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CUAC is an independent consumer advocacy
organisation which ensures the interests of Victorian
electricity, gas and water consumeifisespecially
C U HC low income, disadvantaged, rural and regional,
Consumer Utiliies  @nd Indigenous consumers are effectively
Advocacy Centre represented in the policy and regulatory debate.

CUAC believes all Victorians have a right to:

ﬂ affordable and sustainable electricity, gas and water

Published by

ﬂ have their interests heard in policy and regulatory decisions on
electricity, gas and water

ﬂ not be disconnected from electricity, gas and/or water due solely Consumer Utilities Advocacy Centre Ltd.
to an inability to pay Level 2, 172 Flinders St
Melbourne Victoria 3000
CUAC: P:(03) 9639 7600
ﬂ Provides a voice for, and strengthens the input of Victorian utility E: (03) 09639 8966

consumer8 particularly low income, disadvantaged, and rural

and regional consumers in the policy and regulatory debate E: mfo@cuac.org.au

W: www.cuac.org.au
ACN: 100 188 752

ﬂ Initiates and supports research into issues of concern to Victorian
utility consumers, via both ithouse research and external
research funding delivered through the Research and Advocacy
Program

ﬂ Investigates and responds to systemic issues affecting Victorian TO SUbSC”be 1‘0 PO WER +|M4 TER, WS/I the
consumers in the competitive electricity and gas markets and with Website al, WWW.CLIAC. Ofg. au
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Flexible pricing is coming
Will consumers be ready?

With the roll-out of smart meters nearing high, it creates an incentive for consumers to lower
completion, Victoria is soon to see the their usage at oOpeakd ti me
widepread introduction of flexible pricing. The build expensive infrastructure that is needed on only
success or otherwise- of this reform will a few days each year.

depend on whether consumers are informed For flexible pricing to be effective, then, consumers

and engaged. need to know about it and to understand how to
respond. This means that a strategy for engaging,
Flexible pricing and consumers informing and educating consumers is an essential
component of the overall flexible pricing policy

Flexible pricing is a way of pricing electricity so that
the price varies at different times. The price might
change at different times of the day, on different days Evyolution of the Victorian roll -out
of the week, or by season. A more radical type of
flexible pricing occurs where the price is set
6dynamicallydé in |line wit
in advance of a day when demand is anticipated to

be especially high.

framework.

I n the early years odut, Vict
CUAC Was concerned that a neaexcluswe focu.hs on

/] Ind opdittianat defaif feant that
tethnical an operationa defails eant
consumer protection and engagement issues were

j

being neglected. Gover nmen:
Flexible pricing is not entirely new: types of flexible program saw a welcome shift towards a greater
tariff have existed for some years, and in Victoria, consideration of consumer issues.

around 12 per cent of residential consumers are As part of this review, the Department of Treasury

already on a tariff with different rates at different . .
times. For example, some atlectric homes have an and Finance engaged Deloitte to carry out a cost
' bi€, benefit study of the the rolbut, and to identify ways

electric hot water service that heats overnight and is
, ofi mcxeasm net consumer enefit. The Deloitte
chargedatanoffpeak rate. Vict-or]| H r o

eavy emp asis on consumers,

. . feview place
out of smart meters to all residential and small
. arguing that consumer engagement would be critical
business consumers means that usage can be L ; .
. : _ to the realisation of potential benefits from the
measured in hakkhour intervals, paving the way for

the wider implementation of flexible bricin investment in smart meter infrastructure. It
P P 9 acknowledged that a lack of effective consumer

The goal of flexible pricing is to make more efficient ~ engagement would be a key risk the economics of the
use of capacity in the electricity system. Because program. Indeed, its calculation of likely costs and
flexible pricing means paying more when demand is  benefits was premised on the assumption that
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government would lead a significant, immediate and
sustained consumer engagement program, starting
from late 2011.

Responding to the findings of its review, the
government decided to continue the smart meter roll
out, making some changes to the program. This
included the decision to delay the introduction of
flexible pricing until at least 2013, allowing more
time for consumers to learn about their options.
Government also decided that, at least initially,
flexible pricing would be voluntary, with consumers
able to choose to remain on a flat tariff.

Introducing flexible pricing

While details of the flexible pricing implementation
are still being finalised, the Victorian Government has
made some key policy committments about how
flexible pricing will be introduced.

Firstly, moving onto a flexible tariff will be voluntary:
flat tariffs will continue to be available and retailers
wi || need to obtain a co
consent before moving them onto any flexible tariff.

An independent consumer information and price
comparison website will be made available to help
consumers work out whether a flexible pricing offer
will be appropriate for them. This portal will enable
comparison on the basis
consumption data (where available). Retailers and
distributors will support this process by ensuring that
customers can access their consumption data at no
charge.

Some distributors and retailers have also developed
smart meter compatible online portals, such as

J e me Eledyisity Outlooke nd Or i gi n
Energy Smartwhich enable consumers to explore
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their usage data.

For consumers without internet access, other tools
such as IRHome Displays (IHDs) will be a better way
of accessing and understanding redime usage data.
CUAC understands that there are several IHDs
currently on the market. One of these has been
accredited through the Victorian Energy Efficiency
Target (VEET) scheme (the Energy Saver Incentive),
meaning that they will be available to some
consumers at a subsidy.

To encourage consumers to try flexible pricing, the

Government has committed t
during which a customer cali
tariff with the same retailer, if they choose to do so,

without being charged an administration fee.

Monitoring and cooperation

I n CUACOGs Vvi ew, these basi

with efforts to educate and inform consumers, lay the
groundwork for a potentially successful introduction
rokflexible priiryg. expl i cit infor med

The opportunity to choose between flat and a flexible
tariff, to access accurate price comparison tools, and
to try flexible pricing with minimal risk should mean
that consumers are more able to make decisions that
are in their interests and adjust to this major reform.
OA]': thetsebm% timce,othrza ?ntl#oH]u%ti%noo? erxcl)bIV(\e/ Bricing
will add another layer of complexity to an already
complex system. In the past, we have seen how
problems with things like billing system changes and
switching processes have caused headaches for
consumers. Retailers, government, regulators and
consumer groups will need to be willing to work

E nagethgntadnwonitor, identify and resolve any

problems that arise during this critical transition
period.
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Announcing
Over several years of involvement in smart meter
issues, CUAC has been advocating for consumer
information and education initiatives to accompany
the rollout of this new technology and the
introduction of flexible pricing.

With its Switch Oncampaign and website
(www.switchon.vic.gov.au), launched in 2012, the
Department of Primary Industries (DPI) has been
developing and disseminating simple information and
tools to help consumers understand their energy use
and costs, as well as the coming introduction of
flexible pricing. CUAC and other consumer groups
were consulted in the development of the Switch On,

and wedve been pleased wi
Reaching low -income and disadvantaged
consumers

To complement generalist campaigns like Switch On,
CUAC has also argued that information and
education initiatives need to include specific activities
targeted at lowincome and disadvantaged
consumers. In 2010, with funding from DPI, CUAC
conducted research investigating what information
these groups need and how it is best conveyed. This
led to discussions between CUAC and DPI about how
community organisations could be supported to
deliver information, education and support on energy
issues, including flexible pricing, to vulnerable and
low-income consumers.

DPI has decided to address this area of need by
setting up an Energy Information Fund. The DPI
Energy Information Fund will support community
organisations to develop and deliver energy
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ener gy consumer e
education targeted at lowincome or disadvantaged
consumers.

What CUAC will be doing

DPI has approved a proposal from CUAC to support

the Energy Information Fund. Broadly, the CUAC

project will:
Develop and support a network of community
organisations engaged in energy consumer
educati on, including app
Information Fund,;
Build a coordinating website and resource hub
for these organisations (which will house, wor
among other things, outputs of funded
projects);

i Develop some baseline materials (on

understanding energy, choosing an offer, smart
meters and flexible pricing) that other
community organisations can adapt and deliver
to their clients;

Keep the community sector abreast of energy
sector developments that are relevant to
consumer education activities; and

Help DPI to implement the fund with advice,
promotion, and assistance to applicants.

Where relevant, we are keen to draw on the
knowledge and expertise of other stakeholders in
delivering this project. If your organisation is
interested in being involved, please contact the
Project Manager, Caitlin Whiteman, on 9639 7600.
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Energy Consumers Australia

Since the signing of the Australian Energy
Market Agreement by all Australian
governments in 2004, energy in Australia has
seen extensive legislative and regulatory
reform. Consumer representation produces
better and fairer outcomes, and CUAC has
worked hard to represent Victorian consumer
interests in these processes. At the same time,
wedve been advocating
of national energy consumer representation.

Advocacy models research

Together with colleagues at the Consumer Action Law
Centre, the Public Interest Advocacy Centre and the
Queensland University of Technology, in 2010 we
supported a Consumer Advocacy Panélinded (CAP)
research project exploring different models for

national energy consumer advocacy. The researchers,

Gordon Renouf and Polly Porteous, sought the views
of all of the major advocacy and welfare bodies
across Australia about the need for consumer
advocacy and the best way of delivering it. Findings
and recommendations were detailed in the report
Making Energy Markets Work for Consumerd The
Role of Consumer Advocacy

In early 2012, the four agencies sponsored a
workshop to take the
further. CEOs from all of the Energy Roundtable
participant agencies were invited, as well as
representatives from regulatory and government
departments. The group reached general agreement
about the kind of advocacy model that was needed,
but recognised that more work was needed to
develop this into a fully scoped proposal.
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Energy Consumers Australia proposal

Again with funding from the CAP, the four agencies
were joined by the Australian Council of Social
Services and the Alternative Technology Association
to develop this proposal. Fiona McLeod (previously
Energy and Water Ombudsman (Victoria)) facilitated
the independent selection of a national working

group which developed the objectives, activities and
sifugiuye ofg Rodyavhich eudietfeciively adfisease |

current gaps in national energy consumer advocacy.

The Energy Consumers Australia (ECA) proposal was
supported by most groups currently involved in
energy advocacy nationally, and put to the

November 2012 meeting of the Standing Committee
on Energy and Resources (SCER). Although SCER did
not accept the proposal, in January 2013 its Energy
Market Reform Working Group announced that
expert advisors Dr John Tamblyn and Mr John Ryan
would develop a proposal for a National Energy
Consumer Advocacy Body for SCER consideration.
The expert advisors issued a background paper,
consulted with stakeholders around Australia and
also issued a draft decision paper.

With other partner agencies, CUAC has played a key
role in advocating for the ECA and responding to
additional issues raised by the advisors. They, in turn,

r e p ocaretdu $o retease theain papan shartty,iandwil

present their findings to the SCER in May 2013. With
the need for national advocacy now acknowledged
by government, regulators and consumers alike, we
are hopeful that an effective, properlyesourced
national energy consumer advocacy body will soon
be up and running.
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The Essential Ser vi c e shoustholdsmie slentified and ssippafted.S C )
Draft Decision on the 20132018 Water Price

o However, these measures alone will not be enough.
Review included some good news for

CUAC has joined with the Victorian Council of Social

Melbourne consumers. Services (VCOSS) and the Consumer Action Law
S o Centre (CALC) to call for a review of the water
Minimising the price increase concessions framework. Currently, the water

In the water plans submitted to the ESC for approval, concession is capped at $277.04 for water and
Mel bourneds water busi ne ssewage sdivices, apdr$b3g.o24oeadsinglesserndgce

price increases, averaging around 35 per cent, for (such as waterfi an amount that is unlikely to absorb
the 2013-2018 period. In large part, these proposed  the price increase for some households. CUAC

price increases were driven by the set costs of provided a grant to VCOSS to analyse the water
managing and maintaining the desalination plant. pricing proposals and concession issues, and we will

continue to work with VCOSS to advocate for

Nevertheless, the ESC in its Draft Decision identified concessions reform.

some areas in which Yarra Valley Water, City West
Water and South East Water could reduce their costs. Capital expenditure

If carried through to the final decision, these cost In a joint submission to the ESC with CALC, the
reductions should bring the overall price increases

Financial and Consumer Rights Council and
down to around 25 per cent.

Community Information and Support Victoria, we

Help for those in hardship argued that the cost of expensive capital investments
Despite this scaling back, price increases will still be  should be borne by those consumers who derive
substantial and have a disproportionate impact on benefits. Although Melbourne Water considered

low-income households. Throughout the price review charging desalination plant costs over the 5Qear life
process, we have argued that water businesses must

give more consideration to how increases will impact
on customers, putting in place more measures to
ensure that customers can maintain access to supply.

of the asset, this was rejected in favour of a 2year
recovery period. We asked the ESC to closely
examine the basis for MWG8s
Decision, the ESC has asked Melbourne Water to

revisit and consult on this issue before-mibmittingi

a decision we strongly support.

CUAC thereforewelcomes the ESC's proposal that
water businesses to spend up to $5 million to better
support customers in hardship. We ar&een to work
with water retailers to look at how they can best
target their programs.Water retailers should also
review their customer contact centre resources and
staff training procedures to make sure struggling ultimate outcome is in the long term interests of
consumers.
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CUAC is keen to work with all parties to ensure that
the issues are articulated and discussed, and that the



