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Review of the effectiveness of the Synergy regulatory scheme - 2025 

 

Alinta Energy appreciates the opportunity to provide feedback to inform the seventh review of the 

effectiveness of the Electricity Generation and Retail Corporation (EGRC) regulatory scheme.  

 

We consider that the buy-spread mechanism is not fit for the purpose in maintaining Standard Product 

pricing discipline considering that it could be as high as 35% under the current arrangements and is driven 

by forecast error, which has increased with market reforms. In this context, and with the likelihood of 

Synergy becoming a net buyer, we provide the following options to ensure the EGRC scheme applies 

appropriate pricing discipline.   

 

1. Standard product pricing should reflect Synergy’s marginal cost of providing those products 

and not create substantial losses in its upstream business units that mirror results in its retail 

performance. 

This principle is essential to ensure consistency, transparency, and fairness in the WEM. Standard 

product prices that fall below Synergy’s marginal cost of providing these products risk distorting market 

signals and undermining competition. As Synergy transitions toward becoming a net buyer of electricity, 

it will naturally benefit from downward pressure on wholesale prices. This shift reinforces the need for 

pricing discipline to prevent strategic underpricing that could disadvantage other market participants 

and suppress investment signals. The relative performance of Synergy’s business units may also serve 

as a potential indicator of underpricing – for example, losses in its upstream business units that mirror 

results in its retail business. This should be considered when reviewing the appropriateness of standard 

product pricing.  

 

 

 

To ensure the EGRC regulatory scheme remains effective and fit-for-purpose, Alinta 

Energy provides the following options for the ERA’s consideration: 

1. Standard product pricing should reflect Synergy’s marginal cost of providing those 

products and not create substantial losses in its upstream business units that mirror 

results in its retail performance. 

2. To provide transparency, the standard product pricing methodology should be 

published. 

3. Regular independent validation of the pricing of standard products should be 

introduced if the pricing methodology continues to rely on forward price forecasts. 

4. Conduct and impact tests should be implemented to detect any underbidding and 

market distortion. 

5. Introduce a relative business unit profitability test to enable effective monitoring of 

internal pricing fairness. 




