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Background 

As per the funding agreement with the Minister for Energy and Mining (“Minister”) for the 

Residential Energy Consumers Representation in Energy Regulatory Determinations, Policy 

Making and Market Monitoring/Development Project, SACOSS is required to provide an 

annual briefing to the Minister about energy pricing issues that affect South Australian 

consumers. The briefing is to include provision of an ongoing comparison between South 

Australia and Victoria as a benchmarking tool. This paper fulfils this annual briefing output.  
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Summary 

SACOSS’ 2019 annual briefing on energy pricing issues affecting South Australian consumers 

provides evidence that: 

 In South Australia, retail market competition has increased for both electricity and 

gas consumers over the past year with the introduction of three new retailers into 

the market; 

 Residential customer switching has increased across the National Electricity Market 

(NEM), with an increase from 3.7% to 6.1% for South Australian electricity customers 

between June 2017 and June 2018. Gas switching has increased from 2.8% to 3.8% 

during the same period; 

 Energy affordability is an issue for all South Australians, but it remains a critical issue 

for low income households who continue to be subject to the least affordable 

electricity in the National Electricity Market (NEM); 

 The number of South Australian customers on hardship programs increased by 35% 
during 2017-18 to 21,129 customers, with the level of debt they had upon entering 
the scheme also increasing; 

 The number of South Australian customers on payment plans increased by 5.1% for 
residential electricity customers and decreased by 5.1% for residential gas customers 
compared to 2016-17; 

 South Australia had the highest rate of residential gas disconnections in 2017-18 
(1.0% of all customers) and second highest rate of electricity disconnections (1.4% of 
all customers) across of all jurisdictions operating under the National Energy 
Customer Framework (NECF); 

 Discounting practices are changing with a gradual shift away from pay-on-time 

conditional discounts and more competitive fixed priced retail offers; 

 The SA Government’s scheme negotiated with Origin Energy for concession 

cardholders remains very attractive both from the perspective of price as well as 

form the perspective of other features (e.g. the discount applies even if customers 

do not pay on time; no added fees and charges).  
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Overall this presents a mixed report card for South Australians in the past year. While some 

headline outcomes have improved for consumers from a low base in previous years (e.g. 

customer switching, consumer confidence), those facing financial difficulty and hardship are 

still struggling with energy affordability.  

It is hoped the introduction of the Default Market Offer (DMO) and the AER’s new Customer 

Hardship Policy Guideline1 will improve outcomes for South Australian energy consumers. 

SACOSS however does note that price competition was almost non-existent when previously 

SA had a ‘default market offer’ and it was this situation which led SACOSS to support the 

then government to open up the market for retail price competition. We are hence cautious 

about whether the claims a new DMO will lead to cheaper prices more broadly will be 

fulfilled.  

In Victoria, the Essential Services Commission has amended the Energy Retail Code2 to 

include a new Payment Difficulty Framework (PDF), which came into effect on 1 January 

2019. The Victorian PDF is an entitlement-based framework that establishes minimum 

standards of assistance for all Victorian residential customers anticipating or facing payment 

difficulty, with the goal of ensuring disconnection for non-payment of a bill is a last resort 

measure. Since the introduction of the Victorian PDF, between January and March 2019, 

customers disconnected for not paying their energy bill decreased by 45% compared to the 

same time last year.3  

SACOSS recommends that the Minister notes this briefing.  

  

                                                      
1 AER, Customer Hardship Policy Guideline, Version 1, March 2019, https://www.aer.gov.au/system/files/AER-

Customer-Hardship-Policy-Guideline-March-2019.pdf 

2 Essential Service Commission of Victoria, Energy Retail Code Version 13, July 2019 

https://www.esc.vic.gov.au/sites/default/files/documents/energy-retail-code-v13-20190701.pdf 

3 Essential Services Commission 2019, Victorian Energy Market Update: June 2019, 28 June, 

https://www.esc.vic.gov.au/sites/default/files/documents/RPT%20-%20FINAL%20-
%20Victorian%20Energy%20Market%20Update%20-%20June%202019%20-%2020190507.pdf, p.5 

 

https://www.aer.gov.au/system/files/AER-Customer-Hardship-Policy-Guideline-March-2019.pdf
https://www.aer.gov.au/system/files/AER-Customer-Hardship-Policy-Guideline-March-2019.pdf
https://www.esc.vic.gov.au/sites/default/files/documents/energy-retail-code-v13-20190701.pdf
https://www.esc.vic.gov.au/sites/default/files/documents/RPT%20-%20FINAL%20-%20Victorian%20Energy%20Market%20Update%20-%20June%202019%20-%2020190507.pdf
https://www.esc.vic.gov.au/sites/default/files/documents/RPT%20-%20FINAL%20-%20Victorian%20Energy%20Market%20Update%20-%20June%202019%20-%2020190507.pdf
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Retail energy prices 

South Australia continues to be the most expensive jurisdiction for electricity in all 

jurisdictions where electricity prices are deregulated.4  

Factors which influence prices across jurisdictions include retail competition (e.g. the 
number of electricity retailers operating in the distribution zone, the number of customers 
across all market segments, the number of distributors in the market) local factors (e.g. local 
climate, access to gas only or electricity), and individual factors (household energy 
efficiency, number of people living in the household).5  
 
As can be seen in the table below, South Australian low income households have the least 
affordable energy in the National Electricity Market (NEM) – with both the highest annual 
bills ($2,051) and the largest percentage of low income household’s disposable income 
being spent on electricity (9.5%). For middle income South Australian households, annual 
bills and percentage of income spent on electricity was second highest, behind that of 
Tasmania. This is in part because customers in Tasmania use more electricity than gas 
compared to other jurisdictions, with gas not a viable fuel source for many Tasmanian 
households.  
  

Table 1: Comparison of residential electricity retail market across the NEM, 2017-18 

Electricity SA NSW QLD ACT VIC TAS 

Distributors 1 3 2 1 5 1 

Retailers 26 37 34 14 26 4 

Retail offers 418 2826 683 240 451 23 

Customers 866,998 3,489,158 2,187,842 187,113 2,742,146 279,073 

Average usage (kwh) 5104 6132 5947 7009 4811 7982 

Low income       

Annual bill  $2,051   $1,710   $1,524   $1,501   $1,316   $1,856  

Annual % of income 

spent on electricity 

9.5% 7.4% 6.7% 4.7% 5.8% 8.2% 

Middle income       

Annual bill  $2,261   $2,034   $1,865   $1,803   $1,026   $2,406  

Annual % of income 

spent on electricity 

4.6% 2.9% 2.6% 2.0% 2.9% 5.5% 

Source: AER 2018, based on detailed bills costs at 1 June 2018 

                                                      
4 AER, Annual report on compliance and performance of the retail energy market 2017-18, December 2018, 

https://www.aer.gov.au/retail-markets/performance-reporting/annual-report-on-compliance-and-
performance-of-the-retail-energy-market-2017-18 

5
 Ibid 

https://www.aer.gov.au/retail-markets/performance-reporting/annual-report-on-compliance-and-performance-of-the-retail-energy-market-2017-18
https://www.aer.gov.au/retail-markets/performance-reporting/annual-report-on-compliance-and-performance-of-the-retail-energy-market-2017-18
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Residential gas bills for both low income and middle income South Australian households 

were more affordable in comparison to other jurisdictions. Households from Victoria and 

the ACT had the highest annual bills, both in terms of the total annual figures and percent of 

income spent on gas for both low income and middle income households. 

Table 2: Comparison of residential gas retail market across the NEM, 2017-18 

Gas SA NSW QLD ACT VIC 

Distributors 1 4 1 1 3 

Retailers 9 11 3 3 13 

Retail offers 78 329 62 19 583 

Customers 435,685 1,393,519 205,926 124,186 2,036,747 

Average usage (Mj) 17,501 22,855 7,873 42,078 57,064 

Low income      

Annual bill  $743   $745   $604  $1,292   $1,230  

Annual % of income spent on gas 3.5% 3.2% 2.6% 4.3% 5.4% 

Middle income      

Annual bill $953   $876   $676   $1,594   $1,478  

Annual % of income spent on gas 1.9% 1.5% 1.3% 2.5% 2.7% 

Source: AER 2018, based on detailed bills costs at 1 June 2018
6 

Standing and market offers 
 
Default market offer 
In response to recommendations from the ACCC Retail Pricing Inquiry, the AER has 

developed a Default Market Offer (DMO) to provide greater protections for customers on 

standing offers, who are not engaging in the energy market (typically, standard offer prices 

are substantially higher than market offer prices). 

The DMO will come into effect from 1 July 2019, with the AER determining that DMO prices 

are set at the mid-point between the median market offer and median standing offer in 

each distribution zone.7 For South Australia, 2019-20 DMO prices has been set at $1,941 for 

residential flat rate tariffs and $2,420 for residential flat rate tariffs with controlled load.8 

                                                      
6 Note, data for Tasmania is not provided as gas is not available as an alternative fuel source to the majority of 

Tasmanian customers  

7 AER, AER final determination – default market offer prices 2019-20, April 2019, 

https://www.aer.gov.au/system/files/AER%20Final%20Determination%20-
%20Default%20Market%20Offer%20Prices%20-%20April%202019.pdf 
8
 Prices are annual prices and GST inclusive. A controlled load is when electricity is supplied to specific 

appliances (such as electric hot water storage systems or slab or underfloor heating) and is usually separately 

https://www.aer.gov.au/system/files/AER%20Final%20Determination%20-%20Default%20Market%20Offer%20Prices%20-%20April%202019.pdf
https://www.aer.gov.au/system/files/AER%20Final%20Determination%20-%20Default%20Market%20Offer%20Prices%20-%20April%202019.pdf
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Estimated annual savings for South Australian customers on the standard offer bill is 

approximately $171.  

This is likely to only benefit a small proportion of customers in South Australia (in 2017-18, 

SA had the highest proportion of customers on electricity and gas market contracts across 

all jurisdictions, with 91% of residential electricity customers and 89% of residential gas 

customers in SA already on market contracts). 

  

Figure 1: % of customers on market contracts 2017 - 18 

Crucially, the DMO will also act as a ‘reference bill’ from which all discounts must be 

calculated. This is aimed at stopping retailers from advertising meaningless headline 

discounts where the base price is inflated and enables customers to better compare across 

different retail offers.  

Victoria does not operate under the National Energy Customer Framework (NECF)9, and 

therefore the DMO does not apply to Victorian households. Instead, the Victorian 

government will be introducing a similar mechanism – the Victorian Default Offer (VDO) – 

from July 2019.10  

The main way in which the VDO differs from the DMO is that it uses a “bottom-up” 

approach to set the price (based on retailers’ “efficient costs” of providing services) rather 

than the “top-down” approach of the DMO which is based on publicly available price data.  

                                                                                                                                                                     
metered. Controlled load tariffs are generally set at a lower rate as the appliances operate during off-peak 
hours.  

9
 The national framework that regulates the connection, supply and sale of energy (electricity and gas) to 

residential and small business energy customers connected to the grid. While Victoria has not adopted the 
NECF, principles are generally aligned via the Victorian Energy Retail Code.  

10
 Essential Services Commission, Electricity and gas retail markets review implementation 2018 (Victorian 

Default Offer), May 2019, https://www.esc.vic.gov.au/electricity-and-gas/inquiries-studies-and-
reviews/electricity-and-gas-retail-markets-review-implementation-2018/electricity-and-gas-retail-markets-
review-implementation-2018-victorian-default-offer 

88 

21 
10 

53 

79 
91 

39 

9 

58 

85 

0

20

40

60

80

100

SA ACT Tas QLD NSW

%
 

% Electricity customers on 
market contracts  

Jun-17 Jun-18

87 

22 

70 

83 
89 

40 

75 
87 

0

20

40

60

80

100

SA ACT QLD NSW

%
 

% Gas Customers on market 
contracts  

Jun-17 Jun-18

https://www.esc.vic.gov.au/electricity-and-gas/inquiries-studies-and-reviews/electricity-and-gas-retail-markets-review-implementation-2018/electricity-and-gas-retail-markets-review-implementation-2018-victorian-default-offer
https://www.esc.vic.gov.au/electricity-and-gas/inquiries-studies-and-reviews/electricity-and-gas-retail-markets-review-implementation-2018/electricity-and-gas-retail-markets-review-implementation-2018-victorian-default-offer
https://www.esc.vic.gov.au/electricity-and-gas/inquiries-studies-and-reviews/electricity-and-gas-retail-markets-review-implementation-2018/electricity-and-gas-retail-markets-review-implementation-2018-victorian-default-offer
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Retailers have already responded in several different ways to the DMO/VDO, with respect to 

their broader retail offers. These are summarised briefly below: 

EnergyAustralia 

 Removing pay-on-time discounts and online-only discounts 

 Applying discounts off the total energy bill (rather than off usage rates only) 

 Applying prices for the full term of new contracts (no ‘in-contract’ rate changes) 

 

Origin Energy 

 In addition to moving standing offer customers on flat tariffs to the DMO, Origin are 

also moving customers on non-discounted plans to the DMO 

 Reducing prices for customers on time-of-use tariffs by the same percentage applied 

for flat tariff customers 

AGL 

 Introducing a guaranteed (unconditional) discount option for new markets offers  

 Reducing prices for customers on time-of-use tariffs by the same percentage applied 

for flat tariff customers 

 
The AER and ACCC will monitor the impacts from the introduction of the DMO over the next 
12 months to ensure that the policy is acting as intended. As noted above SACOSS is 
cautious about the degree to which the DMO is likely to lead to major and sustained savings 
for customers and especially those customers on the lowest of incomes.
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Payment difficulties and hardship 

Payment plans  
 
In 2017-18 there were: 
 

 20,721 residential electricity customers in South Australia on payment plans (or 2.7% 
of all customers), a 5.1% increase from the previous year; 

 7,154 residential gas customers in South Australia on payment plans (or 1.7% of all 
customers), a 6.1% decrease from the previous year. 
 

 
Figure 2: The number of electricity customers on a payment plan 2016–17 to 2017–18 

Source: AER, 2019 
 

 
Figure 3: The proportion of gas customers on a payment plan 2016–17 to 2017–18 

Source: AER, 2019 
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Customers in hardship 
 
The total number of residential customers on hardship programs increased across all 
jurisdictions in 2017-18 from 2016-17 levels with the exception of Queensland. In 2017-18, 
there were 21,129 South Australian residential customers on hardship programs (electricity 
and gas), an increase of 35% from 2016-17.  
 

 
Figure 4: Total number of customers on hardship programs (electricity and gas)

11
 

Source: AEMC, 2019 

 
Customer energy debt levels 
 
Energy debt levels are a good indicator of the overall affordability of energy, as they signal 
how proactive retailers are in assisting customers who are struggling to pay their bills (i.e. by 
putting them on a hardship program or payment plan to help manage debt). Debt levels 
below refer to the amounts outstanding for 90 days or more.  
 

 The biggest increase in energy debt levels was observed in South Australia, with 
average debt for non-hardship electricity customers increasing almost 40% from 
$938 in 2016-17 to $1524 in 2017-18.  

 A smaller increase was observed for non-hardship gas customers in South Australia, 
with average debt increasing from $426 in 2016-17 to $575 in 2017-18. 

 For South Australian hardship customers, average electricity debt in 2017-18 was 
$1694 and average gas debt was $670. 

 

                                                      
11 Note that total figures are presented (electricity and gas) as Victorian hardship numbers are not 

disaggregated by electricity and gas 
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Figure 5: Average residential bill debt: on entry to hardship program; hardship customers; non-hardship 
customers – electricity and gas, by jurisdiction, 2015-16 to 2017-18 

Source: AER, 2018 
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Residential disconnections  
 
In 2017-18, South Australia had the highest rate of residential gas disconnections (1.0% of 

all customers) and second highest rate of electricity disconnections (1.4% of all customers) 

across all jurisdictions operating under the National Energy Customer Framework (NECF). 

This represented a combined 14,918 residential customers disconnected for not paying their 

energy bills, up 2.7% from 2016-17.

 

Figure 6: Residential electricity disconnections and as a percentage of customers 2012-13 to 2017–18 

Source: AER, 2018 

 

 

Figure 7: Residential gas disconnections and as a percentage of customers 2012-13 to 2017–18 

Source: AER, 2018 

 

As Victoria is not part of the NECF, the AER do not collect data on all aspects of their retail 

performance. However, data from the Victorian Essential Services Commission (ESC) shows 

that the rate of residential disconnections have increased for both electricity (1.3 customers 
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per 100) and gas customers (1.1 customers per 100), combining for a total of 55,474 

residential customers disconnected, up 20 per cent from 2016-17.12 

The Essential Services Commission of Victoria has amended the Energy Retail Code13 to 

include a new Payment Difficulty Framework (PDF), which came into effect on 1 January 

2019. The Victorian PDF is an entitlement-based framework that establishes minimum 

standards of assistance for all Victorian residential customers anticipating or facing payment 

difficulty, with the goal of ensuring disconnection for non-payment of a bill is a measure of 

last resort. Notably, under the PDF, all residential customers are entitled to standard forms 

of assistance from their retailer to help them avoid getting into arrears, and are entitled to 

more tailored forms of assistance from their retailer if they are in arrears of $55 or more. 

The consumer protections established under the PDF differ considerably from those 

established under the National Energy Customer Framework (NECF), and we will be closely 

monitoring the relative effectiveness of both frameworks through the AER and ESC’s 

performance reporting data on payment difficulty, disconnection and hardship. 

Since the introduction of the Victorian PDF, between January and March 2019, customers 

disconnected for not paying their energy bill decreased by 45% compared to the same time 

last year.14 This is sharp decline should be interpreted with caution, given that disconnection 

numbers typically come in peaks and troughs and many retailers paused customer credit 

while systems were being updated to accommodate administrative changes with the PDF. A 

better sense of the scheme’s effectiveness will be known after 18 – 24 months of operation.   

SACOSS remains deeply concerned about the spiralling increases in disconnections and 

argues that this inherently reflects the affordability challenges some households are facing. 

SACOSS contends that there is still inadequate information about the circumstances that 

surround disconnections and believes further work on this would be helpful in structuring 

better responses to ensure households are not being disconnected wherever possible. 

                                                      
12 Essential Services Commission, Victorian Energy Market Report 2017-18, February 2017-18, 

https://www.esc.vic.gov.au/sites/default/files/documents/RPT%20-%20Final%20-
%20Victorian%20Energy%20Market%20Report%202017-18%20-%2020190218_0.PDF, p. 63 

13 Essential Service Commission of Victoria, Energy Retail Code Version 13, 1 July 2019 

https://www.esc.vic.gov.au/sites/default/files/documents/energy-retail-code-v13-20190701.pdf 

14 Essential Services Commission 2019, Victorian Energy Market Update: June 2019, 28 June, p.5 

https://www.esc.vic.gov.au/sites/default/files/documents/RPT%20-%20FINAL%20-
%20Victorian%20Energy%20Market%20Update%20-%20June%202019%20-%2020190507.pdf 

 

https://www.esc.vic.gov.au/sites/default/files/documents/RPT%20-%20Final%20-%20Victorian%20Energy%20Market%20Report%202017-18%20-%2020190218_0.PDF
https://www.esc.vic.gov.au/sites/default/files/documents/RPT%20-%20Final%20-%20Victorian%20Energy%20Market%20Report%202017-18%20-%2020190218_0.PDF
https://www.esc.vic.gov.au/sites/default/files/documents/energy-retail-code-v13-20190701.pdf
https://www.esc.vic.gov.au/sites/default/files/documents/RPT%20-%20FINAL%20-%20Victorian%20Energy%20Market%20Update%20-%20June%202019%20-%2020190507.pdf
https://www.esc.vic.gov.au/sites/default/files/documents/RPT%20-%20FINAL%20-%20Victorian%20Energy%20Market%20Update%20-%20June%202019%20-%2020190507.pdf
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Customer switching rates 

Customer switching rates provide an indication of how actively customers are participating 

in the retail market.15 In general, switching rates have increased across the NEM, with an 

increase from 3.7% to 6.1% for South Australian electricity customers between June 2017 

and June 2018. Similarly, the gas switching rate has increased from 2.8% to 3.8% 

This is also likely due to competition produced by the entry of three new retailers into the 

South Australian Energy market (Energy Locals, Powerclub and Powershop) and the 

continued growth of Alinta into the residential and small business energy market in the 

State.16 Victoria continues its trend of having high levels of customer switching for both 

electricity and gas.

 

                                                      
15 Caution should be applied when drawing conclusions on the effectiveness of competition in a particular 

market (e.g. if customer satisfaction is high, there may be little incentive to switch). 

16 AER, Annual report on compliance and performance of the retail energy market 2017-18, December 2018, 

https://www.aer.gov.au/retail-markets/performance-reporting/annual-report-on-compliance-and-
performance-of-the-retail-energy-market-2017-18m, p. 34; AEMC, 2019 Retail energy competition review, 
June 2019, https://2019.aemc.gov.au/11640/1561524254-19-11827-2019-aemc-retail-energy-competition-
review-final-report.pdf 

https://www.aer.gov.au/retail-markets/performance-reporting/annual-report-on-compliance-and-performance-of-the-retail-energy-market-2017-18m
https://www.aer.gov.au/retail-markets/performance-reporting/annual-report-on-compliance-and-performance-of-the-retail-energy-market-2017-18m
https://2019.aemc.gov.au/11640/1561524254-19-11827-2019-aemc-retail-energy-competition-review-final-report.pdf
https://2019.aemc.gov.au/11640/1561524254-19-11827-2019-aemc-retail-energy-competition-review-final-report.pdf
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Figure 8: Electricity customer switch rate by jurisdiction, 2015 – 2018 

 
Figure 9: Gas customer switch rate by jurisdiction, 2015 - 2018 

Source: AER, 2018 
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Consumer Sentiments 

Energy Consumer Australia (ECA) conducts a biannual consumer sentiment survey to gauge 

the attitudes of residential and small business energy consumers in Australia. Overall 

consumer confidence in South Australia has improved to 71%, up 8% from June 2018. 17   

Table 3: Residential and small business consumer satisfaction, June 2019 

Electricity Percentage 

satisfied 

Change from 

June 2018 

Overall satisfaction 71% +8% 

Overall value for money 46% +8% 

Customer service 61% +8% 

Billing and account options 70% +5% 

Reliability 65% +5% 

Fault resolution 68% +12% 

Gas   

Overall value for money 59% +6% 

Customer service 67% +8% 

Billing and account options 72% +5% 

Reliability 81% -2% 

Source: ECA, 2019 

Table 4: Residential and small business consumer confidence, June 2019 

Electricity Percentage 

satisfied 

Change from 

June 2018 

Personal ability to make choices about energy products and 

services 

67% +8% 

Enough easily understood information is available 51% +8% 

Tools and assistance you need to manage energy use 48% +8% 

Ability to get problems resolved 62% +5% 

Overall market working in your long-term interest 29% +5% 

Source: ECA, 2019 

                                                      
17 https://energyconsumersaustralia.com.au/wp-content/uploads/Energy-Consumer-Sentiment-Survey-

Report-June-2019.pdf 

https://energyconsumersaustralia.com.au/wp-content/uploads/Energy-Consumer-Sentiment-Survey-Report-June-2019.pdf
https://energyconsumersaustralia.com.au/wp-content/uploads/Energy-Consumer-Sentiment-Survey-Report-June-2019.pdf
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Key Issues 

The following section outlines key issues which relate to bill impacts for South Australian 

electricity consumers.  

Hybrid Concession Model 

Background 

The ACCC’s Retail Electricity Pricing Inquiry, released in June 2018, contained key 

recommendations around energy concession reform, specifically that: 

“COAG should improve concession schemes across the NEM to ensure that, to the 

extent possible, there is a uniform, national approach to electricity concessions. 

Concession schemes should:  

 be means tested to ensure that they are targeted at those most in need; 

 include a fixed dollar amount to offset daily supply charges and a percentage 

discount to offset variable usage charges; 

 Only require consumers to reapply for concessions where this is necessary for 

the administration of the concession scheme.”18 

SACOSS commissioned Alviss Consulting to understand the impact of the ACCC’s second 

recommendation (the ‘hybrid’ concession model) on South Australian households, and how 

these compare to current concession arrangements. 

 

Key findings 

There are a number of considerations to take into account when designing a hybrid 

concession model as recommended by the ACCC, including: 

 Where the fixed dollar amount supply charge concession should be set;  

 Where the percentage of the usage concession should be set so households are not 

worse off compared to the current model; 

 The impact across different tariff types (e.g. flat single rate, two-rate with controlled 

load, and demand tariffs)  

For example, setting the fixed supply charge concession at 10% of the current concession19 

($223) equals an annual fixed supply charge concession of $22.30 while a 70% fixed supply 

charge concession equals $156.10 per annum. 

  

                                                      
18

ACCC, Retail Electricity Pricing Inquiry—Final Report, June 2018, p. xxiii 

https://www.accc.gov.au/system/files/Retail%20Electricity%20Pricing%20Inquiry%E2%80%94Final%20Report
%20June%202018_Exec%20summary.pdf 

19
 Note: modelling was done on the energy concession value as at 2018/19 

https://www.accc.gov.au/system/files/Retail%20Electricity%20Pricing%20Inquiry%E2%80%94Final%20Report%20June%202018_Exec%20summary.pdf
https://www.accc.gov.au/system/files/Retail%20Electricity%20Pricing%20Inquiry%E2%80%94Final%20Report%20June%202018_Exec%20summary.pdf
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The study found that: 

 Compared to the current flat concession model, a hybrid concession model will 

typically deliver a lower unit charge20 for high consumption households and a higher 

unit charge for low consumption households. 

  A medium consumption household (6,000kWh/annum, single rate) that obtains a 

usage discount of between 3% and 9% (depending on the supply charge/usage 

charge concession split) would receive concession amounts similar to the current 

levels. For this consumption level, the fixed supply charge concession could be 

between 10% ($44.60) and 70% ($156.11) of the current energy concession. 

 For very low consumption households (2,000kWh/annum, single rate), however, the 

fixed supply charge concession would need to be at least 40% of the current energy 

concession (i.e. $89.20) and require a usage concession of at least 18% in order for 

households not to be worse off. 

 For very high consumption households (10,000kWh/annum, single rate), on the 

other hand, the fixed supply charge concession can be anywhere between 10% 

($44.60) and 90% (i.e. $200.71) of the current energy concession as long as the 

usage concession is 6% or more. If the fixed supply charge concession is low (e.g. 

10%), however, a usage concession of more than 6% would result in a concession 

significantly greater than the status quo. 

 If 50% to 60 % of the current concession amount ($223) is allocated to the fixed 

supply charge concession and households received between 9% and 11% off usage 

charges, low consumption households would be slightly worse off as their annual 

concession amount would be between $181 and $219. Medium consumption 

households would be better off, receiving between $325 and $394 per annum. High 

consumption households would be significantly better off as their annual concession 

amount would be between $471 and $574.   

 

SACOSS remains committed to the reform of the concession framework, and this report will 

provide useful input to any review of concessions, noting that the Alviss report only 

modelled the Hybrid Model, not a full percentage-based concession. SACOSS remains open 

to discussions of all these options.

                                                      
20 Defined as Total charges ($) / Total usage (kWh) = Effective unit charge (c/kWh) 
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The Home Battery Scheme: Cost, Benefits, Barriers and Opportunities for the 

SA Households  

Background 

The South Australian Government has introduced a Home Battery Scheme (HBS) where 

40,000 SA households can access subsidies and loans to install home battery systems. The 

subsidy is calculated on the capacity (kWh) of the battery installed and capped at a 

maximum subsidy of $6,000. Concession card holders will receive a higher subsidy 

compared to non-concession card holders ($600/kWh instead of $500/kWh). So for 

example, a battery with 5kWh of storage could receive a $2500 subsidy or $3000 for energy 

concession holders. The subsidy cannot be used for the solar component of a solar-battery 

system, however, there are already around 222,000 small to medium scale solar systems 

installed in South Australia. 

SACOSS engaged Alviss Consulting to undertake analysis of the HBS to: 

 Assess the availability and quality of information available to households interested 

in the scheme; 

 Analyse what the costs and benefits from investing in a battery system under this 

scheme would be; and 

 Explore potential barriers to benefit optimisation and/or increased costs as well as 

opportunities to enhance outcomes.  

 

Key findings 

 The analysis shows that the business case for installing a home battery system under 

the SA Home Battery Scheme is weak for many households; 

 Low consumption households21 with smaller solar systems installed should be 

particularly careful in assessing whether a battery would be beneficial to them 

(payback period between 14.3 and 29.4 years / annual savings between $300 and 

$403), especially considering that the typically battery life span is approx. 11 to 12 

years;  

 The greatest benefit was observed for high consumption households22 that already 

have a 10kW solar system installed (payback period between 9.4 and 12.5 years / 

annual savings between $190 and $961); 

 The modelling suggests that access to the higher subsidy for concession card holders 

does not necessarily mean that the batteries will pay for themselves through lower 

electricity bills;  

                                                      
21 Using 3,000kWh per annum 

22 Using 9,000kWh per annum 
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 As the upfront cost is substantial, people on low and fixed incomes should be extra 

cautious when assessing whether a home battery storage system is the right product 

for them; 

 Future energy prices (including feed-in-tariffs) will be an important factor in 

determining whether households benefit from installing batteries under the scheme. 

If it becomes more expensive to import electricity from the grid and less beneficial to 

export solar generated electricity back to the grid, more scheme participants will find 

that the take up of the subsidy was worthwhile financially. 

 

Recommendations 

The report suggests that the South Australian Government considers: 

 Developing a self-assessment tool housed on the Home Battery Scheme’s website 

that allows households to undertake a fairly detailed cost-benefit analysis of 

installing a home battery system under the scheme; 

 Adopting the ‘New Energy Tech Consumer Code’ once endorsed by the ACCC to 

ensure that consumers participating in the Home Battery Scheme have adequate 

consumer protections  

 Appropriately targeting the Home Battery Scheme towards households most likely to 

benefit, to reduce the risk of consumers installing battery systems that are not fit for 

purpose and/or not economically viable.  

SACOSS further recommends exploring whether or not it is possible to substantially increase 

the benefit that might be available through the installation of isolated batteries in 

households by obliging the owners to connect via a virtual power plant so the combined 

power of the storage can be used more beneficially for the good of the whole community.  

 

 


