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1 Changes to our Tariff Structure Statement 

Following the publication of the draft decision, the Australian Energy Regulator (AER) 
indicated that it would prefer: 

• a Tariff Structure Statement that addresses the requirements of clause 6.18.1A of the 
National Electricity Rules; 

• a separate document that provides background on the development of the proposed 
tariffs and explains why the proposal complies with the Rules requirements. 

In our initial Tariff Structure Statement, we combined in a single document the information 
requirements by the Rules with the background and compliance explanatory material.  In 
accordance with the AER’s preferred approach, this document is the ‘Tariff Structure 
Statement – Formal Statement’. A separate ‘Tariff Structure Statement – Background and 
Explanation’will be submitted alongside this document.   
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2 Tariff Strategy 

In line with the network pricing principles set out in clause 6.18.5 of the National Electricity 
Rules (Rules), our overarching Tariff Strategy is to move towards more cost reflective pricing 
and network tariff structures that enable customers to:  

• recognise and pay for the value the network provides to them; and   

• make more informed decisions regarding their electricity usage, including through 
investments in embedded generation, storage, control technology and electric 
vehicles.   

The changes to network tariffs over the coming regulatory periods are three-fold: 

1. remove the discounts that exist in some of our network tariffs to reduce the level of 
cross-subsidies between tariffs and within classes of customers (e.g. heating and hot 
water specific tariffs1); 

2. rebalance the service and variable components of most existing network tariffs by 
increasing the emphasis on the service charges and reducing the extent to which 
variable consumption based charges are used to recover the cost of providing 
network services; and 

3. introduce new time of use demand based network tariffs, which residential and low 
voltage business customers can opt into via their electricity retailer. 

We provide further details on each of these developments in sections 2.1 to 2.3 below.  We 
propose to commence these changes during the forthcoming two-year regulatory period 
(1 July 2017 to 30 June 2019), taking incremental steps across the two subsequent five-year 
regulatory periods to achieve full cost reflectivity by July 2029.   

For most customers the transition phase will involve small changes while we continue to 
pursue our strategy of sustainable and predictable pricing.  Our aim is to promote a customer 
led shift to time of use demand based network tariffs, while transitioning tariffs to reflect 
total efficient costs, thereby removing cross-subsidies between existing network tariffs and 
between classes of customers.   

Over the next two years we aim to improve the quality of information available to support 
future network tariff strategies, and ensure new tariffs enable customers to manage their 
own costs by changing their behaviour, while ensuring fair recovery of the costs of providing 
network services.  These outcomes will only be achieved where the incentives for customers 
to change the way they use the network are aligned with the efficient utilisation of network 
assets.  

2.1 Removing cross subsidies between classes of customers 

A number of TasNetworks’ specific network tariffs include a discount compared to the 
general tariff applied to that class of customer.  These discounted network tariffs are:  

                                                           
1 Uncontrolled Low Voltage Heating network tariff (TAS41) 
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• Business Low Voltage Nursing Homes network tariff (TAS342);  

• General Network – Business Curtilage network tariff (TASCURT3); and 

• Uncontrolled Low Voltage Heating network tariff (TAS41).  

These discounts are the result of historical policy settings, which are no longer relevant or 
compliant with the current regulatory requirements.  We plan to align these network tariffs 
with the general network tariffs applied to other customers in the same class.  Given there is 
no distinguishable difference between the customers on these specific network tariffs and 
the general network tariffs, maintaining these discounts results in the customers on these 
network tariffs being cross subsidised by other similar customers.  

The aim of the realignment is for each component of these specific networks tariffs to 
achieve parity with the general network tariffs that apply to other customers in the same 
class.  To achieve this, we will make adjustments to each tariff component until the alignment 
is complete.  There will be no sudden abolition of these discounted tariffs.  The realignment 
approach for each tariff is described below: 

• The Business Low Voltage Nursing Homes network tariff (TAS34) will be aligned with 
the Business Low Voltage General tariff (TAS22).  The service charge and the first 
consumption band are already aligned with the alignment of the remaining 
consumption band to occur over the next four to five years.  

• The Business Curtilage network tariff (TASCURT) will also be aligned to the Business 
Low Voltage General tariff (TAS22).  This process has already commenced with the 
discount reduced each year since 2008.  We expect the service charge component 
of the network tariff to be aligned by 2019-20.  The consumption component is 
already aligned. 

• The Uncontrolled Low Voltage Heating network tariff (TAS41) currently provides 
customers with a significantly discounted network energy rate for hard-wired 
heating and hot water.  We have started to gradually rebalance the price of this 
discounted network tariff with the Residential Low Voltage General (TAS31) network 
tariff.  

We aim for discounted network tariffs to be completely realigned by the end of the 
1 July 2024 to 30 June 2029 regulatory period.  However, we will seek to rebalance the 
network tariffs more quickly where revenue determinations and price impacts allow. 

                                                           
2  TAS34 is no longer available to new customers  

3  TASCURT is no longer available to new customers  
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2.2 Rebalancing the service and variable tariff parameters  

The overall aim of this rebalancing is to structure each element of our network tariffs so that 
we provide our customers with appropriate signals about how their usage impacts network 
costs, and that overall revenues recover our forecast efficient costs.  The main driver of 
network cost is customer demand at peak times.  Where our network tariffs include a time of 
use demand based charge, the revenue to be recovered from the peak demand based charge 
is set equal to or approaching the long run marginal cost.  This provides a clear signal to 
customers about the impact of their usage on future costs.  

When considering the recovery of revenue between service and consumption based charges, 
our strategy is to increase the proportion of revenue to be recovered through service charges 
and reduce the revenue to be recovered through consumption charges.  This rebalancing 
better reflects our cost structure, which is largely fixed.  Over the next two years4, 
TasNetworks will increase the service charges by five per cent.  

The movement in tariffs and tariff components will be reviewed over the next two years as 
part of the distribution revenue determination, and re-analysed in the light of the additional 
information and experience with the new time of use demand based tariffs. 

2.3 Introducing new time of use demand based time of use network tariffs 

The third and perhaps most critical component of our proposed changes is the introduction 
of time of use demand based time of use tariffs for residential and low voltage business 
customers.  

Technological and customer driven changes in the electricity market - such as the widespread 
uptake of solar panels - have highlighted the deficiencies in our current consumption based 
network tariffs, which do not reflect the cost drivers of our business.  Our view is that time of 
use demand based network tariffs are the best network tariff structure for the future.  They 
better reflect the costs of providing network services and the drivers of those costs.  We also 
believe these tariffs send price signals to customers that will enable them to benefit from 
changing their behaviour in a way that may defer or negate the need for the provision of 
additional network capacity.  

From 1 July 2017, we will introduce new time of use demand based time of use network 
tariffs for residential and low voltage business customers.  These network tariffs will be 
available on an opt-in basis through electricity retailers.   

                                                           
4 2017-18 and 2018-19 





Page 10 of 58 

 

Over the forthcoming regulatory period we intend to review the customer impact and 
volatility/sufficiency of revenue resulting from the new tariffs and charging structures.  An 
important part of our ongoing review of network tariffs and continuing on our tariff reform 
journey is our customer consultation.  We will continue to work with our Pricing Reform 
Working Group and other stakeholders to test and refine our network tariff strategy.  This 
information will help inform whether our tariff structures should be enhanced or extended to 
a menu-style offering. 

2.4 Advanced Meters 

The changes to the regulatory framework for metering from 1 December 2017 are the result 
of a national review by the Australian Energy Market Commission.  They are intended to 
facilitate the introduction of advanced metering and expand competition in the provision of 
metering and related services to all customers.  To that end, the changes lay the foundation 
for a market led and consumer driven approach to the deployment of advanced meters by 
opening up to competition the provision of meters to residential and small business 
customers. 

As advanced meters become commonplace in the market, customers may look to demand 
based tariffs to maximise the potential benefits of this technology.  It should be noted, in 
particular, that customers will require an advanced meter if opting for a time of use demand 
based tariff.  Advanced meters also have potential benefits for the operation of our network, 
such as remote disconnection and re-connection services, and we will be undertaking further 
analysis to identify how best to realise those benefits. 

Our longer term plans for implementation of more cost reflective tariffs have regard to these 
developments.  We recognise that advanced meters can support the introduction of more 
cost reflective pricing, as they will support the provision of better customer and network 
information, including information about customers’ demand and their responsiveness to 
network pricing signals.   

We also undertaking a network tariff trial, underpinned by advanced meters, to support our 
tariff strategy development and implementation.  During the trial we will engage with 
customers, roll out advanced meters and collect data.  Advanced meters will be located near 
the existing meter, and will act as ‘off market’ devices.  

Data will be captured from 600 residential customers over a 24-month period.  Participants 
will be provided with a web-based interface (or app) displaying their household consumption 
and demand.  The data will allow us to analyse customer responsiveness to price signals, and 
to assess the impact of the new time of use demand based charges.  This information will 
enable the refinement of our time of use demand based time of use network tariffs, and 
facilitate the potential introduction of alternative solutions.  The trial will also enable us to 
test and establish the most effective methods to support customers and retailers.  
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2.5 Billing periods 

TasNetworks will offer monthly billing for the new time of use demand based charges from 
1 July 2017. 

We will continue to investigate the functionality of our current systems, and the 
opportunities provided by new technology solutions to support more efficient tariffs and 
extend monthly billing when it is appropriate to do so.  We expect to have conducted a more 
thorough options assessment prior to the commencement of the next regulatory period. 
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3 Tariff classes, structures and charging parameters for standard 
control services 

3.1 What are standard control services?  

Standard control services are our distribution services that are central to electricity supply 
and therefore relied on by customers.  These services, which comprise the core distribution 
component of an electricity bill, include construction, maintenance and repair of the network, 
customer connection and augmenting the network to support growth and stable operation.  
The annual revenue allowance which applies to standard control services is recovered 
through general network charges (network tariffs). 

3.2 Network tariffs and charging structures  

Figure 2 provides a summary of our residential and small business network tariffs classes (for 
standard control services), as well as the associated network tariffs and tariff components.  
Further detail on our tariffs and customer eligibility is provided in appendix A. 
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Figure 2: Tariff classes, structures and charging parameters
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3.3 Indicative prices for network tariffs 

Indicative prices for network tariffs for 2017-18 and 2018-19 are set out in the Indicative 
Pricing Schedule which provided in appendix B.  
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4 Network Tariff Setting Process  

4.1 Objectives  

Our overall aim is to structure each element of our network tariffs so that we provide our 
customers with appropriate signals about how their usage impacts our costs and so that our 
overall revenues recover our forecast efficient costs.  In this context: 

• Our service charges for each network tariff have been designed to recover the costs that 
arise from the connection and management of each customer.  This sends a signal to 
customers about the value of the network connection, and sets a constant and 
foreseeable price that assists customers in making a decision to connect and remain 
connected to the network.  The service charge can also be used to recover part of the 
shared network costs where those costs are not recovered entirely through demand or 
volume charges. 

• Our volume charges are designed to recover the costs of the shared network on a basis 
which reflects how our customers use the distribution network.  However, over time we 
will be reducing our reliance on consumption based network charges and moving towards 
demand based network charges.  Throughout this transition we will continue to consult 
with our customers and will also provide further detail as part of the annual Pricing 
Proposal process. 

• Our demand and specified demand based network charges are designed to recover the 
costs of the shared network on a basis which reflects how our customers use the 
distribution network.  We are in process transitioning so that our demand based network 
charges are fully reflective of our underpinning long run marginal cost estimates. 

4.2 Methodology 

Our network tariffs each year are based on target network tariff parameters and forecast 
customer numbers, consumption and demand related to each network tariff. 

We determine the target network tariff parameters 
by: 

• Estimating the total efficient cost ($) for each 
network tariff; 

• Estimating the long run marginal cost ($/kVA or 
$/kW) for each network tariff, and determining 
the required long run marginal cost revenues 
($)for each network tariff; 

• Calculating the residual costs ($), this being the difference between the total efficient cost 
and long run marginal cost revenues for each network tariff; and 
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• Allocating the residual costs in a manner which seeks to minimise distortions to the long 
run marginal cost signals.  Residual costs are allocated between the service charge ($) and 
variable charge/s ($).  Allocation is dependent on the characteristics of the network tariff.  
In terms of the time of use demand based tariffs the majority of the residual costs are 
recovered via the service charge and the off-peak demand charges. 

Our target tariff parameters are to meet full cost reflectivity and the National Electricity Rules 
requirement that tariffs be based on long run marginal cost and total efficient costs.  Not all 
our tariffs currently meet these target parameters and are being transitioned to full cost 
reflectivity over time in order to avoid price shocks for our customers.  Each year we aim to 
transition target tariff parameters for each tariff closer to requirements than for the previous 
year. 

The check and balances that we apply in this process include: 

• That overall forecast revenue, when summed across the network tariff classes, is no more 
than the revenue allowance approved by the Australian Energy Regulator after allowing 
for any under-or over-recoveries in prior years, adjustments for actual inflation and pass-
throughs, such as the electrical safety levy and national energy market level; 

• The annual percentage changes in the individual tariffs are within the side constraints 
approved by the Australian Energy Regulator; 

• The revenue for each tariff class lies between the stand alone and avoidable costs for that 
tariff class; 

• The revenue for each tariff is at, or moving towards, recovery of the total efficient cost for 
that tariff; and 

• Where applicable the demand component of the tariff is at, or moving towards, recovery 
of the long run marginal cost for that tariff. 

4.3 Long run marginal cost 

It is a requirement that each of our tariffs must be based on the long run marginal cost of 
providing our service. Long run marginal cost provides a measure of how our operating and 
capital expenditure will change (in the long-run) in response to incremental changes in 
demand. The predominant driver of our network costs is meeting maximum demand, setting 
network tariffs in particular, based on long run marginal cost will provide our customers with 
a cost reflective signal that encourages efficient electricity usage. 

We base our long run marginal cost on the average incremental cost method. This approach 
utilises information that is currently available for the revenue determination and planning 
processes (our calculations are underpinned by the same program of work as discussed in our 
regulatory proposal). The approach is also consistent with the approach being adopted by 
other distribution networks, as it is generally considered to be well suited to situations where 
there is a fairly consistent profile of investment over time to service growth in demand.  
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4.4 Annual Pricing Proposal 

We are required to submit an annual Pricing Proposal to the Australian Energy Regulator (for 
its approval) detailing a range of prescribed information on our tariffs and tariff classes.   

Our Pricing Proposals for the 2017-19 regulatory period will include: 

• Initial Pricing Proposal 2017-18, which we will submit to the Australian Energy Regulator 
for approval, 15 business days after the Australian Energy Regulator publishes its 
distribution determination in April 2017; and 

• Annual Pricing Proposal 2018-19, which we will submit to the Australian Energy Regulator 
for approval, three months before the commencement of the 2018-19 regulatory year. 

Our Pricing Proposals will comply with our Tariff Structure Statement.  We will aim to set each 
network tariff to be broadly consistent with the corresponding indicative pricing levels for 
that tariff as set out in our Indicative Pricing Schedule.  Our Pricing Proposals will demonstrate 
how each proposed tariff is consistent with the Indicative Pricing Schedule, or explain any 
material differences. 
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5 Assignment to network tariff classes 

The following sections set out the policies and procedures that we adhere to in assigning 
customers to tariff classes for both standard control and alternative control services. 

5.1 Assignment of existing customers to tariff classes 

A customer will be taken to be assigned to the tariff class to which we were charging that 
customer immediately prior to 1 July 2017 if they: 

• were our customer prior to 1 July 2017; and 

• continue to be our customer as at 1 July 2017. 

5.2 Assignment of new customers to a tariff class  

If we become aware that a person will become our customer, then we determine the tariff 
class to which the new customer will be assigned by taking into account one or more of the 
following factors: 

• the nature and extent of the customer’s usage; 

• the nature of the customer’s connection to the network; and 

• whether remotely read interval metering or other similar metering technology has been 
installed at the customer's premises as a result of a regulatory obligation or requirement. 

In addition to the above requirements, when assigning a customer to a tariff class we ensure 
that: 

• customers with similar connection and usage profiles are treated equally; and 

• customers which have micro embedded generation facilities are not treated more or less 
favourably than customers with similar load profiles without such facilities. 

5.3 Reassignment of existing customers to another tariff class 

We may reassign a customer to another tariff class if the existing customer’s load 
characteristics or connection characteristics (or both) change such that it is no longer 
appropriate for that customer to be assigned to their current tariff class.  Should a customer 
no longer have the same, or materially similar, load or connection characteristics as other 
customers in the customer‘s existing tariff class, we may also reassign that customer to 
another tariff class. 

In some cases, a tariff class will be abolished in which case we will notify the customer of this 
and transition to new tariff classes. 
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5.4 Options to proposed assignments and reassignments 

We will notify customers in writing of the tariff class to which they have been assigned or 
reassigned, prior to the assignment or reassignment occurring.  Any notification will inform 
the customer that they may request further information from us and that they may object to 
the proposed assignment or reassignment.  To that end, the notice will: 

• include a copy of our internal procedures for reviewing objections and the link to where 
such information is available on our website; 

• inform the customer that if an objection is not resolved to their satisfaction then they are 
entitled to escalate the matter to the Energy Ombudsman Tasmania; and 

• advise the customer that if their objection is not resolved to their satisfaction after 
escalating the matter to the Energy Ombudsman Tasmania, then they are entitled to seek 
a decision by the Australian Energy Regulator via the dispute resolution process available 
under Part 10 of the National Electricity Law. 

If we receive a request for further information about a tariff assignment or reassignment 
from a customer, then we will provide such information unless we consider the requested 
information is confidential. 

If a customer makes an objection to us about a proposed tariff assignment or reassignment, 
we will conduct a reassessment of the customer’s circumstances against the criteria used to 
assign customers to a tariff class (see above), and notify the customer in writing of our 
decision and the reasons for that decision. 

5.5 System of assessment and review of the basis on which a customer is 
charged 

We have a system of assessment and review of the basis on which a customer is charged, if 
the charging parameters for a particular tariff result in a basis of charge that varies according 
to the usage or load profile of the customer.  We consider that the basis of charge may vary 
according to usage or load profile where: 

• a change in the usage or load profile of a customer indicates that a different tariff is 
applicable; or  

• within a tariff, the charging parameter changes according to the customer’s usage. 

We review the assignment of customers to our tariff classes as part of the annual process of 
developing tariffs for Australian Energy Regulator approval.  We have set procedures and 
criteria to determine when it may be appropriate for a customer to be reassigned to a 
differing tariff or tariff class, or where the basis of the customer’s demand charges should be 
amended.  This change is usually the result of changes in the customer’s energy consumption, 
expected maximum demand or connection characteristics.  These procedures ensure the 
customer’s underlying tariff is appropriate to the assumed usage or load profile. 
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In addition to this annual review process, customers (or a customer’s retailer) are able to 
request that we review and change a network tariff in the event of variation to the 
customer’s usage or load profile.  Provided we agree to a change in tariff, this change can 
take effect during a regulatory year.  We use the procedures and criteria discussed above to 
determine if it is appropriate to change the network tariff assigned to a customer. 

The charging parameters within our tariffs do not alter as the customer’s usage or load profile 
varies.  Should a customer’s usage or load profile vary, the customer may either manage their 
usage in response to the price signals inherent in the tariff, or request to be reassigned to an 
alternative tariff where applicable. 

This provides an effective system for assessing and reviewing the basis on which a customer is 
charged. 

5.6 Assignment process  

The assignment processes are discussed in more detail in the Network Tariff Application and 
Price Guide; Metering Services Application and Price Guide; Public Lighting Application and 
Price Guide; and Ancillary Services Application and Price Guide.   

These guides are updated annually to reflect any changes to our network tariffs and charges 
approved by the Australian Energy Regulator through the annual Pricing Proposal process, 
and are available on our website at: 

http://www.tasnetworks.com.au/our-network/network-revenue-pricing/distribution-fees-
and-tariffs 
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• the provision, maintenance and replacement of our public lighting poles. 

Public lighting services exclude: 

• the alteration and relocation of public lighting assets, which are provided on an ancillary 
service basis (quoted service); 

• the installation of contract lights, which is undertaken as an ancillary service (quoted 
service) and is, therefore, categorised as an ancillary service (quoted service); and 

• the provision of new public lighting technologies, which will be classified as a negotiated 
distribution service. 

The provision of public lighting services will be categorised according to the type of light that 
is provided and whether that light is owned by us.   

Those lights that are owned by us are referred to as public lights, while those lights that are 
owned by the customer, are referred to as contract lights. 

The public lighting services we are proposing to offer our customers and indicative charges 
are set out in the Indicative Pricing Schedule in appendix B. 

6.3.3 Ancillary Services – Fee based services Overview 

Fee based services are those services we provide where the service is, in general, provided for 
the benefit of a single customer rather than uniformly supplied to customers.  These services 
are provided upon request and are typically initiated by way of a service request received 
from a retailer. 

Examples of the services we provide as Fee based services include, but are not limited to: 

• energisation; 

• de-energisation; 

• re-energisation; 

• meter alteration; 

• meter testing; 

• basic connections (from 1 July 2017); 

• supply abolishment – removal of meters and service connection; 

• renewable energy connection; and 

• other miscellaneous services. 

These services are largely homogenous in nature, meaning that a fixed fee can be set in 
advance with reasonable certainty.  That is, the cost inputs involved in providing these 
services do not involve significant variations between customers. 

The fee based services we are proposing to offer our customers and indicative charges are set 
out in the Indicative Pricing Schedule in appendix B. 
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This means prices move from year to year by indexing the previous year’s component prices 
with reference to CPI. 

6.4.2 Indicative prices for quoted services 

The labour rates used in determining quoted services are set out in the Indicative Pricing 
Schedule in appendix B.  The labour rates and the formula application of quoted services are 
the only element that is regulated, other costs are passed through to customers at cost, and a 
margin is added to the total cost of the service delivery. 

This approach has been taken as we are unable to provide a full range of indicative prices for 
quoted services, as by their nature these services are dependent on a customer’s specific 
requirements and cost inputs may vary significantly.  It is not possible, therefore, to set a 
generic total fixed fee in advance for these services. 
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7 Further information  

7.1 Supporting Documents 

We have published a ‘Tariff Structure Statement – Background and Explanation’, which 
provides detailed information on the development of this Tariff Structure Statement and how 
it complies with the Rules requirements, including the pricing principles. 

We have also published a number of information and consultation documents as part of the 
development of the Tariff Structure Statement.  These documents, which are available on our 
website, include: 

• Improving the way we price our services (March 2015) 

• Directions and Priorities Consultation Paper (August 2015) 

• Demand based network tariffs – offering a new choice (September 2015) 

• Improving the way we price our network services (October 2015) 

7.2 Indicative Pricing Schedule 

This Tariff Structure Statement is accompanied by our Indicative Pricing Schedule in 
appendix B, which sets out indicative price levels for each tariff for 1 July 2017 to 30 June 
2019.  The indicative price levels have been determined in accordance with this Tariff 
Structure Statement.  

The Indicative Pricing Schedule is revised and submitted with the Pricing Proposal each year. 

7.3 Applications and Price Guides 

Each Pricing Proposal is supported by a range of guides designed to assist external parties, 
particularly customers and retailers, to understand the development and application of 
charges for the services we provide.  Specifically our annual Pricing Proposals are supported 
by the following: 

• Network Tariff Application and Price Guide; 

• Metering Services Application and Price Guide; 

• Public Lighting Application and Price Guide; and 

• Ancillary Services Application and Price Guide. 

The guides are updated annually to reflect any changes to our tariffs, including changes to our 
processes for assigning customers to tariffs 
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7.4 Contact details 

If you are uncertain about the network pricing process or the pricing arrangements that may 
be applicable to your particular circumstances you are encouraged to contact us at: 

Leader Regulation 
PO Box 60, 
Moonah TAS 7009 
E-mail: revenue.reset@tasnetworks.com.au 


























































