2 June 2016

Australian Energy Regulator
GPO Box 520
MELBOURNE VIC 3001

Dear Sir/Madam

| write in response to SA Power Networks’ 2017-20 Tariff Structure Statement proposal. With
funding from Energy Consumers Australia, Business SA, in conjunction with the South Australian
Wine Industry Association has undertaken a joint research project to determine how proposed
changes will impact small business. We have investigated a range of sectors with a focus on
energy intensive industries such as wine making. Our attached submission comprehensively
articulates and evidences recommendations to ensure the best outcome for South Australia’s
small business sector and the broader economy. In doing so, we acknowledge the following key
points:

¢ In making its final decision, the AER must consider that business needs access to data
before making informed decisions on whether or not to switch to demand based tariffs.

e A peak demand period for small business from 12pm to between 4pm and 6pm better
reflects that over 70% of small business demand peaks occur during this period.

e Based on the likely cost of smart meters, the proposed tariff structure may not provide
significant enough incentive for businesses consuming below 80 MWh per annum to
transition to cost-reflective tariffs prior to 2020.

¢ Reconsider the automatic assignment trigger to demand tariffs so as to be based on
criteria that are demonstrably linked to peak demand resulting from alterations and
upgrades. Whilst we have a shared belief in reducing network peak demand, the current
trigger proposal presents some risk of creating impediments to small businesses
undertaking otherwise cost and energy effective investments.

e Abroad scale trial of advanced interval metering specifically for small businesses across

a range of industry sectors should be funded by SA Power Networks.

Should you require any further information, please contact Andrew McKenna, Senior Policy
Adviser, on (08) 8300 0000 or andrewm@business-sa.com.

Yours sincerely

e ety

Nigel McBride Brian Smedley
Chief Executive Officer Chief Executive

Business SA South Australian Wine Industry Association
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Executive Summary

Given the impact of electricity costs on South Australian businesses, it is critical that the proposed cost-reflective
tariff reforms outlined in SA Power Networks (SAPN) Tariff Structure Statement 2017-2020 (TSS) do not
unnecessarily impose further costs on SME businesses (consuming less than 160MWh per annum).

Based on findings from our industry consultation, Business SA, in conjunction with the South Australian Wine
Industry Association, makes a range of recommendations related to the following features of the SAPN TSS:

Recommendations

Proposed demand-based tariff structure

1. | Education & capacity building

To overcome the lack of knowledge in understanding the concept of electricity demand (as it relates
to their electricity bills) and opportunities to manage/shift demand, we strongly recommend that SAPN
support Business SA and the South Australian Wine Industry Association (SAWIA) in the implementation
of a formal program of education and capacity-building. This program would be specifically targeted
to SME businesses, and would provide them with the necessary information and tools to help them
understand their existing demand patterns, explore options to manage their peak demand and enable
them to make informed decisions as to which tariff option is best suited to their business. Supporting such
a program would be in SAPN's interests in order to improve the uptake of tariff reforms amongst the
business community and reduce public backlash. This program should commence prior to July 2017 and
run for at least the first 12 months of the transition period (i.e. 2017-18). Where appropriate, the support
of such a program should be formally recognised in SAPN's proposed tariff roll-out strategy.

2. | Installation of smart meters without triggering a transition

Consideration should be given into the possibility of allowing businesses the option of installing an
advanced interval meter, without triggering a transition to a demand-based tariff, and allowing them to
monitor and understand their consumption and demand profile over the period of a year before they
decide whether to opt-in to the fully cost-reflective tariff or transition demand tariff, or remain on the
consumption usage tariff. SAPN or the retailer could automatically put the customer onto the tariff that
works best for their individual needs (given the information gained from the smart meter).

3. | Consideration of an ‘opt-out’ clause

In order to encourage the transition to fully cost-reflective tariffs, SAPN and retailers may wish to consider
the option of offering an ‘opt-out’ clause to provide businesses with the flexibility of trailing the new tariff
structure, in order to determine whether they are better- or worse-off (and if the latter is the case, reverting
back to a usage-based tariff).

Proposed demand Time-Of-Use periods

4. | Review peak demand charging window to better reflect business operations

70% of industry consultation participants indicated their maximum demand period is likely to be between
12 noon and 4 to 6pm. SAPN should consider reviewing the peak demand charging window for business,
to better reflect standard operating hours (illustrated as predominately 8am-5pm) and reduce the potential
for cross-subsidising residential demand. The TSS currently proposes a peak demand window for
business from 12-9pm, which does not seem cost-reflective given that (from SAPN's own analysis)
business demand decreases around 4pm, with the residential demand significantly outweighing business
demand from 4pm onwards. SAPN should review the peak demand window to ensure that businesses
are not cross-subsidising residential demand, and adjust the window to better reflect whether business or
residential is driving demand (e.g. adjust peak demand for business from 12-5pm).
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5. | Communication with businesses at the end of the transition period

Provision should be made for additional consultation and communication towards the end of the transition
period to inform and educate businesses on the tariff changes once on the fully-cost reflective tariff (i.e.
going from one demand charge from 12-9pm across the whole year, to two demand charges — shoulder
and peak — charged at different months of the year and times of the day).

Proposed transition period & assignment triggers

6. | Revise assignment equipment install >25amps

SAPN should consider revising the >25amp assignment trigger threshold for major alterations, in order
to prevent dis-incentivising businesses from investing in business improvements and capital upgrades
that lead to business growth. Ideally the removal of this trigger is the most preferable option, however if
the trigger is retained then it is suggested to limit the assignment trigger to particular types of equipment
that are major contributors of demand (e.g. air-conditioning equipment).

7. | Revise assignment supply alteration trigger

SAPN should consider an option for businesses to undertake a non-mandatory reassignment of upgrading
meters for a predetermined period of time (e.g. 1 year) to allow them to gain an understanding of their
load profile and assess the potential cost impacts from the transition and fully cost-reflective tariffs.

8. | Provide further explanation on the reasoning behind the consumption threshold

It is not clear from the TSS as to why the >40MWh threshold has been selected, particularly given
that the tariff reforms are based around demand, not consumption. SAPN should provide adequate
reasoning as to why this threshold was selected, and to what extent are small energy users (e.g.
those between 40-60MWh) are significant contributors to peak demand, versus larger energy users in
the 40-160MWh consumption range.

9. | SAPNto provide a clear position on what would happen if a business decreases consumption
below 40MWh after being placed on a demand-based tariff

SAPN's analysis states that over 45% of businesses within the 10-40MWh range are worse-off on a
demand-based tariff; businesses are therefore at risk of being worse-off on a demand-based tariff is they
were to remain on such a tariff whilst reducing their energy consumption to below 40MWh per annum
(either through energy efficiency improvements or a decline in business growth/activity).

Accordingly, Business SA is seeking clarification from SAPN on what the process would be if a business
decreased their consumption to below 40MWh after being assigned to a demand-based tariff. This issue
could be overcome by including some form of ‘opt out’ clause if they reduce their consumption to less than
40MWh (and are worse-off under a demand-based tariff).
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10. | Extend the commencement or the duration of the transition period

In the absence of other recommendations listed above (and previous sections) being adopted,
businesses need time to adequately understand their demand profile, identify potential opportunities
to manage/minimise peak demand and action them. Evidence from the majority of businesses that
participated in Business SA’s stakeholder interviews, is that this level of preparation is not possible within
the proposed transition timeframe, given the current lack of information in the market on these reforms
and any kind of incentives or packages offered by retailers to install advanced interval meters. SAPN
may wish to consider revising the commencement date or duration of the transition period; coupled with
the education/capacity-building program suggested in earlier recommendations, this may improve the
ability of businesses to respond to the tariff reforms, and hence support SAPN's proposed adoption rates
under the TSS.

Metering requirements

11. | Reschedule transition period to align with retailer timeframes

The TSS states that a retailer-led roll-out of advanced interval meter installations will be sufficient to
increase uptake in South Australia, however this roll-out may not come into effect until December 2017
i.e. six months into the transition period, which further delays and hinders the ability for SME businesses
to evaluate and respond to the proposed demand-based tariffs. SAPN should consider postponing the
commencement date of the transition period (e.g. to December 2017 or July 2018) to align with the meter
roll-out timeframes proposed for retailers.

12. | Run program trialing advanced interval metering with SME businesses

SAPN should consider supporting a broad-scale trial of advanced interval meter installations with SME
businesses to provide evidence-based examples to the business community of the impacts and
implications of the tariff reforms across key industry sectors and business types/sizes between 40-
160MWh. This trial may be conducted in partnership with retailers and Business SA together with key
industry associations including the South Australian Wine Industry Association.

Provision of information and assistance to businesses

13. | Develop Tariffs Information Pack targeted to SMEs

SME businesses would benefit from key industry bodies such as Business SA, ideally with the support
of SAPN, putting together an information pack with coverage of the proposed tariff reforms, their
implications (both positive and negative) to SME businesses, steps businesses can undertake to
understand how this might impact them, and opportunities to improve the management of their demand.
This information pack should be highly visual and use layperson language, and can be used for
developing materials such as brochures, fact sheets and case studies, as well as for use in the delivery
of workshops/seminars.

14. | Develop ‘tariff calculator’

The AER should consider funding for a ‘demand tariff calculator’ for SME businesses developed through
either SAPN or Business SA, to provide businesses with the means of assessing the impact of the tariff
reforms on their business (and what type of impact, either positive or negative, might upgrades or demand-
improvements have on their overall cost position); this tool could be publically accessible by all businesses
(and potentially hosted by organisations such as Business SA).

15. | Establish a one-on-one assistance program for SME businesses

The AER should consider funding for Business SA and key industry associations like the South Australia
Wine Industry Association to establish one-on-one assistance programs for their membership, providing
businesses with the means of accessing support from experts to both assess the impact of tariff reforms
on their business, and identify/implement demand management improvements.
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1. Introduction

Rising electricity costs over the past decade have been predominantly driven by network price rises (until recently),
significantly impacting South Australian businesses. Given the substantial increase in wholesale energy costs in
South Australia since mid-2015, it is even more critical that the proposed cost-reflective tariff reforms outlined in
SA Power Networks (SAPN) Tariff Structure Statement 2017-2020 (TSS) do not unnecessarily impose further costs
on SME businesses.

Business SA, in conjunction with the South Australian Wine Industry Association (SAWIA), have commissioned
engineering consulting group 2XE to undertake a quantitative and qualitative analysis of the TSS that investigated
the impacts, both positive and negative, on SME businesses. The Industry consultation process consisted of a
combination of stakeholder interviews and tariff analysis with a representative group of businesses across key
industry sectors and electricity consumption ranges. Overall 25 businesses participated in the stakeholder
interviews, with 15 businesses opting to further provide their available electricity data for analysis to assess the
potential cost impacts.

This project was funded by Energy Consumers Australia Limited (www.energyconsumersaustralia.com.au) as part
of its grants process for consumer advocacy projects and research projects for the benefit of consumers of electricity
and natural gas.

The views expressed in this document do not necessarily reflect the views of Energy Consumers Australia.

1.1. Industry Consultation Process

SME businesses were invited to participate in the Study through expression of interest emails and phone calls.
Table 1 below provides and overview of the SME businesses engaged.

Table 1: Overview of SME businesses engaged

—— bN“‘.“ber of Annual electricity consumption

usinesses <40MWh 40 — 160MWh >160MWh
Administration and support services 3 - 2 1
Manufacturing and agriculture 5 1 3 1
Medical 4 4
Retail and wholesale trades 5 2 3
Tourism and hospitality 3 1 2
Wineries 5 1 4
Total 25 9 11 5

All 25 businesses were interviewed using a series of questions and discussion points relating to the following
topics:

e The business’ current electricity position

e The possible impact of the proposed tariff reforms on the business

e The ability for the business to adapt to the proposed tariffs

o What assistance might the businesses require

Summaries from the interview process are presented in the Findings section under each key features of the
TSS. The full industry sector responses to each of the interview questions are provided at Appendix 1.
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In addition to the stakeholder interviews and to provide more in depth analysis SME businesses were asked if
they were willing to provide their electricity billing data to 2XE to evaluate if their businesses would be positively
or negatively affected by the proposed tariffs. In total 16 businessest opted to provide their billing data for
analysis; those that weren't willing to participate didn't do so because electricity was not a major business
expense to them, or they didn't have access to adequate billing data.

Table 2 below, provides a summary of the businesses that participated in the tariff analysis.

Table 2: Summary of SME businesses that participated in the tariff analysis

Number of Annual electricity consumption

Industry Sector businesses _
<40MWh 40 - 160MWh >160MWh

Administration and support services 1 - - 1
Manufacturing and agriculture 3 1 1 1
Medical 3 3
Retail and wholesale trades 4 1 3
Tourism and hospitality 1 1
Wineries 4 1 3
Total 16 5 6 4

The tariff analysis involved evaluating each business’ current electricity tariff costs against each of the three
proposed tariff structures, using the network prices as outlined in the TSS for the 2017/18 financial year.
Businesses outside of the proposed consumption thresholds (40-160MWh) were scaled (up or down) to provide
a representative analysis for a business of that size within their industry sector.

It is important to note that only the impact of network charges was evaluated, considering these are directly
affected by the TSS, while the wholesale energy prices are managed by the retailer. However, in terms of impact
from the proposed tariffs, this is presented as a % increase/decrease over the business’ total annual electricity
spend (wholesale + network).

1.2. Current SME business Tariff Structure

Small/medium (SME) businesses are classified by SA Power Networks (SAPN) as consuming less than
160MWh per annum on a low voltage supply. Network tariffs for these businesses are currently structured to
charge purely on electricity consumption ($/kWh) along with a fixed daily supply charge. Depending on the sites
requirements and metering capabilities businesses may be on either a business single rate or business 2 rate
tariff, with the structures outlined below.

Low Voltage Business single rate

o  Consumption is currently (2015/16 FY) charged on an inclining scale in two consumption blocks
0 Block 1 applies to the first 833kWh/month
0 Block 2 applied to the balance of consumption

e As of July 2017, the inclining rate will be removed and businesses will be charged a single rate for
consumption

Low Voltage Business 2 rate
e  Consumption is broken into two Time of Use (ToU) periods, peak and off-peak
0 Peak, 7am to 9pm on working days

1 One business has two separate facilities which have been treated as separate businesses as they have different operations,
retail store and distribution warehouse.
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o Off-Peak 9pm to 7am on working days, all day weekends and gazetted public holidays
e  Peak consumption is charged at a higher rate than off-peak

A controlled load tariff can also be applied to either of these tariffs for businesses that have an electrical supply
point that is controlled by SAPN that provides electricity for pre-determined periods of time each day. This tariff
component typically seen in businesses that have electric hot water services.

1.3. SA Power Networks Tariff Structure Statement Overview

All electricity distributors in the National Electricity Market (NEM) are having to respond to the National Electricity
Rules (NER) requiring distributors to develop and implement ‘cost-reflective’ tariffs to assist in managing and
maintaining electricity infrastructure to meet infrequent peaks in demand.

In response to this SAPN are proposing to introduce cost-reflective demand-based tariffs for SME businesses
with an annual consumption from 40MWh and 160MWh. The new tariffs will be progressively rolled-out from
July 2017, and are expected to be in full-effect by 2023.

As of July 2017 the proposed demand-based tariff will be mandatory for all new customers and existing
customers who request a significant change to their metering arrangements. These triggers include physical
changes to supply, new inverter approval (applicable for solar installations over 2.5kW) and new major
appliances with a current draw of >25amps (such as large air conditioning units, refrigeration equipment etc.).

Proposed reassignment of existing businesses (between 40 to 160MWh) onto either a transition usage tariff or
transition demand tariff will begin in July 2018, with businesses also being given the option to opt-in to the fully
cost-reflective tariff. SAPN are proposing the following cost-reflective tariff structures:

Business transition cost-reflective usage-based tariff

This tariff will be applied to existing customers who do not have an advanced interval meter (Type 6
accumulation meters). The tariff will see businesses remain on a consumption based tariff, with peak
consumption prices increasing by approximately 2% each year.

Business monthly actual kW demand transition tariff

This tariff will be assigned to businesses who trigger reassignment through a new connection or request a
change to their meter or fall within the consumption thresholds of between 40 and 160MWh This tariff
requires an advanced interval meter (Type 1-5 interval meter).

Monthly demand is measured in kW as the maximum half-hour interval of power demand recorded between
12noon and 9pm local SA time on working days (Mon-Fri), with demand charged in $/kW/day. During the
transition period (until end June 2020) the demand charge will not vary seasonally and is charged at 40% of
the fully cost-reflective prices. After July 2020 prices will increase by 20% per year until they reach 100%
cost-reflective by 2023.

All consumption (kWh) is charged at a single flat rate ($/kWh).
Business monthly actual kW demand tariff

This tariff is being offered as an ‘opt-in’ option for businesses with an advanced interval meter (Type 1-5
interval meter) that would be better-off on a demand-based tariff. This tariff is fully cost-reflective (charged
at 100%). This tariff will also come into effect for all SME businesses on the demand transition tariff at the
end of the transition period, June 2023.

The tariff introduces two separate demand ToU periods to align with summer peak demand on the network,
with demand charged in $/kW/day.
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e Summer peak demand, maximum half-hour interval recorded between 12noon and 9pm on working
days (Mon-Fri) between November to March. Charged approx. 50% higher than winter shoulder
demand.

e Winter shoulder demand, maximum half-hour interval recorded between 12noon and 4pm on working
days (Mon-Fri) between April to October

All consumption (kWh) is charged at a single flat rate ($/kWh). Compared to the transition tariff consumption
is charged at lower cost (approx. 30%).

2. Assessment of TSS impacts on SME businesses

The industry consultation process focused on obtaining feedback and observations across the following key
features of the SAPN TSS:

e Proposed demand-based tariff structure

e  Proposed demand Time-of-Use periods

e  Proposed transition period and assignment triggers

o  Metering requirements

e Provision of information and assistance to businesses

2.1. Proposed demand-based tariff structure

The demand-based tariff structure proposed by SAPN in the TSS will see customers charged for the electricity
they consume, along with their maximum power draw (demand) over a half-hourly period from the network.

Understanding maximum demand is therefore a key factor in determining if a business will be positively or
negatively affected by the proposed demand-based tariffs. As part of the consultation process Business SA and
SA Wine Industry Association (SAWIA) members were asked about the impacts that a demand-based tariff might
have on their business and their ability to manage these impacts.

Findings
Understanding demand

The concept of demand is relatively new for the SME businesses interviewed, as over 50% of participating
businesses were not clear of what is meant by demand. Most interviews involved discussion and education on
the difference between electricity consumption and demand in order for participants to have some kind of
understanding of what the TSS is proposing, and hence its implications to participating businesses.

Businesses were unable to provide an indication of what their maximum demand is likely to be due to limitations

in their metering (this is discussed in greater detail in Section 5.4 — Metering) and a lack of understanding of

demand. Businesses were however able to identify which equipment in their business may be the major

contributors to peak demand:

e Refrigerated reverse/cycle air conditioning (medical, admin & support services, tourism & hospitality and
retail/wholesale trade)

o  Commercial/industrial refrigeration systems (manufacturing and wineries)

o  Compressed air systems (manufacturing and wineries)

e Process equipment, e.g. conveyors, hand-held tools (manufacturing and wineries)

e Lighting, in particular high bay lighting (all industry sectors).
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Capabilities to minimise or shift demand

Many businesses indicated that there were significant limitations in their ability to minimise or shift demand (to

off-peak periods), due to a variety of reasons including:

e The type of equipment used and the critical nature of this equipment to operations (particularly in
manufacturing, where low-demand options for demand-intensive equipment such as refrigeration plants
are non-existent)

e The 9-to-5 operating hours that are expected by both employees and customers (i.e. it is near-impossible
to “off-peak” customers)

e The seasonal nature of the industry sector corresponding with peak-demand periods (for example, the
wine industry’s vintage period occurring between January-April).

Other businesses interviewed were more accommodating to such opportunities, many of whom have identified
possible improvements to their business such as:
e Upgrading ageing equipment (e.g. old air conditioning and refrigeration systems) or upgrading to more
energy efficient technologies, such as LED lighting
e |Installing solar PV; of the participating business 28% already have solar installed, which is assisting in
reducing consumption and off-setting a portion of demand. The majority of businesses with solar installed
did investigate battery storage, however none have pursued the option due to:
O uncertainties in the technology types/maturity levels
o limited export from solar system (i.e. site uses majority of energy generated), and
0 the high cost of the technology with limited return on investment potential.
Of the businesses that didn’t have solar installed a further 36% had investigated the option in the past,
however decided it was not feasible for a number of reasons including:
o Physical/environmental constraints (e.g. shading, dust, availability of roof space)
0 Heritage-listed buildings preventing installation
0 The business-case/return on investment was not competitive versus other investments, and
0 The cost impact of moving to a demand-based tariff as a result of installation was too high.
The remaining 36% of businesses had not investigated solar, primarily due to the premises being rented
or leased.
e Changing staff behaviour to only use equipment when required, though this remains problematic for
several industry sectors, such as medical, manufacturing and wineries.

Demand re-set and opt-in features

The monthly demand re-set was well-received by all participants. The wine industry was particularly in favour of
this due to their high peak demand during vintage (typically February — April) that can be up to 3 times higher than
their non-vintage maximum demand.

When asked about opting-in to the demand-based tariff every business responded with the same answer -- they
would not opt-in without first clearly understanding what their maximum demand is and the resulting cost
implications.

2 Based on limited electricity bill and load profile data for 16 facilities across all key sectors
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Cost implications to SME businesses under each tariff option

The industry engagement process was accompanied by a quantitative analysis? of the potential cost implications
of the TSS on SME businesses between 40-160MWh, across the tariff options of:

o Transition usage-based tariff (single rate or 2-rate for customers with an old accumulation meter)

o Transition demand-based tariff (with demand charges at 40% of final value for 2018-20)

o Fully cost-reflective demand-based tariff (with demand charges at 100% of final value).

The results from the quantitative analysis are illustrated in Table 1 overleaf and Figure 1 on page 10.
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Table 3: Tariff analysis results

A—— Annual Estimated max Transition Usage Tariff Transition Demand Tariff Full cost-reflective demand tariff
consumption (kWh)  demand (kW)  Difference (§)  Difference (%) Difference ()  Difference (%) Difference ($)  Difference (%)
Medical 42,274 20 $473 3.6% -$374 -2.8% -$378 -2.9%
Retail/wholesale trade 42,350 16 $671 4.8% -$995 -1.1% -$671 -4.8%
Hospitality and tourism 42,541 20 $491 4.9% -$89 -0.9% -$368 -3.7%
Medical 44,864 22 $630 4.6% $58 0.4% $121 0.9%
Manufacturing 46,072 29 $887 7.1% -$59 -0.5% $369 3.0%
Admin and support services 48,146 30 $505 4.6% $199 1.8% -$65 -0.6%
Medical 49,508 26 $554 5.4% -$246 -2.4% -$85 -0.8%
Manufacturing 53,289 44 $981 7.3% $1,907 14.1% $769 5.7%
Manufacturing 63,719 18 $717 4.3% -$1,265 -7.6% -$2,052 -12.3%
Winery 70,104 55 $875 4.7% $431 2.3% -$17 -0.1%
Retail/wholesale trade 75,838 22 $794 3.7% -$261 -1.2% -$1,141 -5.3%
Retail/wholesale trade 83,206 60 $1,335 5.1% -$462 -1.8% -$523 -2.0%
Winery 85,111 41 $1,445 7.4% -$1,861 -9.5% -$4,147 -21.2%
Winery 88,702 147 $851 3.8% $3,051 13.8% $5,544 25.1%
Retail/wholesale trade 150,701 75 $1,717 3.0% -$799 -1.4% -$2,409 -4.3%
Winery 159,626 112 $1,766 4.9% $676 1.9% $1,095 3.1%

NOTE: Businesses that will achieve a saving in electricity costs have been highlighted in green, while businesses that will see an increase in electricity costs have been highlighted
in red.
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Figure 1: Impact of cost reflective tariff prices vs current prices

As can be seen, under the transition usage-based tariff all businesses would be worse-off with a cost increase
of between 3-8% ($470-$1,800 per annum) on current electricity costs. Under the transition demand-based
tariff, approximately 37.5% of businesses would experience a cost-increase of between 0.5-14% ($60-$3,100
per annum), with the remaining 62.5% experiencing a cost-decrease of between 0.5-10% (i.e. reduction in
annual electricity cost between $60-$1,850). If businesses were to opt-in to a fully cost reflective tariff,
approximately 31% of businesses would experience a cost-increase of between 1-25% ($120-$5,500 per
annum), with the remaining 69% experiencing a cost-decrease of between 0.5-21% (i.e. reduction in bills of
between $17-$4,150 per annum).

Interpretations

The limited understanding of the concept of demand within the SME business community, coupled with the
current limited uptake of advanced interval metering, will make it difficult for these businesses to assess the
impacts of the proposed demand-based tariffs on their operations. Without the ability to assess such impacts,
SME businesses tend to be skeptical of changes to electricity tariff structures as their immediate impression is
that they will be negatively impacted. Even though the quantitative analysis undertaken (as exhibited in Table
3) would indicate that the majority of businesses will be better placed on the proposed demand-based tariff. The
absolute cost-savings estimated (in particular for businesses under 80MWh) do not appear compelling- enough
for a business to justify taking the risk of purchasing an advanced interval meter, unless they are absolutely
certain that they will benefit from the move (which is impossible without an advanced interval meter

— hence a ‘catch 22’ situation). Without some level of certainty as to how the move will impact their businesses,
and/or the promise of significant cost savings (thousands of dollars in savings, rather than hundreds of dollars,
presents a much better risk-reward scenario), most SME businesses would struggle making the decision to
move to a demand-based tariff (through advanced meter installation) and risk an increase in their electricity
costs, despite SAPN’s analysis that there will be more ‘winners’ than ‘losers’ from the move. As a result of all
of these constraints, there is likely to be very limited uptake of the “opt in” option, with the majority of businesses
choosing to remain on the transition usage tariffs unless they are forced to move.
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Considering these findings and feedback from the SME businesses interviewed, Business SA has further
addressed the following ‘Questions to Stakeholders’ posed by the AER in its Issues Paper (dated March 2016):

Will customers be able to understand the new tariffs to relate their use of electricity to these tariffs and decide
how to respond?

The concept of energy demand (and how this may get reflected in their electricity bills) is a relatively new
concept for the majority of SME businesses; this lack of prior knowledge will make understanding the new
tariffs difficult for businesses. The limited understanding of what their potential maximum demand may be
(in the absence of an advanced interval meter), and how this impacts on their total electricity costs, will
hinder the uptake of the new tariff structure.

The suggestion was raised by the Electricity Advisory Panel to allow businesses to remain on a usage-
based tariff when an advanced interval meter is installed. We suggest revisiting this option and considering
it for inclusion within the TSS, as this approach would allow businesses with the option to install a smart
meter without being placed directly onto a demand-based tariff, providing them with a transition period where
they are able to measure and monitor their demand prior to selecting a tariff. Additionally, the idea was put
forward by SME businesses of having an opt-out clause; this may be well-received as it would assist in
removing any reluctance to opt-in to a tariff if they were potentially significantly worse-off.

What are the advantages and disadvantages of the proposal to have a minimum level of demand in demand
based tariffs instead of including a direct fixed charge component?

Realistically, there may not be much of a cost difference between a fixed supply charge and the proposed
1kW minimum demand charge. However, the concept of eliminating fixed charges from electricity tariffs is
generally welcomed by most businesses.

What are the advantages and disadvantages of calculating a demand tariff over a narrow 30min period as
opposed to two hours as SA Power Networks intends to explore?

The 30min period provides continuity between tariff structures across both large and SME businesses,
allowing all businesses to be treated equally. However, the short 30min period requires businesses to
manage their demand more closely as the window is more sensitive to a spike in demand than a 2hr period.
SME businesses would respond favorably to increasing the demand window to 2hrs as there is less pressure
for them to manage demand as tightly. As per earlier recommendations, businesses need more education
around managing demand; if this is fulfilled then the demand window becomes less of an issue.

What are the advantages and disadvantages of SA Power Networks offering additional opt-in tariffs, including
more cost reflective variants of the proposed demand tariff or other tariff designs?

Having additional tariff designs provides the advantage of allowing businesses to select a tariff that suits
their demand profile and operating constraints.

In addition to the capacity-based tariff option, some stakeholders have made mention of Critical Peak Pricing
(CPP) as an alternative tariff option. The proposed tariff reforms do not use CPP, however SME businesses
would be interested in exploring this option if were best suited to their operating conditions.

While there are some clear advantages of additional tariff options, the lack of knowledge of electricity tariffs
and demand may result in SME businesses becoming unnecessarily confused from being provided ‘too
many’ options.

Analysis of impacts of SAPN's TSS to SME Businesses — Business SA submission to AER Issues Paper
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Are there practical impediments to offering a menu as opposed to a set of opt-in tariffs?

Similar to our response in the previous question, the concept of having a “tariff menu” sounds good in theory
as it provides flexibility and choice for businesses, but in reality this might be hard for businesses to digest.
The general lack of knowledge within the SME business community regarding electricity tariffs and how
different tariffs may impact on overall electricity costs may make the process of selecting a tariff difficult for
businesses. SME business are typically time-constrained and resource-poor, and therefore have relatively
little time to spend in evaluating different tariff options. This was evident from the consultation process that
revealed 30% of participating business typically accepted contract renewals from retailers without
undertaking any form of market research.

Recommendations

Based on the findings obtained from our engagement with SME businesses on the proposed demand-based
tariff structure, Business SA makes the following recommendations:

1.

3.

Education & capacity-building. To overcome the lack of knowledge in understanding the concept of
electricity demand (as it relates to their electricity bills) and opportunities to manage/shift demand, we
strongly recommend that SAPN support Business SA and SAWIA in the implementation of a formal
program of education and capacity-building. This program would be specifically targeted to SME
businesses, and would provide them with the necessary information and tools to help them understand
their existing demand patterns, explore options to manage their peak demand and enable them to
make informed decisions as to which tariff option is best suited to their business. Supporting such a
program would be in SAPN's interests, in order to improve the uptake of tariff reforms amongst the
business community and reduce public backlash. This program should commence prior to July 2017
and run for at least the first 12 months of the transition period (i.e. 2017-18). Where appropriate, the
support of such a program should be formally recognised in SAPN's proposed tariff roll-out strategy.

Installation of smart meters without triggering a transition. Consideration should be given into the
possibility of allowing businesses the option of installing an advanced interval meter, without triggering
a transition to a demand-based tariff, and allowing them to monitor and understand their consumption
and demand profile over the period of a year before they decide whether to opt-in to the fully cost-
reflective tariff or transition demand tariff, or remain on the consumption usage tariff. SAPN or the
retailer could automatically put the customer onto the tariff that works best for their individual needs
(given the information gained from the smart meter).

Consideration of an ‘opt-out’ clause. In order to encourage the transition to fully cost-reflective
tariffs, SAPN and retailers may wish to consider the option of offering an ‘opt-out’ clause to provide
businesses with the flexibility of trailing the new tariff structure, in order to determine whether they are
better- or worse-off (and if the latter is the case, reverting back to a usage-based tariff).

Analysis of impacts of SAPN's TSS to SME Businesses — Business SA submission to AER Issues Paper
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2.2. Proposed demand Time of Use periods

For the proposed demand-based tariffs, SAPN are proposing the following demand Time of Use (ToU) periods
for monitoring maximum demand:
e Transition demand tariff — 12noon to 9pm on working days all year round
e  Monthly actual kW demand tariff
o0 Summer Peak ToU, which applies from 12noon to 9pm on working weekdays over November to March
0  Winter Shoulder ToU, which applies from 12noon to 4pm on working weekdays over April to October.

Findings

All SME businesses interviewed indicated that they have set trading/operating hours based on customer and
process requirements. The typical operating hours (when staff are present) across each industry sector is
highlighted overleaf in Table 4. Only the tourism & hospitality industry sector was observed to operate after
6pm on working days (Mon - Fri). This was also the only industry sector that operated consistently on non-
working days (i.e. weekends and public holidays).

Table 4: Typical operating hours across industry sectors
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Based on their hours of operations, businesses were asked to estimate when their peak demand was likely to
occur, a summary of their responses is illustrated overleaf in Figure 2. The majority of businesses agreed that
the proposed shoulder demand ToU period was largely reflective of their highest demand periods, with over
70% of participants indicating that this is likely to be between 12 noon and 4 to 6pm (depending on operating
hours). Businesses were uncertain about the peak demand charge over the 12noon to 9pm ToU window
(proposed over the transition period and under the fully cost-reflective scenario), as they felt this was not
reflective of their operating hours; with exception to tourism and hospitality, most other industry sectors operate
over a 6am-6pm ToU window.
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Figure 2: Business views on when their peak demand occurs

Businesses were asked if they had an ability to shift their demand outside of the proposed demand ToU periods.
The majority of businesses indicated that this would not be possible as they have set operating hours with their
peak demand being linked to either maintaining customer needs and expectations (such as patient comfort in
medical facilities), or critical to maintaining production process and product quality (for example, two wineries
had previously explored the option of starting production earlier in the day, however the electricity savings were
not significant enough to outweigh the higher labour penalty rates).

Interpretations

The majority of SME businesses, in particular medical, tourism & hospitality and retail/wholesale trade had
predetermined operating hours, based on when customers require them to be operational. Rigid operating hours
limits a business’s ability to shift equipment loads to better manage demand during the proposed demand ToU
periods.

The proposed winter shoulder demand window (12-4pm, April to October) aligns with businesses views on when
their peak demand is likely to occur. However, the proposed summer peak demand ToU windows (12-

9pm year-round during the transition period, and from November-March under fully cost-reflective tariff) are less
cost-reflective as the majority of businesses (the exception being tourism & hospitality) are non-operational for
between 3-4 hours of the proposed period. A review of SAPN's small business demand profile (Figure 2 —
customer segment MW demands on 16" Jan 2014, on page 18 of the TSS) would support this as business
demand decreases in late afternoon, with the residential demand significantly outweighing SME business
demand from 4pm onwards. Having the ToU periods extend to 9pm (rather than end at 5pm) give the perception
that SME businesses are cross-subsiding residential demand, which from SAPN's analysis is the significant
driver of demand (rather than business) from 4-9pm (with technologies such as residential air conditioning a
major contributor to demand).

Considering these findings and feedback from the SME businesses interviewed, Business SA has further
addressed the following ‘Questions to Stakeholders’ posed by the AER in its Issues Paper (dated March 2016):
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Does the tariff statement sufficiently inform stakeholders on the times, days and months when the network is
likely to be under most stress and therefore the ideal timing of the charging windows?

While the TSS does inform stakeholders on the times, day and months when the network is under the most
stress, the information only begins to be presented on page 17. As the majority of SME businesses are
time-poor, it is unlikely that they would take the time to scroll through the TSS until they find this information.

The TSS illustrates that SME business contribute the majority of daytime demand up to 4pm when residential
takes over, which aligns with the proposed summer peak demand charging window. However, no clear
explanation has been provided as to why the peak demand charging windows are set until 9pm for
businesses, as clearly residential is driving a significant majority of demand from 5-9pm, relative to business.

What are the advantages and disadvantages of the ‘transitional’ demand tariff (being assigned to certain
customers) not reflecting seasons (that is, not charging higher summer vs winter)? And

What are the advantages and disadvantages of the ‘transitional’ demand tariff (assigned to customers), having
its level increasing over 6 years, and not reflecting a higher summer vs winter charge?

The “transitional” demand tariff makes the demand-based tariff structure simpler for businesses to
understand, and the lower cost for the first few years will assist in reducing the potential cost impact on
businesses that are reassigned.

However, by not reflecting the seasonal cost variation and charging windows, this will require business to
adjust a second time when the transition period comes to an end. This may cause confusion and potential
tension within the SME business community as they have started to adjust to transition tariff and then the
structure is changed again within a relatively short timeframe.

Recommendations

Based on the findings obtained from our engagement with SME businesses on the proposed demand ToU
periods, Business SA makes the following recommendations:

1. Review peak demand charging window to better reflect business operations. 70% of participants
indicating that there maximum demand period is likely to be between 12 noon and 4 to 6pm. SAPN
should consider reviewing the peak demand charging window for business, to better reflect the
standard operating hours of businesses (illustrated as predominately 8am-5pm) and reduce the
potential for cross-subsidising residential demand. The TSS currently proposes a peak demand
window for business from 12-9pm, which does not seem cost-reflective given that (from SAPN’s own
analysis) business demand decreases around 4pm, with the residential demand significantly
outweighing business demand from 4pm onwards. SAPN should review the peak demand window to
ensure that businesses are not cross-subsidising residential demand, and adjust the window to better
reflect whether business or residential is driving demand (e.g. adjust peak demand for business from
12-5pm).

2. Communication with businesses at the end of the transition period. Provision should be made
for additional consultation and communication towards the end of the transition period to inform and
educate businesses on the tariff changes once on the fully-cost reflective tariff (i.e. going from one
demand charge from 12-9pm across the whole year, to two demand charges — shoulder and peak —
charged at different months of the year and times of the day).
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2.3. Proposed transition period & assignment triggers

SAPN are proposing a transition period of 6 years, beginning in July 2017, with all business with electricity
consumption greater than 40MWh being transitioned to 100% fully cost-reflect tariffs by June 2023.

For the first year (2017/18) only new customers and existing customers that make alterations to their supply will
be reassigned to the transition demand tariff. Alteration triggers include:

e  Physical changes to supply/metering

o Installation of solar PV above 2.5kW

o Installation of equipment above 25amps.

From July 2018 onwards all businesses that have an advanced interval meter (Type 1-5) will be reassigned to
the transition demand tariff. Businesses without an advanced interval meter (Type 6) will move to a transition
usage tariff (i.e. charged by consumption only, in $/kwWh) until such time when an advanced interval meter is
acquired.

Findings
Proposed transition period

The businesses interviewed responded well to the concept of having a transition period, in particular that
demand would only be charged at 40% of fully cost-reflective prices during this time. Concern was raised
around the start date of the transition period (July 2017), primarily due to their very limited level of understanding
around what their peak demand may be and how they could go about minimising the cost impact on their
business once the transition period begins. Many businesses indicated that even once they understand what
the cost implications of the new tariff structures would be to their business, they would need between 12-18
months to adequately plan and raise the appropriate capital to invest in business improvements that reduce
demand. 90% of the businesses interviewed indicated that, until they were approached by Business SA for this
industry consultation process, they had no prior knowledge of the reforms that SAPN were proposing, effectively
suggesting that they may need more time (e.g. via extending the start date of the transition period) to understand
the cost implications and prepare for the necessary investments in their business.

Reassignment triggers — installation of equipment >25amps

The reassignment trigger of installation of equipment >25amps was not well-received by businesses. 20% of
the businesses interviewed, predominately from the manufacturing and wine industries, indicated they would be
reluctant in pursuing investment in any kind of new equipment as a result of the trigger. Other industry
sectors indicated this trigger was not currently relevant for them as they were not planning any upgrades over
the next few years.

Reassignment triggers — supply alterations and solar PV installation

Several businesses indicated that they would like to install an advanced interval meter to better understand their
demand, however they were against automatic reassignment as they were fearful that their electricity costs
would increase as a result. Additionally, businesses that were considering solar PV to reduce electricity costs,
would have to re-evaluate the business case due to the lower consumption charge c/kWh on the demand- based
tariffs.
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Consumption thresholds

The businesses interviewed represented a range of energy consumption levels. Quantitative analysis of the
proposed tariff structures (across usage-based, transition demand and fully cost-reflective demand tariffs) on
annual electricity costs for 16 businesses; revealed that the impact did not favor a particular consumption
volume (refer to Table 3 on back on page 9). For example, smaller businesses (40-60MWh range) were
negatively affected as much, by way of % in annual electricity cost increase, as larger businesses (100-
160MWh).

Interpretations

As mentioned previously the majority of businesses are unaware of what their demand profile is and how this
relates to the proposed demand-based tariffs. Businesses need time to adequately understand their demand
profile, identify potential opportunities to manage/minimise peak demand and action initiatives (e.g. change staff
behavior, invest in energy efficient equipment etc.); for the majority of participating businesses this is not possible
within the proposed transition timeframe, given the current lack of information in the market on these reforms
and any kind of incentives to install advanced interval meters.

Installing an advanced interval meter will enable businesses to be able to understand their peak demand.
Alternatively, they may wish to pay for temporary monitoring of their supply, however this may also prove costly if
the monitoring equipment/services are leased for a long period of time. The automatic reassignment based on
upgrading meters may be counterproductive to SAPN'’s objectives as SME businesses are unlikely to risk
investing in equipment that in their view may leave their business with higher electricity costs.

There are serious concerns around trigger reassignment from installing equipment over 25amps. Such a trigger
may lead to businesses postponing or forgoing upgrades to their facilities (particularly those that help the
business grow) from fear of the potential cost implications from reassignment. Such a reaction from business
is not conducive to fostering a business environment which should be stimulating business investment (not
hindering it), particularly in a struggling economy like South Australia’s. This concern is shared across the key
industry sectors interviewed, but especially relevant to industries exposed to high-costs and cost-competitive
markets, such as manufacturing and wineries. SAPN must not unnecessarily jeopardise the future growth of
SME businesses, which make-up a significant proportion of economic activity and jobs in South Australia, with
tariff reforms that hinder their ability to make sound investment decisions.

The fact that the proposed tariff structures do not discriminate between consumption volumes can be taken as
either a positive or a negative - positive in the sense that the tariffs may not unfairly target a particular size of
business, and negative in that the smaller businesses (with smaller budgets and bigger constraints) are affected
just as much as bigger businesses (with better access to capital). The earlier consultation paper prepared by
SAPN show the distribution of businesses that would be positively and negatively affected (% increase against
current prices) based on their consumption volumes. The graphs illustrate that a higher proportion of business
below 60MWh are negatively affected by the proposed tariff, than above 60MWh. These graphs are not
presented in the TSS and it is unclear from the information provided in the TSS as to why the >40MWh threshold
has been selected, i.e. to what extent are businesses with annual electricity consumption between 40-60MWh
significant contributors to peak demand, versus companies between 60-160MWh. Additionally, Business SA
are interested to learn of any analysis that SAPN may have conducted on scenarios where a business, that
consumes >40MWh and is moved to a demand-based tariff, eventually reduces its energy consumption to
<40MWh (either through efficiency or a decline in business growth/activity). Does that business get moved back
to a consumption-based tariff or remain on a demand-based tariff? And if the latter is the case, what is
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the impact of the demand-based tariff on businesses <40MWh? SAPN’s analysis states that over 45% of
businesses within the 10-40MWh range are worse-off on a demand-based tariff; businesses are therefore at
risk of being worse-off on a demand-based tariff if they were to remain on such a tariff whilst reducing their
energy consumption to below 40MWh per year. SAPN may therefore wish to consider including some form of
‘opt out’ clause if they reduce their consumption to less than 40MWh (and are worse-off under a demand-based
tariff).

Considering these findings and feedback from the SME businesses interviewed, Business SA has further
addressed the following ‘Questions to Stakeholders’ posed by the AER in its Issues Paper (dated March 2016):

What are the advantages and disadvantages of assigning a demand tariff to customers consuming above a
threshold or triggering an assignment by having a new/altered connection?

As mentioned above, triggering assignment based on an altered connection may negatively affect the
appetite of business to invest in expanding/growing its own operations, unless they are able to obtain an
understanding of the impact that a move to a demand-based tariff will have on their overall cost-base (once
the new equipment is installed). In order to obtain this understanding, an advanced interval meter must be
installed; however once this is installed, assignment to a demand-based tariff is triggered. SAPN should
consider the option of excluding certain types of equipment from the ‘trigger list’ for a period of time (such
as refrigeration equipment for SME food/beverage manufacturers and wineries), in order to enable trade-
exposed businesses to better understand their demand profiles and improve cash flows to deal with the
inevitable impacts that the move to cost-reflective tariffs may bring.

What are the advantages and disadvantages of new investment customers’ and customers consuming above
a threshold being automatically assigned a new demand tariff?

Triggering an assignment for a new connection may not present as much of an issue to a new business,
given that they may not have a previous electricity cost baseline to compare against.

With respect to consumption thresholds, it is not clear from the TSS as to why the >40MWh threshold has
been selected, particularly given that the tariff reforms are based around demand, not consumption. Without
clarification from SAPN as to why this threshold was selected, it is difficult to ascertain the advantages and
disadvantages of consumers consuming above this threshold to be automatically assigned a new demand
tariff.

Will customers sufficiently understand the proposed triggers and thresholds for being assigned a demand tariff
at the time of making investment (e.g. solar panels, 3-phase power etc.) What practical challenges might result?

At the current level of knowledge prevalent in the SME business community, it is unlikely that there will be
sufficient understanding on the proposed triggers and thresholds at the time of making investment. The
practical challenges that may result is that businesses are making upgrades based on incomplete
businesses cases that may leave them worse-off in the long run.

Do existing customers require greater protection from tariff change impacts compared to new customers or
customers making new investments (such that they might require a new smart meter)? And

Do existing customers require a greater protection from the impact of tariff changes than customers who are
new or making significant investments?

Based on engagement with businesses through this industry consultation process, existing customers and
customers making new investments require greater protection from tariff change impacts. Existing
businesses are operating within the constraints of existing infrastructure and operations with limited
understanding on their demand and how to manage/minimise the associated cost impacts. Additionally, it
is important to the South Australian economy that the tariff changes are not negatively affecting the appetite
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of businesses to invest in upgrades that foster growth; the proposed >25amp trigger may result in the
unintended consequence of businesses delaying or foregoing investment decisions, due to a lack of
understanding as to how the move to demand-based tariffs will affect their cost base.

New connection customers are required to install an advanced interval meter to meet the meeting
requirements for new connections. Furthermore, they may have greater flexibility to manage their potential
maximum demand as part of the business set-up planning.

Has SA Power Networks sufficiently customised its customer impact information identifying the benefits of
opting-into a demand tariff or merit of proposed transitions for customers assigned a demand tariff?

The customer impact information provided by SAPN has provided some level of information with respect to
identifying the quantitative benefits of opting-into a demand tariff, however this information is high-level and
not readily accessible by or communicable to SME businesses. It is understood that during SAPN's original
business consultation process that specific examples were presented on the potential cost impacts for a
range of SME businesses types; since this consultation these case examples have not been further used.
Both SAPN and businesses would stand to benefit by SAPN providing a set of ‘load profile examples’ to
demonstrate what kinds of businesses might be better off or worse off (this may then spark interest amongst
businesses to install an advanced interval meter to determine their load profile).

Recommendations

Based on the findings obtained from our engagement with SME businesses on the proposed demand transition
period and assignment triggers, Business SA makes the following recommendations:

1. Revise assignment equipment install >25amps. SAPN should consider revising the >25amp
assignment trigger threshold for major alterations, in order to prevent dis-incentivising businesses from
investing in business improvements and capital upgrades that lead to business growth. Ideally the
removal of this trigger is the most preferable option, however if the trigger is retained then it is
suggested to limit the assignment trigger to particular types of equipment that are major contributors
of demand (e.g. air-conditioning equipment).

2. Revise assignment supply alteration trigger. SAPN should consider an option for businesses to
undertake a non-mandatory reassignment of upgrading meters for a predetermined period of time (e.g.
1 year) to allow them to gain an understanding of their load profile and assess the potential cost impacts
from the transition and fully cost-reflective tariffs.

3. Provide further explanation on the reasoning behind the consumption threshold. It is not clear
from the TSS as to why the >40MWh threshold has been selected, particularly given that the tariff
reforms are based around demand, not consumption. SAPN should provide adequate reasoning as
to why this threshold was selected, and to what extent are small energy users (e.g. those between
40-60MWh) are significant contributors to peak demand, versus larger energy users in the 40-
160MWh consumption range.

4. SAPN to provide a clear position on what would happen if a business decrease consumption
below 40MWh after being placed on a demand-based tariff. SAPN's analysis states that over 45%
of businesses within the 10-40MWh range are worse-off on a demand-based tariff; businesses are
therefore at risk of being worse-off on a demand-based tariff is they were to remain on such a tariff
whilst reducing their energy consumption to below 40MWh per annum (either through energy
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efficiency improvements or a decline in business growth/activity). Accordingly, Business SA is
seeking clarification from SAPN on what the process would be if a business decreased their
consumption to below 40MWh after being assigned to a demand-based tariff. This issue could be
overcome by including some form of ‘opt out’ clause if they reduce their consumption to less than
40MWh (and are worse-off under a demand-based tariff).

Extend the commencement or the duration of the transition period. In the absence of other
recommendations listed above (and previous sections) being adopted, businesses need time to
adequately understand their demand profile, identify potential opportunities to manage/minimise peak
demand and action them. Evidence from the majority of businesses that participated in Business SA’s
stakeholder interviews, is that this level of preparation is not possible within the proposed transition
timeframe, given the current lack of information in the market on these reforms and any kind of
incentives or packages offered by retailers to install advanced interval meters. SAPN may wish to
consider revising the commencement date or duration of the transition period; and coupled with the
education/capacity-building program suggested in earlier recommendations, this may improve the
ability of businesses to respond to the tariff reforms, and hence support SAPN'’s proposed adoption

rates under the TSS.

2.4. Metering requirements

SAPN are proposing to reassign all small/medium businesses with an advanced interval meter (Type 1-5) onto
the transition-demand tariff by 2023 or if businesses wish to continue using their existing accumulation meters

(Type 6), they will be placed onto the transition usage tariff.

Findings

Overall 56% of participating businesses currently have a traditional accumulation meter (Type 6) installed.
Table 5 below, highlights the breakdown of meter types installed between industry sectors. The majority of

businesses with a Type 6 meter were typically at the lower-end of the consumption threshold.

Table 5: Breakdown of installed meter types

Type 1-4  Types Type 6
Retail & Wholesale trade 2 0 4
Admin & support services 3 0 2
Tourism & Hospitality 2 0 1
Medical 0 0 5
Wineries 2 2 1
Manufacturing & Agriculture 0 1 2
Total3 S y -

(33%) (11%) (56%)

3 Some businesses interviewed have multiple meters for their premises
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During the consultation process, businesses were asked if they knew what a “smart”/ advanced interval meter
was. Over 50% of participating businesses were not aware of what a “smart’ meter is and its capabilities. The
businesses that have a Type 1-5 meter, most were unaware of the capability of their meter (e.g. were unaware
that they could read their daily demand directly from their meter, or access half-hourly interval data).

All businesses interviewed indicated that they would be unwilling to pay for the installation of an advanced
interval meter. Additionally, several businesses were of the opinion if an advanced interval meter is required
under the new tariff structures then these should be provided free or at a subsidised cost. Businesses on a Type
6 meter, highlighted that for them to invest in purchasing an advanced interval meter there would need to be a
clear businesses case with a reasonable payback, otherwise they couldn't justify the expense. Furthermore,
businesses on a Type 6 meter felt that they would not risk triggering reassignment from installing an advanced
interval meter without first understanding their demand profile.

For the participating businesses with a Type 6 meter, remaining on the transition usage tariff will potentially
increase their annual electricity cost by between 3-7.5% ($470-$1,800 per annum).

Interpretations

Businesses with a Type 6 meter installed are at a disadvantage as there is limited information available for them
to investigate the potential cost impacts (positive or negative) from the proposed tariffs. To have the required
information to make informed decisions they require an advanced interval meter, however this would be an
upfront investment for the businesses to install such a meter which is unlikely to occur if businesses cannot
determine if they will be positively or negatively impacted. The likely outcome is that these businesses would
remain on the transition usage tariff as it is the easier option.

Businesses that have a manually-read Type 5 meter are also at a disadvantage as these meters are capable
of recording demand but the data is not remotely recorded:; if these businesses wish to understand their demand
profile they will need to manually record daily readings.

Business with a Type 1-4 meter are much better placed to evaluate the potential impacts from the proposed
demand-based tariffs once they understand the capabilities of their meter and how to access their data.

Considering these findings and feedback from the SME businesses interviewed, Business SA has further
addressed the following ‘Questions to Stakeholders’ posed by the AER in its Issues Paper (dated March 2016):

Will customers be able to understand the new tariffs to relate their use of electricity to these tariffs and decide
how to respond?

For businesses to adequately understand their electricity use and therefore relate this to assessing the
impacts, they require an advanced interval meter. A significant portion of SME businesses (56% of the
businesses that participated in this study) do not have an advanced interval meter installed. SAPN outlined
in the TSS that less than 1% of customers have an advanced interval meter and highlighted that unlike
Victoria there will be not be a compulsory roll-out of advanced inter meters for South Australian customers.
Their views are that the new competitive framework for retailer-led roll-out of advanced interval meter will be
sufficient to increase uptake in SA, which will come into effect in December 2017 i.e. six months into the
transition period, which further delays and hinders the ability for SME businesses to evaluate and respond
to the proposed demand-based tariffs.

Recommendations

Based on the findings obtained from our engagement with SME businesses on metering requirements, Business
SA makes the following recommendations:
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1. Reschedule transition period to align with retailer timeframes. The TSS states that a retailer-led
roll-out of advanced interval meter installations will be sufficient to increase uptake in South Australia,
however this roll-out may not come into effect until December 2017 i.e. six months into the transition
period, which further delays and hinders the ability for SME businesses to evaluate and respond to the
proposed demand-based tariffs. SAPN should consider postponing the commencement date of the
transition period (e.g. to December 2017 or July 2018) to align with the meter roll-out timeframes
proposed for retailers.

2. Run program trialing advanced interval metering with SME businesses. SAPN should consider
supporting a broad-scale trial of advanced interval meter installations with SME businesses to provide
evidence-based examples to the business community of the impacts and implications of the tariff
reforms across key industry sectors and business types/sizes between 40-160MWh. This trial may be
conducted in partnership with retailers and Business SA together with key industry associations
including the South Australian Wine Industry Association.
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2.5. Provision of information and assistance to SME business
Findings

As discussed in the earlier sections of this report, the clear majority of SME businesses interviewed identified

themselves as being underprepared to deal with the potential impacts that the tariff reforms may present to the cost

of operating their business, for a number of reasons including:

e  The public information provided to date by SAPN on the likely impacts of the proposed tariff reforms to SME
businesses is overly complex, and hence difficult to understand by the layperson

e The concept of demand is a relatively new and an unfamiliar concept for most SME businesses

e They are unable to provide an indication of what their maximum demand and load profile looks like (due to
limitations in their metering), and hence find it difficult to determine the potential impact of demand-based tariffs
to their overall electricity costs (and therefore assess the business case for investing in an advanced interval
meter, and/or demand-management improvements in their business)

e They are lacking in the technical knowledge on what is possible within their business to reduce peak demand
or load-shift to off-peak periods

o They have typically treated their electricity bills with a ‘pay and forget' mentality; placing tighter controls on
their daily energy consumption will require a shift in business management thinking and practice

e SME businesses are typically time- and resource-poor and find it difficult to spend the time understanding the
full extent of these reforms to their business, or implementing improvements to mitigate the impacts, without
adequate lead-time to prepare (i.e. 12-18 months).

All businesses interviewed strongly supported the notion of being able to access some form of assistance to
improve their understanding of both the potential impacts (both positive and negative) that the tariff reforms may
have to their electricity costs, and opportunities to improve their management of electricity demand to improve their
overall cost position in the coming years.

Businesses were also asked who they typically turn to for these types of assistance; the graph below outlines the
distribution of responses, with the results illustrated below in Figure 3.
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Figure 3: Business preferred assistance providers
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Interpretations

Based on the feedback from those interviewed, and coupled with our knowledge and experience of what works with
SME businesses, the following types assistance may prove useful in building the capacity and capabilities for
businesses to both understand and adapt to the proposed tariff reforms:

e Information: Feedback from businesses suggests that clearer information (using visuals and simple layperson
language) should be provided about the proposed tariff reforms including:
0 Understanding demand
O Tariff structures, and
0 Understand the cost impact of the proposed tariffs on their business

Businesses also requested information on what might be possible, for businesses of their respective industry
sector and size, with respect to implementing technologies (e.g. battery storage) and process improvements
to reduce demand and load-shift to off-peak times.

The preferred methods of information dissemination could include:
o Information brochures, factsheets and case studies
0  Short workshops/seminar or interactive Q&A sessions.

e One-on-one assistance: Asides from the provision of information, most businesses prefer to have access to
some form of one-on-one assistance from a suitably qualified expert (such as an industry association or
government advisor, external consultant etc.) to assess the impact of the tariff reforms and identify/implement
demand improvements tailored to their business operations and priorities. This one-on-one assistance could
be delivered via:

o0 Consultation directly to the business, either in-person or over phone/online

o0 Consultation as part of a broader group of businesses (e.g. an industry cluster)

0 Development and dissemination of tools that they can use e.g. a ‘tariff calculator’ to provide
businesses with the means of assessing the impact of the tariff reforms on their business (and
what type of impact, either positive or negative, might upgrades or demand-improvements have
on their overall cost position); such tools could be publically accessible by all businesses (and
potentially hosted by organisations such as Business SA).

Recommendations

e Based on the findings obtained from our engagement with SME businesses on the provision of information
and assistance to businesses, Business SA makes the following recommendations:

1. Develop Tariffs Information Pack targeted to SMEs. SME businesses would benefit from key industry
bodies such as Business SA, ideally with the support of SAPN, putting together an information pack with
coverage of the proposed tariff reforms, their implications (both positive and negative) to SME businesses,
steps businesses can undertake to understand how this might impact them, and opportunities to improve
the management of their demand. This information pack should be highly visual and use layperson
language, and can be used for developing materials such as brochures, fact sheets and case studies, as
well as for use in the delivery of workshops/seminars.

2. Develop ‘tariff calculator’. The AER should consider funding for a ‘demand tariff calculator’ for SME
businesses developed through either SAPN or Business SA, to provide businesses with the means of
assessing the impact of the tariff reforms on their business (and what type of impact, either positive or
negative, might upgrades or demand-improvements have on their overall cost position); this tool could be
publically accessible by all businesses (and potentially hosted by organisations such as Business SA).
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3. Establish a one-on-one assistance program for SME businesses. The AER should consider funding
for Business SA and key industry associations like the South Australia Wine Industry Association to
establish one-on-one assistance programs for their membership, providing businesses with the means of
accessing support from experts to both assess the impact of tariff reforms on their business, and
identify/implement demand management improvements.

Appendix A: Summary of Industry Stakeholder Responses (by
Industry Sector)
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SME Business interview questions

Section 1: Understanding business’ current electricity position
How does your business procure its electricity needs?

What percentage of input costs does electricity represent?

Does your business have a smart meter? If not, have you been approached to install a smart meter?

Over which months of the year is your energy consumption at its highest?

Over which time of the day do you think your energy consumption is at its highest? l.e. 12pm — 4pm 4pm — 9pm 9pm — 7am 7am — 12pm

Do you think your energy consumption will be increasing or decreasing over the next 3 years?
Section 2: Understanding the possible impact of tariff reforms on business’
Where you aware of SA Power Networks proposed transition to cost-reflective tariffs prior to this program?

What do you think of SA Power Networks proposed cost-reflective tariffs?

What issues does your business face in moving to a cost-reflective tariff?

Do you think the proposed transition peak-demand period is appropriate for your industry sector?

What price would your business be willing to pay for the installation of a smart meter to better understand their electricity costs prior to transitioning to cost-reflective tariffs?

Would your business be prepared to opt-in to a cost-reflective tariff without first installing a smart meter to better understand your energy use?

By how much do you think these tariff reforms will either increase or decrease the cost of your electricity bills?

Do you have access to the appropriate amount of information to determine what kind of impact these reforms may have on your electricity bills?
Section 3: Understanding the ability for the business to adapt to tariff reforms
What options are there for your business to manage the move the move to cost-reflective tariffs in order to offset rising costs?

Does your business have solar PV installed? If solar is installed, does it have storage to offset consumption outside of daylight hours? if no storage is installed why not? If
solar is not installed, would your business consider solar (with or without storage) to offset grid electricity consumption?

If the move to cost-reflective tariffs leaves you with a higher overall electricity cost are you able to pass this cost onto your customers?

How long do you think it would take the business to make the appropriate changes to its operations in order to manage the move to cost-reflective tariffs?
Section 4: What assistance might businesses require

What assistance would be of most help to businesses in each sector in transitioning to cost-reflective tariffs?(i.e. expert advice on improving load factors and shifting loads or
installing peak shaving equipment.)

Who would the business prefer to go to for advice on managing move to cost-reflective tariffs? (i.e. private consultant, SA Power Networks, Business SA or industry
association such as SA Wine Industry Association, State Government, Federal Government etc.)
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