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w CUAC is an independent consumer advocacy organisation
A which ensures the interests of Victorian electricity, gas and

m
C u HC water consumers especially low income, disadvantaged,

Consumer Utilities  rural and regional, and Indigenous consumefs are
Advocacy Centre

effectively represented in the policy and regulatory debate.

CUAC believes all Victorians have a right to:

affordable and sustainable electricity, gas and water

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

not be disconnected from electricity, gas and/or water due solely to an
inability to pay

Melbourne Victoria 3000 CUAC:
P: 1300656 767 or § Provides a voice for, and strengthens the input of Victorian utility

(03) 9639 7600
F: (03)9639 8966

E: info@cuac.org.au §

W: www.cuac.org.au

CUACQ b The CUAC Quarterl

consumerd particularly low income, disadvantaged, and rural and
regional consumer8 in the policy and regulatory debate

Initiates and supports research into issues of concern to Victorian utility
consumers, through ifhouse research and building the capacity of
consumers through its Grants program

Investigates and responds to systemic issues affecting Victorian
consumers in the competitive electricity and gas markets and with regard
to water.
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The latest on smart meters

Caitlin Whiteman, Policy Advocate

Victoriads smart

to dominate the policy and regulatory
agenda in energy. CUAC is working on
a number of fronts to secure the best
possible outcomes for consumers. Here
we detail two current priorities.

Smart meters regulatory review
On 3 February 2010, the Victorian Minister for

Energy and Resources, the Hon. Peter Batchelor,
instructed the Essential Services Commission to
conduct a full regulatory review of smart meters, in
light of new pricing structures, to ensure vulnerable
Victorian are not disadvantaged by changes. The
review has examined issues including customer
information, data access and data security.

In July the Essential Services Commission released its
draft decision on the review, taking into account
many of the issues raised by consumer advocates.

CUAC is particularly pleased with draft changes to
the guideline on
Under an amended guideline, retailers would need to
help hardship program participants to choose and
continue on the most cosffective tariff for them,
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based on their individual behaviour and
circumstances. Given the complexity of navigatipng .the
re[laipmgrket,rClS)A!: sluppor S i%cfegseg agsi][aggel forr1
consumers to choose the best tariff. We will be

voicing support for changes such as these, as well as
highlighting areas of continuing concern, in our

submission on the draft decision.

Consumer information & education
For some time, CUAC has been highlighting the need

for appropriate consumer education and information
in relation to the rollout of smart meters and the
introduction of timeof-use pricing. Work is now
under way on CUACOGs smart
project. A on-line survey of community agencies
provided preliminary data about the information
needs of community and business, and about the
most appropriate delivery channels for this
information. CUAC has also held two successful
community sector information forums, which have
further built on our understanding of the issues (see
this edition of the Rural and Regional Network
Newsletter for more detail on the Bendigo forum).
CUAC is now in the process of preparing a report on

m

retail eryg@rojdct tdtife DEphritnbnt di Brim&hySidtilisfiesP O | |

The report will recommend strategies to inform
consumers about how to make the most of the
changes associated with smart meters.
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Helplng energy
consumers do the maths

Deanna Foong, Senior Policy Officer the next. In our work with consumers and their
representatives, we hear that consumers are
frustrated that in order to find a better deal for this

While some consumers have taken the

opportunity to seek cheaper offers in homogenous product, they must compare an
Victoriads compet i tamavngaragohcomkles dffefs. The difeesy ar e
often overwhelmed by choice and themselves are then accompanied by fine print, often

incomprehensible to the ordinary consumer, detailing

complexity. This complexity is set to terms and conditions.

deepen when timeof-use tariffs come

. . Not only is this an information asymmetry that limits
into play. As the Australian Energy y Y i

consumersod6 ability to make
Regulator develops retail information imposes significant search costs (a transaction cost),
pricing guidelines and the Essential thereby reducing the attractiveness of changing

retailer. These transaction costs and information
asymmetries are a threat to the competitiveness of
markets.

Services Commission conducts its smart
meters regulatory review, CUAC is

pushing for the best information for
For these reasons, CUAC strongly supports the

CONSUMES. development of options that reduce both the
information asymmetries and transaction costs that
From a small consumer perspective, energy is a are a feature of the current energy retail market. We
homogenous product, meaning that the energy believe that appropriate regulation, including price
received from one retailer is indistinguishable from disclosure guidelines, can enable the more
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competitive functioning of markets. For consumers to information can be directed to other, more
fully realise the benefits of retail market competition, comprehensive, resources.

they need free access to pricing information,
presented in a manner that allows easy comparison
across energy retail offers.

1 Pricing information should be transparent, with

fixed charges and consumption charges

differentiated.
In our contribution to the recent smart meters
regulatory review, CUAC disagreed with the Essential T Research with consumer focus groups is
Services Commission view t heas?ntiab Thl§ Beseﬁrghgrptgdrd?t?{rpiqe\pogv and
standardised informationé Hpgog;natg)%og relaaﬁa% gisgor“rgsr pgoduct
choosing a suboptimal retail offer. CUAC believes vouchers, loyalty schemes and fees should be
that the ESC should continue to be prescriptive on the listed s0 that consumers are best able to compare
presentation of pricing information, requiring it to be offers.
provided in a manner which allows easy comparison q
by customers. Consumers need simple mechanisms,
such as a template, to receive pricing information
when they seek price savings. CUAC supports
retaining a template to help consumers compare their
current energy contract with other available offers. 1 Governments and regulators have a
responsibility for increasing consumer
understanding of energy. Pricing information
should, where possible, help to build energy
literacy in the community.

Il I nf of mation i S 61 ayer edficing ihibrfiatidh Bisclbstire Bufit ArGuhdtrse
information tool should be easily understood by inciples stands the best chance of encouraging and

all consumers and allow informed choice to be  pojhing consumers to seek out the best energy deal.
made. Those who require more detailed

Standardisation must be a feature of any price
disclosure regime that is adopted. Customers
must be able to compare likdor-like if price
disclosure is to be meaningful.

There are some key principles which should underpin
development of pricing information presentation
options. CUAC has suggested that:
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Heading in the right direction

the AER distribution price determination

In the 2011-2016 distribution price determination,
the five Victorian distribution businesses had argued

In a promisina step. the Australian that due to ageing of the Victorian distribution
P 9 P, network, significant investment was required to

Energy Regulator (AER) has rejected the maintain service standards. Collectively, the five
substantial increases to electricity distribution businesses had proposed capital
distribution charges that had been expenditure increases over the five year period of 66

] per ¢ent, as well as operating expenditure in eases
proposed by Victor f ¢ " g)a

oiasé)pé cent oh e\ﬁlsﬁng iels. Srdesk icr

network businesses in its recent draft would have seen customers paying between 1046
decision. per cent more for use of the distribution network in
the coming regulatory period.

David Stanford, Policy Officer

AER role in price setting

The AER is responsible for regulating the revenue
requirements and prices charged by distribution
networks in the eastern states of Australia.
Distribution networks are monopoly businesses and,
in the absence of price regulation, would earn
supernormal monopoly profits. Given this, every five
years, the AER is tasked with establishing the efficient
level of revenue for each distribution business to
operate its network, given a set of regulated service
standards. The AER makes its determination in
response to regulatory proposals put to it by
distribution businesses in the year before the new
regulatory period commences.

However, in its 988 page draft decision, the AER

rejected these large increases, having analysed in

great detail the proposals put forward by each

di stribution business. oT
network expenditure are not justified when you

consider the fundamental characteristics of the
Victorian distribution net:
Chair, Mr Andrew Reeves.

Implications for consumers

While the draft decision is a positive for consumers,
the AEROGs final deter minat
October. In the meantime, stakeholders, including
distribution companies, still have the opportunity to
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