
 

 

      

 

17 December 2014 

  

 

Committee Secretary 

Senate Standing Committee on  

Environment and Communications 

PO Box 6100 

Parliament House 

Canberra ACT 2600 

Phone: 02 6277 3526 

ec.sen@aph.gov.au 

 

 

Dear Committee Secretary 

 

Re: Senate Inquiry: Performance and management of 

Electricity network companies Impact of high electricity 
 

The Bundaberg Regional Irrigators Group (BRIG) was established to represent irrigators in 

the Bundaberg district across a range of commodity groups including sugar cane, grain and 

horticulture. We are a member of the National Irrigators Council (NIC) and endorse 

proposals and submissions raised by the NIC 

 

Firstly we would like to congratulate the Leader of the Australian Greens (Senator Milne) for 

sponsoring the Senate Inquiry into Gold Plating and Electricity Network Price Hikes. We 

welcome the opportunity to contribute and we wish to remain involved with the process into 

the future. 

 

BRIG members farm on approximately 36,000 hectares and use an estimated 1,100 irrigation 

pumps and associated distribution systems to irrigate a variety of crops in the Bundaberg 

Regional Council area. A significant percentage of these systems (circa 90%) are powered by 

electricity.  

 

Rapidly rising electricity prices are having a severe impact on the costs faced by our 

members and irrigated agriculture in general.   

 

It is clear that the electricity price increases are adding significantly to the cost of irrigated 

agriculture, are threatening the sugar industry’s international competitiveness, and are 

destroying demand for electricity.   

 

The higher prices are hastening the change to alternative energy sources, threatening the 

viability of Ergon’s network investments and increasing the risk of electricity assets being 

stranded. 

 

Over the past year, BRIG has worked closely with Queensland Government, The Queensland 

Competition Authority and Ergon to develop a deeper understanding of the issue and to find 

alternative pathways to achieve sustainable electricity prices.   
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Our analysis shows that reducing electricity prices for food and fibre producers will stimulate 

electricity demand, increase network utilisation and deliver improved financial outcomes for 

Ergon and the State Government – while delivering price relief to irrigators. 

 

Electricity networks are natural monopolies.  

 

The network price setting process is deeply flawed.  It is a one sided process that has no 

regard for impact on consumers or the wider economy.  

 

Network owners have worked out how to manipulate the rules to maximise revenue and 

profit. 

 
 

The agreement that lead to the creation of the Australian Energy Regulator (AER) and 

Australian Energy Market Commission (AEMC) was negotiated in 2003, formalized in 2004 

and AER formally came into existence in 2005. The first AER regulatory decisions took 

effect in 2009.  

 

Since 2009 we have recorded the world’s highest increases in electricity 

places. 

 
We are now paying 107 per cent more than we were in 2009 (CPI increase over this period 

was 13.9 per cent) for exactly the same service and level of reliability. 

 

The following table illustrates the “back of an envelope figures for a family owned and 

operated farm in Bundaberg. 

 

 

 

 

 

 



 

 

 

  2007/08  2013/14  

Price of cane/tonne  $32.00  $37.00  

 Harvesting  7.00  7.50  

 Fertiliser  4.00  6.00  

 Chemical  2.00  2.00  

 Rates  0.50  1.00  

 Fuel & Oil  2.00  2.00  

 Irrigation Electricity  3.80  9.00  

 Repairs and Maintenance  3.00  3.00  

 Planting  3.00  3.50  

 Capital reinvestment  3.00  2.50 

 Balance to live off  3.70  0.50  

 

 
 
It is very clear that ERGON is capturing all efficiencies that the farm is achieving and most 

of the profit.  

 

For a business that has very high fixed costs there has been little interest from ERGON in 

stimulating consumption as a means of maintaining revenue while reducing prices.  This is 

another adverse outcome of rules that guarantee revenue regardless of consumption.  

 

While consumers and the wider economy are enduring severe pain, networks are making 

record profits.  Network businesses are the most profitable asset class on the ASX 200.  

 



This profit gouging has a huge impact on 

irrigated farmers, many of whom are being 

forced to switch off the pumps because they 

can’t afford the electricity cost to run those 

pumps. 

 

Irrigators are a cornered demographic and in 

most instances do not have the opportunity to 

go off grid. In that characteristic they are not 

dissimilar to the domestic user who does not 

have the resources to install solar alternatives. 

 

Many irrigators in Bundaberg are still paying 

last year’s bills.  If this wasn’t enough to deal 

with, irrigators in Queensland are battling false 

claims by Queensland Competition Authority 

(QCA) and Ergon that they are being supplied 

well below cost.  

 

An independent expert commissioned by 

CANEGROWERS and the Australian Sugar 

Milling Council (ASMC) found that: 

 

 Claims that irrigators are being 

supplied at well below cost are false 

 Claims that irrigators are being 

subsidised are false 

 Per connection Ergon is the most 

profitable of all Government owned 

electricity providers 

 CANEGROWERS has offered 

economically well founded solutions 

which do not impact other consumers 

 

Agriculture is one of the four pillars supporting 

Queensland’s economy and electricity is a 

large factor in farm profitability. 

 

We are in danger of having dams full of water 

and no one able to afford to draw on them. 

 

Ergon is reported to have spent $ 6 million 

hiring consultants and experts to justify their 

case to the AER. 

 

Optimisation of Ergons profitability is not in 

the interests of Queensland’s electricity 

consumers. 



 

WHAT CAN THIS INQUIRY DO TO ASSIST 

 Limit weighted average cost of capital to a ceiling of 6% 

A WACC of 6 would allow N (network) to be cut between 20% and 30% for 

everyone. (Not just irrigators) 

 

 Seek approval of a rule by the AEMC that would enable irrigators, and all farmers, 

who are large users of electricity, to be a separately classified class of customer 

alongside business and households. 

  

 As members of the National Irrigators’ Council, we support a package of measures 

designed to improve energy productivity in Australian irrigated agriculture. The 

measures represent reform of network charging that would deliver in the order of a 

30% reduction in electricity prices and include: 

 Implementation of volume based food and fibre tariffs, reflecting agricultural 

power use patterns on the network in terms of base load and off-peak use and 

including worthwhile time-of-use incentives for agricultural businesses during 

off-peak periods and over weekends; 

 Revaluing the regulated asset base of network businesses to remove the impact 

of historic over investment from the underlying cost base;  

 Promotion of increased competition in the electricity market;  

 Funding for on-farm energy audits and incentives for best practice energy 

efficient measures;  

 Development and implementation of strategies to manage peak demand which 

will help to optimise the efficiency of regional network investment, such as 

incentives for farmers to use less power or to rely more on back-up generators 

and renewable energy during periods of peak demand;  

 Linking capital expenditure (and regulated asset base) to network tariff 

customer classes;  

 

Please call should you require further information or clarification. 

 

Yours sincerely 

 

 

Allan Dingle        Dale Holliss 

Chair        Company Secretary 
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