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About the ACTU

Throughout our country’s history, Australian Unions have always been at the forefront
of winning a fair go.

The Australian Council of Trade Unions is the peak body for Australian unions,
comprised of 34 affiliated unions representing over 1.7 million workers. We provide a
single representative voice for working people. Since its creation in 1927, the ACTU has
spearheaded some of the most fundamental workplace and social struggles in
Australia’s history. The workplace improvements are many: real wage increases, safer
workplaces, greater equality for women, improvements in working hours, entitlements
to paid holidays and better employment conditions, the establishment of a universal
superannuation system, paid parental leave, and paid family and domestic violence
leave.

Introduction

The ongoing energy transition represents the most significant structural transformation
of Australia’s national energy system and economy in decades. To ensure that this
transformation delivers genuine benefits to workers and communities, the future
electricity system should be planned and built to deliver good-quality jobs and just
transition outcomes, alongside generating affordable zero-emissions electricity. In
addition to transitioning to reliable, renewable, and low-emission energy sources, this
transition would also need to respond to future energy demands while enabling a
seamless two-way flow of electricity across networks.

Multiple government inquiries and reports have found that the Australian Energy market
is not fit for purpose. Decades of radical, market-driven policy experiments applied to
Australia’s electricity industry have led to escalating energy prices for consumers while
creating uncertainty about the security and sustainability of electricity



supply’.Increased corporatisation and privatisation of energy markets have created an
unproductive and fragmented structure of private competition where the market is
highly concentrated between a few generators and retailers, yet no one is fully in
control of the system?.

Solving the problems created by this system does not require more marketisation and
privatisation. Instead, it requires a fundamental review of the design and operation of
the energy system followed by coordinated and targeted public investment that delivers
good union jobs and value for money to communities.

Recognising the manifold complexity of “energy market reform” as a subject for policy
analysis, the very wide-ranging scope under the Terms of Reference of this inquiry, the
four-week turnaround for consultation, and the suggested page limit on submissions,
the ACTU does not approach this process as a means to identify comprehensive and
implementable regulatory reforms across the many policy settings and vehicles that
comprise the Australian energy market. Rather, we will use this submission to touch
upon a few key aspects to be considered in any attempt at energy market reform, to
make sure that energy markets prioritise the needs of the Australian people, not only
those of energy company shareholders.

We also urge this review to work in coordination with ongoing initiatives & processes
that have underscored the necessity for energy system reform, such as the Energy and
Electricity Sectoral Decarbonisation Plan and the National Consumer Energy
Resources Roadmap.

1 The Costs of Market Experiments: Electricity Consumers Pay the Price for Competition, Privatisation, Corporatisation
and Marketization. Australia Institute

2 Australia’s National Electricity Market: Bidding rules, market power and wholesale electricity prices. Prof. Lynne
Chester, Discipline of Political Economy, School of Social and Political Sciences, The University of Sydney
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Key Recommendations

. The Australian energy market needs reform to prioritise public ownership and
investment, ensuring affordability, resilience, and a just transition to renewable

energy.

. The National Electricity Objective (NEO) needs reform to reflect the interests of
energy consumers, consider broader socio-economic benefits, align with

national climate goals, and facilitate social license for energy transition.

. To improve energy affordability for low-income Australians, reform the National
Electricity Market (NEM) to prevent market power concentration and ensure
fair pricing.

Consider the recommendations of Inquiry into Price Gouging & Unfair

Practices that provides evidence of price gouging in the electricity market®.

. To prevent market manipulation and rising energy prices, direct the Australian
Securities & Investments Commission to investigate speculative trading in the

energy derivatives market.

For increased uptake of Consumer Energy Resources (CER) and to ensure
equitable benefits, establish national technical standards, enhance
consumer protection frameworks, remove distribution network barriers,

and provide investment support for low-income households.



https://www.actu.org.au/wp-content/uploads/2024/02/InquiryIntoPriceGouging_Report_web9-1.pdf

1. Facilitating the shift toward a public-owned energy
system

Energy markets should serve the needs of the Australian community and Australia’s
domestic energy needs which should be prioritised over the needs of export markets or
private investors. Privatisation of electricity generation, distribution, and retail is a
failed experiment that has resulted in rising electricity prices, critical job losses in
regional areas, electrical workforce shortages due to cuts to apprenticeships, lack of
resiliency as maintenance programs are also cut, and diminished government capacity
to invest directly in clean energy production.

The National Electricity Market (NEM), designed in parallel with this privatisation
process, has failed to deliver any of its promised goals: lower electricity prices,
effective competition, and sensible investment decisions. The fragmentation of the
system and competition between owners of its different components is also an
obstacle to planning for the energy transition, which requires a more complex and
integrated electrical system.

Amid the global shift towards sustainable energy, peer economies are ramping up
public investments in energy systems to accelerate this transition and bolster energy
security*. There have been domestic signals of this shift as well. The re-establishment
of state electricity enterprises in NSW, Victoria, and (to a limited extent) SAis

an important recognition of the role of public investment and ownership in the future of
our energy systems. The introduction of the Capacity Investment Scheme, along with
state government renewable initiatives, shows that most generation investments are
now driven by government programs rather than market price signals.®

The ACTU advocates for energy market reform that recognises the crucial role of
increased public ownership in Australia’s energy systems. This approach would
democratise the energy market, rebuild public capabilities in renewable energy
generation and storage, and ensure a just transition for all Australians. Any genuine

4
5 Australia’s National Electricity Market: Bidding rules, market power and wholesale electricity prices. Professor Lynne
Chester, University of Sydney.
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https://www.weforum.org/agenda/2023/04/clean-energy-government-investment-spending/

attempt at energy market reform aimed at improving energy affordability and access to
our communities needs a fundamental rethink of how our energy systems are owned
and operated. Government ownership and management of energy as an essential
service, analogous to the public provision of other essential services like water, would
enable holistic oversight in the public interest, allowing for the consideration of broader
socio-economic benefits that would not find a place in a company’s bottom line but
would still benefit communities. With the understanding that participationin a
regulatory system that treats energy as a private good rather than an essential service is
fundamentally incompatible with this objective, this submission makes efforts to point
at key areas of intervention within the existing compromised energy market that require
urgent reform.

2. Updating the National Energy Objective

The current Australian energy system faces challenges due to the framing of the
National Electricity Objective (NEO), which prioritises “economic efficiency for
consumers” above broader socio-economic benefits for Australian society. This
framing has historically hindered the pace of renewable energy adoption. In 2023, the
NEO was expanded to consider climate goals and emissions reductions, but it failed to
address the importance of social license for achieving broad economic benefits.

The NEO must be reformed to ensure the electricity system delivers against three
fundamental elements:

e Protecting the interests of consumers by delivering an affordable, reliable, and
secure electricity supply.

e Meeting Australia’s decarbonisation objectives while ensuring climate
resilience.

e Achieving social license by delivering broader social and economic benefits and
upholding Aboriginal and Torres Strait Islander peoples’ rights.



3. Restricting Market Power in the National Electricity
Market

Energy affordability is a significant factor that determines the well-being of low-income
Australians — 40% of all households®. These households have been hardest hit by the
rapid escalation in electricity prices evident since 2005-06’.These price increases have
been driven by the charges paid for the generation of electricity in Australia’s National
Electricity Market (NEM).

The NEM is intended to be a competitive and efficient market where energy consumers
should “pay no more than necessary for energy to their homes and businesses”®. A
basic assumption of a competitive market is that there are enough sellers to prevent
any single one from controlling prices or output, with ownership spread widely to avoid
market power concentration. On the contrary, market concentration of the ownership
and operation of generation capacity has been a characteristic across the NEM,
another argument for why natural monopolies like energy should be democratically
controlled in the public interest, not subject to private control.

The ability of energy generators to exercise market power in this concentrated market
facilitated by the bidding and rebidding rules is one of the key factors that has driven the
recent significantincrease in electricity prices. The NER mandates that generators over
30 MW must sell all electricity through the NEM, with AEMO managing demand,
forecasting supply, and scheduling generation every five minutes based on bids from
generators, which can include up to ten price bands, while also setting maximum bid
prices for their generation. The rules also allow the process of rebidding to address
unexpected plant breakdowns, but this allows dominant generation companies to
manipulate their initial generation capacity bids, exploiting insufficient competition to
fill gaps at the time of dispatch®.

6 Chester, L. and Elliot, A. 2019. ‘Energy problem representation: The historical and contemporary framing of Australian
electricity policy’, Energy Policy, 128: 102-113

7Wood, T., Blowers, D. & Percival, L. 2018. Mostly working: Australia’s wholesale electricity market. Grattan Institute,
July 2018

8 Australian Energy Regulator. 2023. Our Role. https://www.aer.gov.au/about/aer/our-role)

9 Australia’s National Electricity Market: Bidding rules, market power and wholesale electricity prices. Prof. Lynne
Chester, Discipline of Political Economy, School of Social and Political Sciences, The University of Sydney
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The vulnerability of the NEM to market power, and its persistence since the NEM
commenced, has been recognised by regulators, market participants, and all
Australian governments through severalinquiries and performance reports including
those by the ACCC into NEM’s market performance™. The changes made to the bidding
and rebidding rules, along with new forms of market performance monitoring, have not
prevented the record increases in wholesale electricity prices during recent years.

The NEM’s vulnerability to market power and the resulting rise in electricity prices is
longstanding, making a single-step reform impractical. However, as long as the system
remains primarily private, its reform should start with a review of the wholesale
market's design and operation, including where it requires refinements or a
fundamental change, such as adopting a ‘capacity market’ model as used in North
America and Western Australia. The concentration level of market participants in
electricity generation should be kept under review, and there should be scrutiny of the
impact on competition, positive or negative, that could occur in the transition to a re-
designed energy market.

The Australian Energy Market Commission and the Australian Energy Regulator, which
administer the National Electricity Rules (NER) and review the performance of the NEM,
lack transparency in defining and overseeing the exercise of market power by
generators and retailers thus facilitating uncompetitive behaviour. Even when changes
have been progressively made to the AER’s role for wholesale performance monitoring
and reporting, improving the AER’s access to detailed information about the behaviour
of NEM participants in forward contract markets is essential for enhanced monitoring
and reporting.

Price shocks experienced over recent years in the electricity market and evidence of
price gouging shared by the Inquiry into Price Gouging & Unfair Practices’” should be
considered under the review. The inquiry found that:

e Inthe wholesale electricity market, high concentration and price bidding
activities have driven energy prices and may lead to price gouging.

e The network/transmission component of the market does not always produce
the best outcomes for consumers

10
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https://www.aer.gov.au/industry/wholesale/performance
https://www.actu.org.au/wp-content/uploads/2024/02/InquiryIntoPriceGouging_Report_web9-1.pdf

e There is a significant level of price discrimination in the retail electricity market
with impediments to retail competition

The inquiry also made the following recommendations:

e Anindependent expert should review the wholesale market’s design and
operation, considering refinements or a shift to a ‘capacity market,’ while
monitoring electricity generation concentration, competition impacts, and
addressing recent price shocks and evidence of price gouging.

e ASIC should receive a Ministerial Direction to investigate the energy derivatives
market to prevent participants from misusing their position to gain unfair
advantages or influence energy prices.

e Network prices should continue to be subject to close regulatory scrutiny with
the long-term interests of consumers putfirst

e There should be a regulatory review of the high degree of price discrimination in
the retail electricity and gas markets

e Governments and regulators should continue to introduce initiatives to improve
retail outcomes brought about by current market imperfection

4. Regulating the Energy Derivatives Market

Energy derivatives trading in the NEM spot market is used as a tool by generators and
retailers to manage the risk of energy price fluctuations. With the level of concentration
in the energy market, the participants in the energy market derivatives market are also
the participants in the NEM. This creates a situation where the electricity generators
can engage in speculative trading in the energy derivatives market since they know the
level of electricity they will generate in the future. The fact that the volume of derivatives
trading has surpassed electricity demand in the NEM - the annual trading volumes of
forward contracts reached nearly 5 times NEM electricity demand in 2019-2020 and
nearly 6.5 times in 2020-2021 - is indicative of the speculative activity about future
wholesale and retail electricity prices, as well as the role being played by non-NEM
participants such as speculators and hedge funds in the electricity market'.

12 AER. 2022.Wholesale electricity market performance report 2022, December 2022, AER. 2023. State of the Energy
Market Report 2023
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Concentration in the electricity market can be expected to continue with Australia’s
energy transition, as the asset portfolios of the dominant electricity generation
companies increasingly invest in renewable technologies. This means there is ongoing
potential for dominant generators to exercise market power and engage in speculative
trading in the energy derivatives market, which would lead to market manipulation and
rising energy prices for consumers.

Strong interventions are necessary to eliminate this risk. These could include a
Ministerial Direction to the Australian Securities & Investments Commission to
investigate the energy derivatives market to ensure that participants in both the NEM
and the markets for derivatives are not misusing their position either to gain an unfair
advantage or influence the price of energy to meet conditions of the energy derivatives
market.

Increasing Integration of Consumer Energy Resources

Consumer Energy Resources are key to Australia’s secure, affordable, and sustainable
electricity future, providing benefits and equitable outcomes by smoothing the
transition, rewarding consumer participation, and lowering emissions. Well-integrated
CER presents an opportunity to support the least cost and faster energy transition,
system reliability, and reduce consumers’ energy bills. Optimised use of CER can
reduce the need for large-scale generation and storage capacity, resulting in lower
costs and bills for all consumers, including those who do not own CER.

Arecent analysis by the Institute for Energy Economics and Financial Analysis (2024)
indicates that CER (across the full range of possible sources - rooftop solar, household
batteries electric vehicles, etc) has the potential to deliver a combined economic
benefit for Australia of more than $19 billion by 2040 (inclusive of $11 billion in avoided
network costs and $8 billion in reduced generation and storage costs) if well integrated
into the energy system'®. Transforming the grid from a centralised, grid-based system to
a decentralised, bidirectional model with distributed energy resources demands a
fundamental regulatory rethink.
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https://www.energy.gov.au/sites/default/files/2024-07/national-consumer-energy-resources-roadmap.pdf

In the context of the inquiry, we propose the following actions:

. The need for a national technical standards and governance body: The lack

of national oversight in setting technical standards for CER devices and
installation has resulted in jurisdictions imposing different technical standards,
unnecessarily driving up costs and complexity for consumers. Devices that
comply with one state’s standards may not be compatible with another state’s
grid requirements. As pointed out by the AEMC review of CER technical
standards, manufacturers and installers may need to customise devices and
installation processes to meet different state standards, translating to higher
prices for consumers’™. A set of national standards, overseen by a central body
such as the Clean Energy Regulator, should be established and maintained to
improve value for CER consumers and reduce customer concern about negative
outcomes in CER adoption™.

There is also an urgent need for governments, training providers, and industry to
take coordinated action to develop and implement skills needed for the
development of workforce which is foundational for the projected scale of CER
uptake. Given the anticipated rise in demand for CER technologies and the
urgent need for a skilled workforce, the employment and training systems
should be structured to boost the number of skilled and licensed workers.

Better frameworks for consumer protection: Effective consumer protection is
crucial for boosting confidence in emerging technologies and markets like CER.
The new Energy Tech Consumer Code (NETCC), a voluntary code crafted by
leading industry and consumer groups, enhances existing mandatory
regulations. Despite efforts by the AEMC and AER to establish new consumer
protection standards for CER, the code’s implementation remains voluntary. As
the CER marketplace is rapidly evolving with new technologies and business
models, the NETCC provides a quick and effective way to build consumer
confidence in them. Hence the expansion of the NETCC to establish a national
trusted protection scheme for consumers and developing mandatory structures
for its adoption is crucial for enhancing consumer trust in CER adoption.

14
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https://www.aemc.gov.au/market-reviews-advice/review-consumer-energy-resources-technical-standards
https://assets.cleanenergycouncil.org.au/documents/resources/reports/Powering-Homes-Empowering-People-CER-Roadmap.pdf

3. Removing barriers in distribution networks: As rooftop solar becomes more

popular, measures are being implemented by distribution networks that prevent
the export of any of the electricity generated to the network, thus discouraging
consumers from adopting CER. In some regions of the country, there have been
concerns that CER users may even be charged to export electricity to the grid as
these systems are controlled and limited by the local electricity distribution
business’®.

Regulatory reform to increase distribution hosting capacity and increase
network access and visibility is crucial to ensure customers can actively
participate and benefit from CER uptake. This can be in the form of mandates for
distribution businesses to publish the level of export they allowed CER
customers to make in the previous year and what they are expected to allow in
the future. Distribution businesses can also provide price signals that reflect
real- or near-real-time conditions in the network to CER consumers to provide
better information and more confidence in making decisions regarding grid
participation.

Investment support for Households to Transition: Historically, incentives
have been used with success by the federal and state governments to drive the
take-up of CER in Australia, but many more people, especially those on lower
incomes, are missing out on this opportunity due to high upfront costs
associated’. A key step to improving the integration of CER into modern energy
systems is to subsidise households, especially low-income, social housing,
renters, etc., to install and maintain the CER ecosystem. Incentives for CER
uptake can assist customers in reducing high upfront costs and reinforce the
value of CER in the management of energy bills while driving greater system
benefits and savings for all consumers.
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https://assets.cleanenergycouncil.org.au/documents/resources/reports/Powering-Homes-Empowering-People-CER-Roadmap.pdf
https://assets.cleanenergycouncil.org.au/documents/resources/reports/Powering-Homes-Empowering-People-CER-Roadmap.pdf

The ACTU supports the Renew Australia for All alliance, which has released a
National Energy Bill Savings Plan that would close upfront costs gaps for home
electrification and efficiency upgrades for the majority of Australian households
over the next decade, starting with those most in need8. This plan includes
implementing fair labour standards that guarantee well-paid, safe, and secure
careers with best practice training, as well as making greater investments in
skills development, education, and training to expand and diversify the clean
energy workforce. Targeted support and investments such as subsidies that
prioritise low-income homes, renters, and communities experiencing
disadvantage would reduce or eliminate the upfront cost of home energy
upgrades, and rooftop solar and batteries for millions of Australians thus
facilitating a smoother and equitable energy.
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https://renewaustraliaforall.org/wp-content/uploads/2024/09/Renew-Australia-For-All-Energy-Bill-Savings-Plan-Policy-Overview-FINAL.pdf
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