Customer service performance of electricity retail suppliers, 1 July 2007 – 30 June 2012, 2012, 8. 
2  Wallace, A & Holloway, L, Cut Off III: The social impact of utility disconnection, report prepared by Urbis for 

PIAC, 2013, 14. Available at: www.piac.asn.au/publication/2013/04/cut-iii. 
3  IPART, Review of regulated retail prices for electricity, 2013 to 2016 – Draft report, 2013, 135. 
4  Ibid, 15. 
5  Ibid, 3. 
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with inflation. This will mean that many households will see no relief from their existing struggle to 
afford their essential services. If the CARC allowance did not increase, consumers would see 
some respite, especially those in the Essential Network area, who face the highest prices in 
NSW.6 
 

2.2 IPART’s Terms of Reference 
IPART has received Terms of Reference (ToR) to set the price of electricity for customers on 
Standard Contracts for three years, from 1 July 2013 to 30 June 2016. When the ToR were 
released, PIAC was optimistic about the cost reduction that would be possible through the new 
method of calculating the EPCA that IPART has been directed to use. Market-based cost is the 
price actually paid by retailers in purchasing energy, and is generally much lower than the Long-
Run Marginal Cost that has been solely used in previous price determinations when calculating 
the EPCA for regulated electricity prices. The inclusion of up to 25% market-based cost in the 
price floor for the EPCA could have lowered final prices for consumers.  
 
However, IPART’s increased CARC allowance wipes out any savings in this area and leaves 
consumers facing higher prices. PIAC strongly opposes this increase in the CARC allowance, 
which favours suppliers over consumers. PIAC, therefore, contends that IPART should not 
increase the CARC allowance as it has proposed to do in the Draft Report.  
 
The ToR for this review state that ‘IPART should ensure that its determination reflects the 
efficient costs faced by a Standard Retail Supplier meeting the forecast demand of the regulated 
customers they are obliged to serve’.7 As will be outlined below, IPART has chosen to make a 
draft determination that actually sets the price of supplying an average customer at $143 above 
efficient costs. PIAC submits that the draft determination does not, therefore, reflect the efficient 
costs faced by standard retailers. 
 
At the same time, the ToR also state that IPART ‘should ensure regulated retail tariffs are set at a 
level which encourages competition in the retail electricity market by considering the risks 
involved in operating retail energy businesses, including customer acquisition and retention 
costs’.8 However, PIAC considers that promoting competition, which is IPART’s stated ambition in 
setting pries above efficient levels, should be subordinate to reflecting efficient costs—at the very 
least this should be the case when the two principles come into conflict. 
 
In addition, PIAC notes that in undertaking analysis for the Draft Report, IPART ‘formed a view 
that competition in the market is now effective enough to provide protection to consumers’.9 PIAC 
argues that for such competition to have evolved, retail tariffs must already be at a level that 
encourages competition. IPART should, therefore, simply ensure that it does not reduce CARC 
costs below current levels in a manner that would jeopardise competition. 

                                                
6  Ibid, 4. 
7  Ibid, 149. 
8  Ibid, 151. 
9  Ibid, 26. 
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3. The CARC allowance 
As stated above, PIAC disagrees with IPART’s proposed approach of increasing the CARC 
allowance in the regulated price. For 2013/14, IPART proposes to include a CARC allowance in 
the regulated price of $9–$13/MWh, or between $52 and $84 per year for a household with 
average consumption.10 This is a significant increase from IPART’s previous three-year price 
determination, when the CARC allowance was set at $36.80 per customer per year (in 2010/11 
dollars).11 As noted in the Draft Report, when the CARC allowance is combined with the 
headroom in the EPCA, an average consumer, ‘will pay $143 a year more than the efficient cost 
of supplying this amount of electricity’.12 IPART argues that this extra headroom will serve to 
attract new entrants into the market, which will create further competition and eventually drive 
down prices.   
 
PIAC notes that the increased CARC allowance is a large proportion of the proposed price 
increase in the Ausgrid ($52 out of a $117 draft increase) and Endeavour network areas ($61 of a 
$97 draft increase), and is more than the draft increase in the Essential Energy network area (of 
$15, compared to the $82 draft increase in the CARC allowance)13 Put simply, the increase in the 
CARC allowance is responsible for the entire price rise in electricity bills for those on standard 
contracts in the Essential Energy network area – without the increased CARC allowance some 
prices would actually have gone down.  
 
PIAC questions the logic of a proposal that seeks to inflate energy prices by $143 per household 
per year above efficient costs in the belief that the extra competition that this will attract to the 
market will then drive prices back down. PIAC’s arguments against the CARC fall into three main 
categories: 

• the current market and its possible development; 
• its impact on the incentive to innovate; and 
• the possible advantage to the Standard Retailers. 

 

3.1 The current market and its possible development 
3.1.1 Demand side – residential consumers 
In recommending that the CARC allowance be increased, IPART notes that all consumers are 
able to seek a better offer than the regulated price in the market, if they so choose. IPART 
appears to take the view that because the regulated price is not the lowest available, all those 
who remain on it must be unable to participate in the market and find another offer. This is the 
same thinking that underlined IPART’s proposal in its initial publication for this process, Review of 
regulated retail prices and charges for electricity 2013 to 2016: Issues Paper (the Issues Paper), 
that all customers on regulated offers be put on market offers and given the opportunity to opt 
back in.14 
 

                                                
10  Ibid 106. 
11  IPART, 2010, Review of regulated retail tariffs and charges for electricity 2010-2013: Final report, 16. 
12  Ibid. 
13  IPART, above n 3, 4, 106. 
14  IPART, Review of regulated retail prices and charges for electricity 2013 to 2016: Issues paper, 2012, 33. 
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However, PIAC submits that there are customer groups for whom the regulated price is the best 
offer, and also customers who do not have a choice of retailer. A survey conducted for the 
AEMC’s review of the effectiveness of competition in NSW found that between 90% and 92% of 
customers in NSW knew they could change retailer.15 At present, 40% of residential customers in 
NSW remain on Standard Contracts.16 Given the 8%–10% of consumers who do not know they 
can switch offers are likely to be on Standard Contracts, at least three quarters of that 40% (or 
30% of the overall residential market) must know that they have a choice of retailer but have 
elected to remain on the regulated price. PIAC submits that it is not IPART’s role to make the 
regulated price a less attractive offer – it is up to the market to come up with offers that entice 
these consumers to enter into a new supply contract. 
 
There are also residential consumer groups who have difficulty participating in the competitive 
retail market. These include customers without access to the internet, those from culturally and 
linguistically diverse backgrounds, and those with a physical disability or other specific 
requirements for energy, such as life support equipment (the experience of these groups is 
discussed in detail in PIAC’s 2012 report, More power to you17). In addition, residents of some 
retirement villages and residential parks have no choice other than to purchase their electricity 
from the management of their village or park and hence do not have access to retail competition. 
Such consumers will have to pay the full CARC allowance to their park or village operator, who is 
entitled to charge for electricity at a rate no higher than the regulated price to which the residents 
would otherwise have access in that area.  
 
PIAC also notes that the complexity of energy market offers means that consumers who do 
switch may not end up on a better offer. As noted in the Issues Paper, IPART’s ‘2010 review 
found that outcomes for customers who had entered the competitive market were not uniformly 
positive’.18 Consumers who have had a negative experience from entering the market are likely to 
be wary to do so again, even when prices increase, as is proposed by IPART. 
 
PIAC submits that it is unreasonable for NSW consumers, especially those who are vulnerable, to 
pay inflated prices solely to increase competition in a market that IPART has judged to be 
effectively competitive. The task of encouraging competition should not be divorced from the 
positive outcomes a competitive market can deliver to consumers. Ultimately, competition only 
benefits consumers where it encourages efficient pricing, optimal service and products aligned 
with consumer demand.  It should be seen as a means to achieving these outcomes, rather than 
an end in itself.  
 
PIAC notes that IPART's Draft Report contains no modeling or projections that could be used to 
establish whether lifting prices to encourage retailers to enter the market, will deliver positive 
outcomes for consumers. Such modeling should inform this current determination to ensure 
outcomes that are both evidence-based and in the long-term interest of consumers. 
 

                                                
15  Roy Morgan Research, Survey of residential customers of electricity and natural gas in NSW: Effectiveness of 

retail competition, 2013, 9. Available at: www.aemc.gov.au/Market-Reviews/Open/nsw-retail-competition-
review.html, as at 15 May 2013. 

16  IPART, above n 3, 6. 
17  Hodge, C, More power to you: electricity and people with physical disability, 2012, Sydney: PIAC. 
18  IPART, above n 15, 28. 
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Recommendation 1 
PIAC recommends that IPART undertake detailed modelling to determine whether, and to what 
extent, its proposal to increase the CARC allowance would provide benefits to NSW consumers. 
 
 
3.1.2 Supply side – electricity retailers  
PIAC accepts that it is in consumers’ best interests to have viable retailers operating in the 
market. In order for retailers to be viable, they must receive a profit from offering customer 
contracts. It is for this reason that the regulated price includes a retail profit margin of 5.7%19, to 
which PIAC does not object.  
 
PIAC understands IPART’s intent in proposing to increase the CARC allowance—by increasing 
the incentive for (second-tier) retail suppliers to enter the market, competition will be increased. 
The increased competition will then, according to free-market economic principles, benefit 
consumers through lower prices. However, PIAC is sceptical about the value of moving prices 
further away from their efficient level in the expectation that they then return in due course. It 
would be more prudent to leave costs close to the efficient level (including an allowed retail 
margin).  
 
Currently, there are 19 licenced retailers in the NSW electricity market.20 This has increased from 
14 in 2009-10. It should also be remembered that one retailer left the market in 2010, meaning 
that 17 new retailers have entered the market since full retail contestability was introduce in 
2002.21 IPART states in the Draft Report that ‘the number of new retailers entering the market 
since the 2010 determination suggests that these barriers [to entry] continue to be low’.22 In 
addition, as stated above, IPART has found that ‘effective’ competition exists in the market. 
 
Given these circumstances, PIAC asks what a sufficiently competitive retail market would look 
like. If competition is already effective, how much more effective does it need to be? What is the 
magic number of retail suppliers? How much extra will consumers have paid by the time the 
competitive market has compensated for the extra CARC allowance? 
 
3.1.3 Possible market developments – retail price deregulation 
While PIAC accepts that IPART is bound to act within the timeframe in its ToR, the timing of the 
proposal to increase the CARC allowance asks consumers to bear significant risk. This stems 
from the fact that IPART proposes to build the increased CARC allowance into the regulated 
price at a time when NSW may be about to remove retail price regulation. The Australian Energy 
Market Commission (AEMC) is currently undertaking a review of the effectiveness of retail 
competition in NSW. Under the Australian Energy Market Agreement, Australian governments 
commit to the removal of retail price regulation where ‘effective retail competition can be 
demonstrated’.23 Given the AEMC is due to deliver its report to the Standing Council of Energy 

                                                
19  IPART, above n 3, 83. 
20  Figures compiled by PIAC from Energy and Water Ombudsman NSW EWON), Annual report 2010-11, 2011, 9; 

EWON, Annual Report 2011-12, 2012, 6; EWON, Our members, 2013 www.ewon.com.au/index.cfm/about-
us/our-members, as at 29 April 2013; IPART, Current licence holders, 2013, www.ipart.nsw.gov.au/Home/ 
Industries/Electricity/Licensing/Current_Licence_Holders, as at 29 April 2013. 

21  Ibid.   
22  IPART, above n 3, 29 
23  Council of Australian Governments, Australian Energy Market Agreement (as amended), 2004, cl 14.11. 
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and Resources in September this year, it is possible that retail price regulation will be removed on 
30 June 2014, after one year of this determination. At that point, the benchmark regulated price 
would include the extra CARC allowance above efficient costs 
 
While the Standing Offer continues to exist in NSW, it has a significant benchmarking effect on 
market offers in NSW. This effect is shown clearly in Figure 1, below, which shows the regulated 
price and how regulated offers mirror this price closely. This underlines the fact that the price 
increase will not only be faced by those consumers on the regulated price. The increase will also 
be felt, at least in part, by the many residential consumers whose market contracts offer them a 
set discount off the regulated price.  
 
Figure 1 – NSW: Estimated annual bills (nominal, inc GST) for electricity offers post July 
2012 excluding discounts and pay on time discounts - Households consuming 10 MWh 
per annum, Single rate24 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
However, PIAC notes that when price regulation was removed in Victoria, a system of standing 
offers was introduced to guarantee all households access to at least one electricity supply offer. 
Victoria’s designated standard suppliers each determine their own standing offer, which is 
published in the Victorian Government Gazette. As can be seen from Figure 2, even in a 
deregulated market, the standing offer (Offer 1) has a significant benchmarking effect on the 
market as a whole.  
 
 
 

                                                
24  Chart based on annual bill calculations in, Johnston, M, New South Wales Energy Prices July 2011 – July 2012, 

An update report on the NSW Tariff-Tracking Project, 2012, Melbourne: St Vincent de Paul Society. 
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Figure 2 – Victoria: Estimated annual bills (nominal, inc GST) for electricity market offers 
post July 2012 excluding discounts and pay on time discounts - Households consuming 
10 MWh per annum (single rate)25 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
(Note: Figures 1 and 2 assume consumption of 10MWh per annum, well above IPART’s average household 
consumption level for NSW of 6.5 MWH. These figures were developed Alviss Consulting to show discounting rates at 
above- and below-average levels of consumption. The figures first appeared in PIAC’s submission to the AEMC’s 
review of the effectiveness of competition in NSW.26) 
 
Once retail price regulation is removed, retailers will be given free rein to include their own CARC 
costs in the prices they offer to consumers. PIAC submits that it is not in the long-term interests of 
consumers to build an increased charge into the benchmark regulated price with this change 
likely to occur before the end of the price determination period. PIAC argues that consumers are 
being asked to bear the risk that the extra CARC allowance will not be driven out by the 
competitive market before this change occurs. As the discussion paper states, ‘there can be a lag 
between the supply-side incentives created by regulated prices and observable market 
outcomes’.27 During this lag, consumers will continue to pay above efficient costs for the essential 
service of electricity. 
 
 

                                                
25  Chart based on annual bill calculations available from St Vincent de Paul Society, Victorian Tariff-Tracking 

project, Workbook 3: Electricity Market Offers July 2010 – July 2012, www.vinnies.org.au/energy, as at 24 
January 2013. 

26  Derum, O & Johnston, M, Marking the market – PIAC submission to the AEMC Issues paper: Review of 
competition in retail electricity and gas markets in NSW, 2013, 25-26. Available at: 
www.piac.asn.au/publication/2013/03/marking-market  

27  PIAC, above n 3, 99. 
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3.2 Increased CARC allowance and the incentive to innovate  
IPART’s stated goal in increasing the CARC allowance is to make supplying electricity in the 
residential retail market more attractive to new market entrants. It is proposed that this be 
achieved by building more headroom into the benchmark regulated price, which will increase the 
ease with which retailers can offer discounts to consumers.  
 
However, PIAC contends that there will be two additional consequences of making the task of 
retailers easier by increasing the CARC allowance. Firstly, retailers will have a reduced incentive 
to innovate. Secondly, the market conditions may attract new entrants who are not viable if 
competition does serve to reduce the headroom created by the increased CARC allowance. 
 
3.2.1 Reduced incentives to innovate 
Theoretically, one of the key benefits to consumers of the competitive market is that retailers are 
forced to innovate to increase their profitability. In a highly competitive environment, it is by 
offering new and attractive products that retailers can increase their market share, become more 
profitable and drive down efficient costs through savings and economies of scale, thereby 
benefitting consumers. This forms one half of the socio-economic contract with consumers, who 
are given the promise of new market-driven product offerings and lower prices in exchange for 
accepting that retailers will often make large profits and expose consumers to the often fraught 
experience of the competitive market. 
 
However, PIAC argues that where the price is pushed away from efficient levels, retailers are 
merely incentivised to offer less of a discount than the headroom included in the regulated price 
and keep some of the discount for themselves. In short, you do not make an enterprise work 
harder for consumers by making its job easier. What consumers are being asked to do is the 
equivalent of paying a child pocket money and then expecting they will do the washing up and 
take out the rubbish in exchange for the possibility of getting more.  
 
3.2.2 Thicker margins and new suppliers 
PIAC also notes the danger of creating extremely attractive market conditions that attract 
inefficient operators. PIAC sees a genuine risk to consumers in the possibility that a new retailer 
will enter the market based on the presence of significant headroom available from which to offer 
discounts. If competition does drive this headroom out of the market, such retailers may not 
remain profitable and may exit from the market.  
 
Such an occurrence would cause significant upheaval for the customers involved and place a 
burden on the entire market. This was the case when a retailer of last resort (RoLR) event was 
triggered by the bankruptcy of Jack Green Energy in 2009-10. 
 

3.3 The increased CARC will benefit standard retailers 
Finally, PIAC submits that IPART’s proposal to increase the CARC allowance will also serve to 
advantage the standard retailers, to an extent that will at least offset its intended impact on 
market concentration and may, in fact, completely counteract it.  
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According to the most recent figures published by IPART, the two standard retailers in NSW 
supply 75.7% of the 2.9 million residential customers in this state.28 When the 40% of the overall 
residential market (1.16 million accounts) is subtracted from this figure, Origin and Energy 
Australia/TRUenergy together have 35.7% of all residential consumers on their market contracts. 
This represents 1.04 million accounts, or more than half of all households on market contracts. 
Assuming that customers on Standard Contracts have the same average use as those on market 
offers, in the first year of the next determination standard retailers would receive around 
$70.12 million above the efficient costs of supplying those customers (1.16 million times $60.45 
per account, which is the average increase in the CARC allowance, calculated using weightings 
for each network provided by IPART29).  
 
This extra money will mean that the two Standard Retailers are able to offer greater discounts 
than other suppliers. This is because they will not only be able to offer discounts that are 
subtracted from the headroom offered through the regulated price, they are also able to offer 
further discounts that are subsidised by the CARC allowance they continue to receive from their 
customers on Standard Contracts. These discounts will make the offers from Standard Retailers 
much more attractive than any offered by a new market entrant. If, as a result, Standard Retailers 
are able to attract new customers, IPART’s proposal will have actually served to increase market 
concentration, favouring the big, established players. 
 

3.4 PIAC’s recommended approach to the CARC allowance 
As previously stated, PIAC accepts that IPART’s ToR for this review set a floor for the EPCA and 
compel IPART to have regard for retailers’ costs in acquiring and retaining customers. PIAC 
understands the ToR guide the decisions made, however it argues that any allowances that push 
prices above efficient costs (which include a retail profit margin of 5.7%) should be kept to an 
absolute minimum.  
 
It is unreasonable to provide retailers with two allowances that push prices above efficient costs. 
The EPCA provides generous headroom of between $9 and $14 MWh. As this headroom is 
above efficient costs (and retailer’s profit margins) it is entirely reasonable that retailers fund 
customer acquisition and retention costs from this allowance alone. This would allow IPART to 
have regard to the cost of acquiring and retaining customers, while not increasing prices above 
the level that is unavoidable under the ToR.  
  

Recommendation 2 
PIAC recommends that IPART entirely remove the CARC allowance proposed in its Draft Report. 
This removal must not precipitate any recalibration of EPCA or increases to other components of 
the regulated price. 
 

                                                
28  IPART, above n 1, 29. 
29  Figure calculated using a weighting of 50% for the Ausgrid network area, 30% for Endeavour Energy network 

area and 20% Essential Energy network area, as recommended by IPART in an email from Alexus van der 
Weyden to Oliver Derum, 20 May 2013.  
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4. Improvements   
As previously stated, significant and sustained price increases over recent years have left an 
increasingly large numbers of residential consumers struggling to afford their essential services. 
Eligible consumer groups have access to various customer assistance measures to help them 
with the challenge of energy affordability. However, the various customer assistance measures 
have failed to keep pace with recent price rises. 
 
PIAC has previously submitted detailed arguments to IPART about how customer assistance 
measures should be improved.30 PIAC will not, therefore, submit the same arguments in the 
same level of detail to the current price determination process. However, PIAC wishes to highlight 
the two customer assistance issues in most urgent need of Government action: increasing the 
Life Support Rebate and increasing the budget for the Energy Accounts Payment Assistance 
(EAPA) scheme.  
 

4.1 Increasing the life support rebate 
The Life Support Rebate is offered to assist eligible consumers with the electricity costs of 
running essential life support equipment. These costs are not discretionary and households can 
do little to reduce them through energy efficiency measures or load shifting to take advantage of 
off-peak pricing.  
 
However, the rates for the life support rebates have been dramatically outstripped by electricity 
price increases. The Life Support Rebate is available for eight types of equipment. Half of these 
categories saw their most recent rate increase in 2009. Even more worryingly, the rate in the 
other four categories, including for the equipment that is the most expensive to run (ventilators 
and phototherapy equipment) have not increased since 2002. Given nominal bills have increased 
by 100% since 2007/08 alone,31 rebate recipients have been forced to absorb these price rises, 
often requiring significant sacrifices in other areas of consumption, including space heating and 
food. 
 
PIAC believes that it is important that rising electricity prices do not place additional pressure on 
the ability of life support recipients to afford the electricity they need to survive and lead dignified 
lives in accordance with basic minimum standards, such as those set out in the International 
Covenant on Economic, Social and Cultural Rights. PIAC, therefore, recommends that the rates 
paid for approved equipment under the Life Support Rebate be urgently increased to re-establish 
their value relative to electricity prices at the time of the last increase in each category. In 
addition, all life support rebates should be indexed to increase in line with future electricity price 
rises. 
 

                                                
30  For example Derum, O, Meeting the continuing challenge of affordability – PIAC submission to IPART’s Draft 

Report ’Changes in regulated electricity prices from 1 July 2012’, 2012, 6-12. Available at: 
www.piac.asn.au/publication/2012/05/meeting-continuing-challenge-affordability.  

31  IPART, above n 3, 15. 
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Recommendation 3 
PIAC recommends the NSW Government immediately increase the Life Support Rebate to 
restore its value relative to electricity prices at the time of the last increase in each category.  

Recommendation 4 
PIAC recommends the NSW Government index the Life Support Rebate to increase in line with 
electricity prices. 
 

4.2 Increasing the EAPA budget 
The EAPA scheme provides vital emergency assistance to people who are unable to pay their 
energy bills due to sudden financial hardship. Importantly, EAPA assistance is available to all 
residential consumers. Eligibility for EAPA is assessed by community welfare organisation 
(CWOs) that distribute EAPA in the form of vouchers, that are then used by recipients to pay bills. 
 
The NSW Government recently announced that the face value of each voucher would increase 
from $30 to $50.32 PIAC accepts that this move will go some way to lightening the administrative 
burden on CWOs, who are required to write out multiple individual vouchers for recipients up to 
the applicable limit. However, the EAPA budget has remained virtually static in recent years, 
increasing from $14 million in 2010/11 to $15 million in 2012/13.33 PIAC submits that as long as 
the total value of EAPA budget does not increase, there will not be a meaningful increase in the 
effectiveness of the scheme in providing emergency assistance to NSW households. 
 
PIAC, therefore, recommends that the total value of the EAPA budget should be urgently 
increased and a system of indexation put in place. PIAC recommends that the EAPA budget 
should increase at the same rate as the average debt of residential consumers disconnected for 
non-payment of bills. Such a method of indexation for the EAPA budget would ensure that the 
program grows in line with the size of the problem the program is designed to help address. 

Recommendation 5 
PIAC recommends the NSW Government immediately increase the EAPA budget and index the 
budget to increase at the same rate as the average electricity account debt of residential 
consumers who are disconnected for non-payment of bills. 

5. Conclusion 
PIAC submits that NSW residential consumers should not be asked to pay regulated electricity 
prices that include cost allowances for retailers on top of the efficient price. PIAC especially 
objects to IPART’s proposal to increase the CARC allowance by between $52 and $84 for an 
average household. Without the increased CARC allowance, consumers in the Essential Energy 
network area, in particular, would have seen some relief from the significant electricity price 
increases that have occurred in recent years. PIAC submits that this increased allowance is not in 

                                                
32  The Hon Chris Hartcher, Minister for Resources and Energy, Media release – Helping households manage 

electricity bills: NSW Government boosts assistance measures, 2013. 
33  NW Department of Treasury, Budget Paper number 2: 2012-13 Budget Statement, Appendix C, 25, 

www.budget.nsw.gov.au/budget_papers_2012-13/bp2/2012-13_budget_paper_2, at 9 May 2013. 
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the long-term interests of consumers and is not warranted at a time of transition in the NSW retail 
market to full price deregulation.  
 
The increased CARC allowance risks stifling innovation in the competitive market and further 
consolidating the market power of the large Standard Retailers. PIAC also recommends that the 
NSW Government immediately increase the Life Support Rebate and the budget for EAPA to 
help vulnerable consumers cope with continuing high costs for the essential services of 
electricity. 


