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Potential Model – New pricing structure for electri city supply including a progressive tariff 
for KwH and a variable charge depending on size of Photovoltaic (PV) installations 
 
As a result of the research conducted the EWG has put a proposal to the Minister to consider a possible 
pricing structure including the following elements: 
 

1. Fixed charge – meter lease/read 
2. Fixed charge – PV reticulation charge 
3. Variable tariff – usage in (Kilowatt hours) KwHs depending on amount used 
4. Variable rebate – pensioners/low income earners – rebate in the KwH tariff  
5. Ad hoc charges – various fees such as connection/disconnection/re-read/query  

 
How would the proposed meter lease/read charge be w orked out? 
 
This is a charge to supply/maintain and read the meter.  The meter and meter box are the property of 
Norfolk Island Electricity (NIE) and are leased to the property owner. There are several meter types 
available on Norfolk Island and the meter supply/read charge is partially based on these. 
 
Description Current charge Recommended options 
Meter read/supply to a one-phase 
meter – quarterly reading 

$2.00 $50 - $70 per reading 

Meter read/supply to a three-phase 
meter – quarterly reading 

$5.00 $70 - $100 per reading 

More frequent Meter reading– 
monthly reading/supply 

$15.00 Charge as per meter type for each reading – 
no ‘additional’ component as currently exists  

 
Why is the EWG recommending increasing the meter le ase/reading fee? 
 
The current fee does not meet the cost of the resources used (salary, motor bikes, fuel, administrative 
processes and other staffing on-costs) used in reading the meters let alone the costs of meter 
replacements. The newer style import/export meters cost over $1,000 each. Smart meters for non PV are 
also much more expensive than the old style meters. It would cost up to $1.5 million to replace all current 
meters to allow for time of day charging and variable feed in tariffs. Total meter replacement is outside 
current funding availability but the revised charges would help fund those replacements that will be needed 
in the short term.  
 
The existing “minimum charge” of $27/$30 would be rolled into this fee. Non PV consumers who are 
connected but use little power would see a small increase in their bill. This reflects the cost of keeping them 
connected, maintaining a level of reserve in the network and reading the meters. 
 
Mainland States and other countries usually charge a connection or supply fee that may range from 35c to 
over $3 a day. The fee often varies with the type and term or contract chosen and the other charges linked 
such as contract break fees. Typically this is of the order of 90c to $1 a day – or $80-$90 a quarter. 
 
Why is the charge for a three-phase meter recommend ed to be higher than for a one-phase meter? 
 
There is already a differential rate. Three-phase meters allow the supply of three-phase power which is 
required if you are operating machinery or have a heavy/variable demand on power. The cost to purchase 
three-phase meters; and the cost to service a network connection using three-phase power are both 
greater than that of one-phase. Larger/variable power users have a greater impact on the grid. Larger 
power users also increase the amount of spinning reserve (spare capacity in case all users turn power on 
at the same time) that must be maintained, increasing infrastructure costs. 
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Why is the EWG recommending the same charge for mon thly and three monthly meter reading 
instead of a higher monthly fee as is currently the  case? 
 
Under current arrangements the higher fee applied each month helps meet the cost of time and resources 
for staff to attend the relevant premises. Readings outside the three monthly cycle are more expensive to 
conduct but are required for high value accounts to ensure sufficient revenue to meet supply costs. By 
increasing all meter readings to reflect the true cost of delivering that service and applying that fee monthly 
there will be no need for an additional higher charge. 
 
What is the recommended fixed charge for PV reticul ation? 
 
The EWG has proposed a quarterly fixed charge for PV reticulation on each connection, based on a 
percentage of the size of the array installed on that connection. This suggestion has also been made by 
community members. The EWG recommends a quarterly charge within a range of 10% to 20% of system 
size.   
The most common system sizes on Norfolk Island are 1050W followed by 2280W.  The associated 
reticulation charge for these would be between $105 and $210 (for 10% to 20% PV reticulation fee on a 
1050W system) and between $228 and $456 for 10% to 20% PV reticulation fee on a 2280W system.  
 
What is the recommended PV reticulation fee intende d to cover? 
 
A PV reticulation fee would cover the cost of keeping PV powered premises connected to the grid. It helps 
with the cost of the necessary infrastructure to keep the grid stable. PV power is variable in nature and 
increases the difficulty of managing supply across the entire network.  
Many small PV connections increases the amount of maintenance, staffing, transformers and a variety of 
other maintenance and infrastructure items just to keep the grid running. 
Large installations on the same transformer also adversely impact other PV installations in the same area. 
This occurs when the input from one or more installations exceeds the maximum allowable voltage and 
individual inverters may shut off with an individual losing generating capacity. Funds from a PV reticulation 
fee could be spent to help redress these problems. 
These costs are largely being indirectly borne by non-PV connected consumers who do not benefit directly 
from PV power. 
 
Did the EWG consider the owner’s costs in installin g the PV array? 
 
Yes. Some average costs of installing PVs over the last few years were examined to ensure that the cost of 
installing PV has been (or will shortly be) recouped by way of reduced electricity bills. Privacy constraints 
limited the ability to target individuals, but as part of the feedback we will be seeking information on this if 
consumers choose to share it. Samples covering a range of scenarios and including the various rebates 
were calculated and compared using the Solar Monetary Calculator in use when PVs were installed.   
The monetary return for a 1050W system is estimated at $984 per annum and the return from a 2280W 
system is estimated at $2,140 pa.  
 
Does this take into account all situations? 
 
With current technology available on Norfolk Island and the lack of smart metering it would be too complex 
to calculate the exact amount of solar gain from each separate property. A conservative estimate based on 
a less than optimal placement was made to be as fair as possible to all those who installed PV. Some 
installations may generate more than the estimates. 
 
What KwH tariffs has the EWG recommended? 
 
The EWG has recommended a variable tariff for electricity in Kilowatt hours (KwHs or units) that increases 
with the amount of units used. This is consistent with practices in a range of other states and territories. 
This is called a ‘progressive’ tariff. 
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The recommended tariffs to the user have been worked out at a variable rate as below: 
 
Quantity of KwH used in a billing period Recommende d KwH charging options 
For the first 499 KwHs in a billing period Somewhere between 55c and 60c per KwH 
For the next 500 KwHs, ie 500 to 999 KwHs in a 
billing period 

Somewhere between 60c and 65c per KwH 

For the next 4,000 KwHs, ie 1,000 to 4,999 KwHs 
in a billing period 

Somewhere between 65c and 70c per KwH 

For the next 10,000 KwHs, ie 5,000 to 14,999 
KwHs in a billing period 

Somewhere between 70c and 75c per KwH 

Note: the current (cost recovery tariff of .71c per KwH for purposes should have been increased to 74c 
in September 2013 – the suggested price in this range represents the actual cost of providing diesel 
generated power 
For the next 10,000 KwHs, ie 15,000 to 24,999 
KwHs in a billing period 

Somewhere between 75c and 80c per KwH 

For supply over 25,000 KwHs in a billing period Somewhere between 80c and 85c per KwH 
New tariff for separately metered air conditioners  

For usage between 10 am and 4 pm only 25c to 35c per KwH 
 
Why is the suggested new tariff only for air condit ioners? 
 
This measure is targeted at new demand  to help resolve issues of too much PV power in the middle of the 
day which is ideal for air-conditioning in commercial properties. The new tariff could be made available for 
separately metered air conditioners during the period of peak PV production from 10 am to 4 pm only. This 
will require a separately wired and time operated meter. The meter would be read at the same time as other 
meters on the premises and the tariff would cover the meter reading fee. The reduced tariff would be 
available even if it is not a sunny day. Solar credits could be transferred to this account. Private home 
owners may also wish to install air-conditioning and are included in this measure, remembering that the 
discounted rate would only for usage between 10 am and 4 pm. 
 
Some of these tariffs are less than the cost to gen erate power by diesel. Can we afford to sell 
electricity for 20c below what it costs to produce?  
 
No we cannot, however approximately 15-20% of usable power is estimated to be currently supplied by PV 
panels. Whilst this appears to be ‘free’, the cost to NIE for this power is roughly equivalent to 50% of the 
amount drawn back by PV users when they use electricity at night-time and the associated reticulation 
costs. The modelling that has been done shows that this level of tariff will cover costs, provided 
infrastructure costs are covered by a PV reticulation and increased meter leasing charge.  
 
The EWG is required to look at a more equitable split between the contributions made by various segments 
of the community. Any increase in reticulation and fixed costs to cover infrastructure costs is expected to be 
partially returned to the community with a reduction in supply costs for the average householder who does 
not currently benefit from solar, especially those on lower incomes or with modest usage.  The quantum of 
the expected return will depend on how much money is required for battery storage, how much for 
infrastructure replacement more generally and the need to allow for inflation in fuel costs.  
The diesel component of tariffs will inevitably increase over time, unless a storage solution is installed as 
diesel has been increasing at an average of 22% per annum over the last 14 years (323%). The ‘payback’ 
period for battery storage will shorten as diesel costs increase, progressively allowing for further reductions 
in tariffs for usage. 
 
The proposed fee structure also caters well for possible increases or decreases in population, maintaining a 
similar level of charge to consumers and net revenue after paying for fuel regardless of population changes. 
The current fee structure does not do this well with an ever decreasing amount of money for essential 
works. 
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Why has the EWG recommended a higher tariff per KwH  for large users?  
 
The higher tariff is part of a sliding scale and only applies after the consumer has exhausted supply at a 
lower cost. Various models were considered including making it cheaper the more KwH are used. That 
would have caused much greater increase in tariffs for smaller households and pensioners. Such a tariff is 
called a ‘regressive’ tariff’. 
 
Not only does a regressive tariff generally give greater benefits to those who are better off, thereby 
increasing the divide between the well off and the less wealthy, it also does not reflect the costs of 
increased infrastructure needs to service larger consumers.   
 
The large consumers require NIE to maintain a larger capacity to generate diesel power to meet peak 
demand (ie the highest amount that might be required at any time). Many other electricity suppliers impose 
a higher fixed or variable charge to commercial customers to help fund this. 
 
Research has shown that ensuring peak demand can be met accounts for a disproportionate amount of 
most electricity generator’s budget. 
 
How much could be raised by these changes? 
 
That depends on the exact fees chosen after consultation.  
Based on the recommendations listed above and the actual meter readings and connections from the four 
quarters June 2012, September 2012, December 2012 and March 2013 the following estimated additional 
revenue could be raised. 
 
Estimated revenue increase If a 10% PV reticulation fee 

were charged 
If a 20% PV reticulation fee 
were charged 

If the tariffs set are at the Lower 
end of the range for each KwH 
tariff  

Up to $390,000 per year Up to approx $960,00 per year 

If the tariffs set are at the Higher 
end of range for each KwH tariff 

Up to $600,000 per year Up to approx $1,150,000 per year 

 
Please note that as there is a sliding scale of fees the totally potential revenue gain doesn’t simply double if the PV 
reticulation fee is doubled 
 
What would the likely impact be on my bill? 
 
As above that depends on the exact fees chosen. It will also depend on whether or not you have PV 
installed and the amount of electricity you consume. 
 
Based on the recommendations listed above and the actual meter readings and connections from the four 
quarters June 2012, September 2012, December 2012 and March 2013 the median impact on users is 
estimated below.  
 
The intention is that minimum reading consumers would pay slightly more to cover connection costs, 
average to large consumers would pay less, pensioners would pay slightly less and PV connected 
customers would pay an additional amount according to the size of their installation.   
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Quarterly impact Median difference  Median difference  
 If the lower range in KwH usage 

is chosen 
If the higher range in KwH usage is 
chosen 

Standard consumers –  
No PV installed  

Decrease of $16.55 per quarter Increase of $8.15 per quarter 

Pensioners Decrease of $17.62 per quarter Increase of $2.88 per quarter 
Very low or minimum fee 
consumers – No PV installed 

Increase of $26.85 per quarter Increase of $28.40 per quarter 

PV installed – if a 10% 
reticulation fee is chosen  

Increase of $249.00 per quarter Increase of $253.88 per quarter 

PV installed – if a 20% 
reticulation fee is chosen  

Increase of $463.63 per quarter Increase of $470.00 per quarter 

 
Does this mean the moratorium on future PV installa tions will be lifted? 
 
At present the existing PV contribution at the peak period of the day exceeds what Norfolk Island Electricity 
can handle. That is the main reason for the moratorium which remains in place for the time being.  Another 
reason is the current pricing structure where any further installations will increase the gap in revenue from 
diesel generated power, causing NIE to lose money. There are also concerns about what might happen if 
there are future fluctuations in island population which would impact demand and potentially supply. 
 
There are several conditions that would need to be met before the moratorium could be lifted. These 
include: 
 
• Some form of storage/retrieval system for the excess electricity generated to be in place and 

working effectively . 
• A fee structure that ensures that PV connected customers are not subsidised by non PV customers 

in relation to access to, and the use of, the grid. 
• A well planned and robust future renewable energy strategy that restricts individual renewable 

energy installations to a range set with reference to the maximum average amount a particular consumer 
has historically used in the past. 

 
As an interim strategy and in recognition that some PV connected consumers may wish to transfer part or 
all of their connections to another consumer, the moratorium could be partially lifted to the extent of 
allowing importation of any infrastructure required in reconfiguring and transferring PV panels to another 
consumer. Such transactions would need to be privately arranged with relevant approvals. 
 
Has the EWG recommended that some, or all, of the P V reticulation fee be set aside to pay for 
battery storage? 
 
Yes. Part or all of a PV reticulation fee and part of an increased meter reading/lease fee would raise some 
much needed funds to help pay for the costs of battery back up to store excess PV power. Costs for 
batteries start at about $1m for a 1 megawatt battery (1 MW or 1,000,000 watts) which would meet 
approximately 1/7 of that required for full  storage and retrieval each day.   
 
Each 10% of PV reticulation fee over a full year is estimated to raise approximately $400,000 or 40% of the 
cost of a 1MW battery.  
 
A $1million, 1MW battery, operating on a 30% discharge cycle, with a 27 year expected battery life would 
be expected to pay for itself in reduced diesel costs over a 9-10 year period depending on the battery type 
and other operating conditions. 
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Note: the Administration has not yet tendered for the supply of batteries and related storage infrastructure, 
due to a lack of funds, so estimates have been used in modelling these costs. Savings may be more or less 
than those envisaged. An expression of interest (EOI) for storage and generation solutions is another 
project the EWG is working on. 
 
How would we be sure the funds set aside for batter ies/infrastructure will not be siphoned off for 
other purposes? 
 
Section 19A and 19B of the Public Moneys Act 1979 allows for a Reserve Fund account to be set up for 
dedicated future purposes and from which moneys may only be paid for a purpose that the account was set 
up for. The EWG is proposing that such a fund to cover electricity infrastructure replacement is set up. The 
community needs to be confident that the Government and Administration act prudently and ethically and 
that these funds are set aside appropriately. 
 
There is also a requirement for Commonwealth oversight of certain financial transactions which offers a 
further safeguard. 
 
What has the EWG recommended in relation to pension ers?  
 
The recommendation is to maintain the existing pensioner rebate of 13c per KwH for private (ie non 
business) connections in the name of a Norfolk Island or Commonwealth pensioner. The EWG also 
suggests that others who have successfully sought a reduction in other Administration fees due to low 
income be afforded the same concession – e.g. exempt from Health Care Levy due to low income. It seems 
reasonable that a person who may have difficulty meeting one form of expense will face equal hardship 
meeting other expenses.  The budgetary impact is estimated to be low but it will improve affordability for 
those who may be finding it difficult to manage on a low income. 
 
What other changes to fees and charges have been re commended? 
 
There are a range of fees for electricity staff to attend connected premises for a variety of reasons including 
connection/disconnection/re-read/query etc. The recommendation is to simplify the call out fees by setting 
all fees based on an hourly call out charge for electricity staff – the current 3 fee units per hour for the first 
and each subsequent hour with a penalty of 50% for all work done outside electricity business hours. 
 
Are there any other changes proposed? 
 
Yes. The EWG has recommended imposing bonds for all new electricity connections to reduce the amount 
of revenue tied up in unpaid accounts when people leave the island.  
This would also include a bond on reconnections where the disconnection is due to accounts which have 
not been paid as they pose an unacceptable risk to revenue.  
 
Interest on all accounts over 30 days, cost recovery for debt recovery action and more timely 
disconnections are also recommended.  
 
These are not expected to raise much revenue because over 85% of electricity accounts are paid well 
within 30 days, but they are expected to change behaviour for those few customers who do not pay on 
time. These would significantly reduce the amount of work required to chase those who do not pay until the 
2nd, 3rd, or disconnection notice or those who are summonsed, causing expenses that are indirectly borne 
by all consumers. 
 
Do all members of the EWG agree with all of these p roposals? 
 
Broadly speaking yes there is agreement that some form of PV reticulation charge is needed to even the 
burden on the community between PV and non PV owners. There is also a need for reform to make usage 
fees cheaper, reflecting the power fed into the grid by PV. 
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There is also agreement that the current arrangements do not raise enough to cater for any emergencies or 
necessary upgrades. 
The lower range of 10% is recognised as being equitable. The higher range of 20% is not supported by all 
and is recognised as likely to not have much support in the community but has been included to 
demonstrate that this would help with the necessary revenue for infrastructure. 
 
Many other States and Territories and countries are encountering similar issues where the costs to service 
PV consumers are not being met within existing fee structures. Whilst some were future facing enough to 
impose ceilings or limits on the original offers, in many cases the demand far exceeded expectations and 
as a result new arrangements are being entered into. Consumers with PVs installed have been faced with 
reductions in the feed-in tariffs being offered and other changes such as caps on the amount of power that 
can be imported to the grid 
 
As in the community at large, there are always concerns and issues with any changes that may increase 
fees for some people and reduce them for others. On balance the EWG has sought to ensure that the 
recommendations produce an equitable and justifiable outcome with sound business impacts in mind. 
 
Has the effect of PV owners going off grid been con sidered? 
 
Yes. Some PV owners may respond to a reticulation charge by going off grid. The recommended fees 
however are estimated to be less than what it would cost the owner to do so and the impact is not likely to 
be large. Going off-grid requires the owner to bear the responsibility for supply when it is dark or the PV 
panels are not working. This scenario has been recently examined closely by CSIRO with the qualified 
opinion that there will only be a minor difference in costs to consumers to do this by 2050, although the 
modelling is subject to a great many variables. Norfolk Island’s situation may also be different. 
 
In response to this, to contain costs, if there is a consistent and large movement off-grid this may result in 
Governments and suppliers choosing not to supply certain areas in future, however this is not currently 
envisaged. 
 
How do I comment on this proposal? 
 
Please use the attached submission sheet to make constructive comments and suggestions. 
Your name and contact details are requested in case the EWG needs to clarify your comments and all 
responses will be treated confidentially. The email address for comments is EWG@admin.gov.nf  
 
Paper submissions may be posted or hand delivered to the EWG secretariat c/o Bella Wilson, 2nd floor New 
Military Barracks, Kingston. 
 
Please provide comments by 29 December 2013. 


