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The Victorian Government requires the electricity distribution businesses to install 
smart meters in all customers’ premises over the period 2009 – 2013. By 30 June 
2011, 25 per cent of customers are to have a smart meter installed, progressively 
increasing to 100 per cent by 31 December 2013.1   

The Essential Services Commission (the Commission) is reviewing the energy 
regulation for which it is responsible to ensure it continues to promote the interests 
of customers and provides clear obligations for distributors and retailers when 
dealing with electricity customers with smart meters.  

The implementation of smart meters has raised a number of issues for customers, 
which are not the responsibility of the Commission and will not be addressed in this 
review. In particular, the review will not be considering the costs of the meters or 
pricing and time-of-use tariff issues, except to ensure that customers are provided 
with consumption and pricing information that is transparent, timely and useful. 

The Commission currently oversees regulations that ensure information is provided 
to customers for a range of uses – to help them understand the nature of their bill, 
how much power they are consuming, how they can confirm their bill is accurate, 
and how to make choice of retailer in the competitive market.  

Customers will need this same information when their bills are based on time-of-
use tariffs. However, their bills will not be based on the manual meter reads every 
quarter, but on electricity usage measured and recorded every half hour. The 
information will be collected remotely by two way communications. In future, new 
technologies also will be available in the home to help customers understand their 
electricity usage more directly. 

In this review, we look at what information customers may need in the future as 
these technologies become operational. 

We are not proposing an overhaul of the regulations or of the regulatory 
framework. Rather, this review seeks to take account of the operation of smart 
meters in the Victorian market. We have reviewed all the current regulations 
against the following guiding principles – 

• the regulatory amendments will not limit or constrain the innovation that is 
available from smart meters and will continue to facilitate competition in the 
Victorian energy retail market 

• the regulatory framework assists customers to benefit from smart meters, by 
ensuring that consumption and pricing information is transparent, timely and 
useful 

                                                      
1 Victorian Government Gazette, No S 314, Tuesday 25 November 2008 
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• customers, particularly vulnerable customers, will continue to be protected by the 
regulatory framework 

• the financial costs of supporting new systems and processes are properly 
allocated between retailers and distributors, where appropriate.  

The Issues Paper canvasses a number of options. In some areas, we have 
proposed a regulatory amendment, where it appears straightforward. In other 
areas, we have posed questions or issues that are designed to assist the 
Commission to decide what regulatory amendments may be required. 

We ask interested parties to review the discussion in chapter 3 and Appendix A of 
this Issues Paper and to provide comments to us by 21 May 2010. Your 
submissions will directly inform our Draft Decision.  

 

 

 
Dr Ron Ben-David 
Chairperson 
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AEMO Australian Energy Market Operator 

AER Australian Energy Regulator 

AMI Advanced Metering Infrastructure 

CPP Critical Peak Pricing 

DB Electricity Distribution Business 

DPI Department of Primary Industries 

EI Act Electricity Industry Act 2000 

ERC Energy Retail Code 

ESC Essential Services Commission 

ESC Act Essential Services Commission Act 2001 (Victoria) 

ESV Energy Safe Victoria 

EWOV Energy and Water Ombudsman (Victoria) 

IMRO Interval meter roll out 

MCE Ministerial Council on Energy 

NEM National Electricity Market 

SCO Standing Committee of Officials 

TOU Time of use 

UoSA Use of System Agreement 
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Smart meters use digital technology to allow some new features to be associated 
with the metering of electricity. Smart meters measure and record the customer’s 
electricity usage each half hour and this information is collected remotely by two 
way communications. This information, as well as new technologies such as in-
house displays, can assist customers to better determine how and when to 
consume power in order to manage their bills.  

New features of the meters that are not available with the existing accumulation 
meters include the ability to remotely connect and disconnect power when moving 
house. This means that a technician will not always be required to visit the 
premises and will assist customers to be more quickly connected or disconnected 
on request and at lower cost.  

Smart meters also allow the distribution company to locate outages and restore 
power more quickly.2 

The regulatory framework overseen by the Essential Services Commission (the 
Commission) deals with many functions associated with the existing accumulation 
meters. These regulations apply to distributors, retailers and customers and are 
being reviewed against the new features provided by smart meters, consistent with 
the powers and functions of the Commission. 

���  �
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The structure of the National Electricity Market (the NEM), which includes Victoria, 
is complex, with a number of regulatory bodies responsible for different aspects of 
the market. This complexity will increase for a period as the energy regulation 
further transitions from state based regulation to nationally based regulation.3  

From 1 January 2009, the Australian Energy Regulator (AER) assumed 
responsibility for economic regulation of the electricity distribution businesses, 
including setting the distribution prices and charges. This includes setting the 

                                                      

2  More information about smart metering, its capability and the rollout can be obtained 
from the Department of Primary Energy (DPI) website at 
www.dpi.vic.gov.au/smartmeters or the national smart meter project website at 
http://www.ret.gov.au/Documents/mce/emr/smart_meters/default.html. 

3  When the national arrangements are complete the Australian Energy Market 
Commission (AEMC) will be the rule maker and the Australian Energy Regulator (AER) 
will be the regulator for distribution and retail functions. 
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metering charges to take account of the smart meter implementation for the period 
2009-2011.4 

Relevant to this review, the Commission’s current powers under the Essential 
Services Commission Act, 2001 (ESC Act) are:  

• Rule making for the Victorian distribution businesses, but not the enforcement of 
the rules or the economic regulation of the distribution businesses, 5 and 

• Rule making and rule enforcement for the Victoria electricity retail sector 
including the licences, codes and guidelines made by the Commission 
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In the monopoly distribution sector the regulation establishes power connection, 
quality and other technical standards, including some aspects of metering, as well 
as ensuring a customer’s right of access to the supply of power.  

In the retail sector, the regulation is designed to enhance competition and generally 
to promote the interests of customers in the provision of an essential service. 
Specific protections assist low income and vulnerable customers to maintain 
connection to supply.  

These regulations were put in place in 2002 when all customers became eligible to 
choose their energy retailer. They were designed for an energy market where the 
accumulation meters are manually read and information on electricity use is 
provided to most customers only on their quarterly bills. 

The Victorian Government requires the electricity distribution businesses to install 
smart meters in all customers’ premises over the period 2009 – 2013. By 30 June 
2011, 25 per cent of customers are to have a smart meter installed, progressively 
increasing to 100 per cent by 31 December 2013.6   

It is the new capability of the meters, for instance that metering data can be read 
daily, that connection and disconnections can be enabled quickly and remotely, 
that gives rise to the review. That is, the existing regulation may be considered 
ambiguous or no longer relevant when taking into account the operation of smart 
meters. 

The Commission is aware that the national regulatory framework will ultimately 
include protections for customers with smart meters.  To avoid unnecessary 
duplication, the review therefore will focus on the regulatory amendments, to 

                                                      
4  See Final Determination: Advanced Metering Implementation at 

http://www.aer.gov.au/content/index.phtml?itemId=726410. The AER is currently 
reviewing the distributors’ submissions for 2011-2015, which will include smart metering 
charges. 

5  From 1 January 2009, the Australian Energy Regulatory has responsibility for distribution 
economic regulation, including the regulation of AMI metering charges.  

6  Victorian Government Gazette, No S 314, Tuesday 25 November 2008 
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promote the interests of customers and to facilitate the efficiency of the market, 
which are essential to support the imminent operation of smart meters in Victoria. 

Consumer advocates want to ensure that the regulation is robust to facilitate 
customers benefiting when smart meters are fully operational.7 Some of their 
concerns arise from the pending introduction of time-of-use pricing associated with 
smart meters.  

The Victorian Government recently announced a “moratorium” on the introduction 
of time-of-use pricing: 

“Time-of-use pricing is where customers are charged different 
rates at different times of the day. This pricing structure will help 
Victorians control their energy costs but we need to make sure the 
changes are fully understood across the community before they 
are introduced. …Electricity distribution businesses have agreed to 
delay the introduction of time-of-use pricing until more work is done 
to protect vulnerable Victorians.”8 

We therefore have looked at how the regulations can assist customers to be better 
prepared when time-of-use tariffs are introduced, taking into account the need to 
provide sufficient lead-time for retailers and distributors to implement any 
necessary systems and process changes. 
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There are a number of matters which will not be considered in this review, either 
because they are being addressed elsewhere or it is premature to consider a 
regulatory approach at this early stage. Specifically the review will not address: 

• The distributional impacts of time-of-use tariffs on customers as this is being 
considered by the Victorian Minister for Energy and Resources’ Customer 
Consultation Working Group9  

• Possible regulatory approaches to new technology designed to enhance the 
operation of smart meters, for example, demand management technology and 
supply capacity control. This is because these developments have not sufficiently 
progressed for appropriate regulatory responses to be considered   

• Pricing and tariff issues, beyond the notification, information and billing 
requirements of the regulatory framework, particularly the Energy Retail Code 
and the Marketing Code of Conduct, for which the Commission is responsible.  

                                                      
7  Refer to submissions at 

http://www.esc.vic.gov.au/public/Energy/Consultations/Smart+meters+regulatory+review/
Smart+meters+regulatory+review.htm 

8  Media Release dated 22 March 2010 from the Minister for Energy and Resources at 
http://www.premier.vic.gov.au/component/content/article/9853.html 

9 Media Release dated 22 March 2010 from the Minister for Energy and Resources at 
http://www.premier.vic.gov.au/component/content/article/9853.html 
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Not all regulation requires amendment now and some will not require amendment 
at all. This review will enable all relevant energy regulation to be amended by 31 
July 2010 and that a timeframe is established for a further review and amendment 
of the regulation as required. 

The proposed timeframe will be informed by submissions to this Issues Paper and 
will be confirmed in the Draft Decision.10  
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This paper provides an opportunity for interested parties to comment on the issues 
raised or the proposals for regulatory amendments, before the Commission makes 
its Draft Decision. 

The paper sets out the following:  

• section 2 details the principles which are guiding the review and the regulatory 
instruments being considered 

• section 3 discusses those matters which are currently regulated, and which are 
sufficiently import to customers or industry parties to discuss in more depth  

• section 4 asks for comments on those matters which have not been addressed in 
this paper, but should be considered in the review. 

• Appendix A sets out all the regulations which the Commission considers should 
be amended now or in the medium term, on which interested parties are invited 
to comment. 

There are two accompanying background papers: 

• Background Paper 1: Victorian Energy Regulations – Smart Meters  

• Background Paper 2: Review of Other Jurisdictions – Regulations and Smart 
Meters 

��&  '�(������!���������

Submissions in electronic format are preferred and should be provided to the 
Commission by 21 May 2010: 

By email to; 

smartmeters@esc.vic.gov.au 

Or mailed to: 

                                                      
10  The Commission noted in the Final Report: Review of Wrongful Disconnection Payment, 

January 2010 that it will address the  relevant clauses in the Energy Retail Code which 
address the obligation to offer a second instalment plan prior to disconnection (and 
clause 15.2(b) as discussed in section 3.2.2). The Commission will consult separately on 
these clauses and propose a Draft Decision with the Draft Decision on these smart 
meter matters in June. 
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Regulatory Review – Smart Meters 
Essential Services Commission 
Level 2, 35 Spring Street 
MELBOURNE VIC 3000 

Or sent by a facsimile to; 

03 9651 3688 

Submissions will be made available on the Commission’s website in accordance 
with its website policy. Any material that is confidential should be clearly marked as 
such. Publication is subject to the privacy policy available on the website 
(www.esc.vic.gov.au). 
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The Commission’s principal objective is to promote the long term interests of 
Victorian consumers. Further, in performing its functions and exercising its powers, 
the Commission must have regard to the price, quality and reliability of essential 
services. 

The Commission must also have regard to the benefits and costs of regulation for 
customers and the regulated entities, and to ensure there is consistency in 
regulation between States and on a national basis.11 

From these objectives, the Commission proposes that the following more specific 
principles should guide this review: 

• the regulatory amendments will not limit or constrain the innovation that is 
available from smart meters and will continue to facilitate competition in the 
Victorian energy retail market 

• the regulatory framework assists customers to benefit from smart meters, by 
ensuring that consumption and pricing information is transparent, timely and 
useful 

• customers, particularly vulnerable customers, will continue to be protected by the 
regulatory framework 

• the financial costs of supporting new systems and processes are properly 
allocated between retailers and distributors, where appropriate.  

 

$���
���������
�	�

Are there other guiding principles to which the Commission should give 
consideration in this review? 
 

���  �
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������
�

The review will concentrate on those regulatory obligations which directly impact 
on the relationships between distributors and their customers, retailers and their 
customers and distributors and retailers.  

The regulations in the following instruments will be reviewed: 

                                                      
11 Essential Services Commission Act, 2001, section 8. 
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• Distribution and Retail Licences; 

• Use of System Agreement; 

• Electricity Customer Metering Code; 

• Electricity Customer Transfer Code; 

• Electricity Distribution Code; and 

• Energy Retail Code; 

• Code of Conduct for Marketing Retail Energy in Victoria; and 

• Guideline No 19: Energy Industry – Energy Price and Product Disclosure – offer 
summary requirements 

The review will also consider approaches in other jurisdictions, specifically to 
inform the discussion in section 3. Regulatory frameworks in Texas, Ontario and 
California will be examined for lessons learnt and regulatory approaches which 
could be considered for adoption in Victoria. These jurisdictions were selected 
because of their similarity to Victoria, including the scope and level of retail 
competition, the mandated or voluntary rollout of smart meters and the application 
of TOU pricing.  

We will also take account of the outcomes of the customer trials implemented by 
EnergyAustralia in New South Wales. 

���  ������	�	����

Consistent with our Charter of Consultation and Regulatory Practice, the 
Commission will undertake a wide ranging consultation process in this review. 

We published an Open Letter in early February 2010, asking for views from 
interested parties on what issues should be addressed in the review. Fourteen 
submissions were received from retailers, consumer advocates, the Energy and 
Water Ombudsman and members of the public.12 

Some submissions raised matters which are outside the scope of this review. 
Those issues raised which directly address the regulations under review have been 
taken into account.  

The review will consider the following papers: 

• St Vincent de Paul Society, February 2010: A National Report on Customer 
Protections and Smart Meters 

• The National Energy Customer Framework (NECF) developments including its 
smart meters customer protection paper. 13  

                                                      
12 

http://www.esc.vic.gov.au/public/Energy/Consultations/Smart+meters+regulatory+review/
Smart+meters+regulatory+review.htm 

13  Ministerial Council on Energy Standing Committee of Officials, August 2009: Smart 
Meter Customer Protection and Safety Review – Draft Policy Paper One 
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We held a workshop on 17 March 2010, to explore further with interested parties 
specific areas of concern. Again, the views expressed at that workshop have been 
taken into account in this Issues Paper. 

The following activities will be undertaken to complete the review by 31 July 2010:  

• Issues Paper released, setting out preliminary issues and preliminary views 
for consultation. 

• 13 May 2010 – public forum  

• 21 May 2010 – submissions close 

• Mid June 2010 - Draft Decision and proposed regulatory amendments 
published for consultation 

• 31 July 2010 - Final Decision and regulatory amendments published 

• 31 July 2010 - timetable for further review published. 
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All the regulations on which the Commission is seeking comment in this review are 
set out in Appendix A. This section discusses those regulatory matters that have 
arisen as key issues for customers and industry participants in the consultations to 
date.  

Most concerns to date directly are related to the impact on customers’ capacity to 
understand and benefit from the operations of smart meters. We have also 
reviewed the regulatory framework around network monthly billing which is known 
to be a matter of pressing importance between the distributors and retailers.  

���  *���
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The current legislation and regulations place a number of obligations on retailers to 
assist customers to remain connected to supply. The EI Act requiring retailers to 
implement financial hardship programs, combined with regulatory obligations to 
provide instalment plans and other assistance, ensure that low income and 
vulnerable customers have an energy safety net.  

The regulations also limit the amounts that retailers can recover from customers if 
they fail to send bills or do not bill accurately. Disconnection from supply should 
always be a last resort option for retailers and additional steps must be taken by 
retailers prior to disconnecting customers in hardship. 

We have proposed in section 3.3.2  that disconnection warnings for customers be 
amended so that customers are aware they may be remotely disconnected. We 
have also asked whether additional steps should be taken for customers prior to 
this disconnection. 

Other than these enhancements, the Commission cannot identify any additional 
regulation within its powers to further protect vulnerable customers with smart 
meters. 14     

 

Issue for comment 

Are there enhancements to the current regulations which are necessary for 
vulnerable customers arising from the implementation of smart meters?  

                                                      
14 The Commission is currently reviewing the retailers’ financial hardship programs – see 

http://www.esc.vic.gov.au/NR/exeres/0365B775-CD7E-4005-85FD-4231C5EC18A8.htm. 
Other recommendations may arise from this review, but it is not expected that this will be 
impacted by the implementation of smart meters. 
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Currently billing information is manually collected on a quarterly basis for most 
small customers in Victoria. Quarterly meter reads are then used as the basis for 
calculating customer bills. Although tariffs can vary, the majority of Victorian 
customers are currently on an inclining block tariff structure that charges customers 
more for consumption in excess of the first block. 

With smart meters, a range of new time-of-use tariffs are expected to be 
developed. These tariffs may be based on consumption or demand in preset daily 
or seasonal time periods (time-of-use pricing), dynamically set according to 
network congestion or wholesale energy prices (dynamic pricing), or vary each 
half-hour with the wholesale market (real-time pool pricing).  

In the short to medium term, it is expected that most tariffs offered to customers will 
be time-of-use (TOU) tariffs. The discussion in this Issues Paper works from this 
assumption. 

A fundamental issue for customers in benefitting from smart meters is that relevant 
information is transparent and accessible, and sufficiently useful to them in their 
decisions about consuming power. 

The regulations currently address how information is provided to customers for a 
range of uses – to help them understand the nature of their bill, how much power 
they are consuming, how they can confirm their bill is accurate, and how to make 
choice of retail in the competitive market.  

Customers will require the same information when their bills are based on TOU 
tariffs. Their information requirements will vary depending on whether they are:  

• Reviewing the bill  – Customers will need to be able to reconcile their usage with 
the charges on their bills. Provision of key information on the bill may assist 
customers to have more confidence in the reliability of their bills. Customers will 
also need to know when and if their tariffs will vary through the life of their 
contract. 

• Managing daily consumption and costs  – Customers will need to know how 
the price of their electricity changes over the day, and ideally, how much they are 
using over each period. They will need to know what components influence their 
price and behaviour and have ready access to information which is timely and 
useful. The information should be available at no or low cost.  

• Shopping around for a better offer  – Customers will need to know whether a 
given offer would make them better or worse off and how to compare the benefits 
of the offers between retailers.  
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The regulation currently requires that the bill must show the electricity consumption 
in each period that a tariff applies and if the meter is an accumulation meter, the 
previous and current meter readings.15  

Customers sometimes check their meter upon receiving their bill to confirm that the 
meter reading for which they are billed roughly corresponds to their current meter 
reading. They may also review their previous bill to check that the last reading 
corresponds to the first reading of their current bill, thus providing some evidence 
that the billing quantities are correct.  

If the bill is based on readings from an interval meter, it is not mandatory to show a 
“previous and current read”. This is because the consumption that is billed is 
derived from the half hourly data collected from the meter and not from a reading of 
a register from the meter as it is with an accumulation meter.16  

Some retailers who have customers with manually read interval meters with TOU 
tariffs have shown on their bills the “previous read” starting from zero. This 
approach has lead to some confusion and complaints over the past few years while 
interval meters were being installed.17  

It is important that customers are able to verify their usage against their bill when 
they have a smart meter. We have looked at two aspects of the information which 
could be provided on the bill to meet this objective.   

1. Consumption by individual tariffs 

To enable customers to reconcile their charges against their consumption, bills for 
smart meters should show the consumption for each tariff segment, for example, 
for a time of use tariff the total consumption for the peak period and other tariff 
periods for the billing period. The total consumption for the current period should 
also be shown (see Figure 1).  

This is consistent with the current requirement under ERC clause 4.2 (g) and also 
with the policy position proposed in the national framework consultations.18   

                                                      
15  ERC clause 4.2(g) 
16  ERC clause 4.2(h) 
17 EWOV has advised of a number of customer complaints since the installation of manually 

read interval meters for small customers.  
18  Smart Meter Customer Protection and Safety Review – Draft Policy Paper One, 

Ministerial Council on Energy Standing Committee of Officials, August 2009, p 16. SCO 
proposes that retailers provide customers on time related tariffs with consumption data 
for each tariff segment (e.g. peak, off-peak, shoulder) on their bill to enable them to 
reconcile their bill charges.  
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Figure 1 Minimum Tariff and Consumption Requirement s on the Bill 19 
Meter ID Consumption X Tariff 20 = Cost 

Off Peak Energy 

ABC1234 

1,302.3 kWh 7.4000 c/kWh $96.37 

Shoulder Energy 

ABC12345 

2,616.6 kWh 12.800 c/kWh $334.93 

Peak Energy 

ABC123456 

1,424.7 kWh 32.400 c/kWh $461.60 

Supply Charge 93 days 42.000 c/Day $39.06 

Total Electricity 5343.6 kWh  $931.96 

2. Total accumulated consumption - 

With TOU tariffs customers are likely to be more interested in consumption in tariff 
periods rather than just the total consumption. Nevertheless, we do need to 
consider whether the total accumulated consumption reading should continue to be 
included on customers’ bills. 

Customers can still get a meter reading from their smart meter, which shows the 
total accumulation consumption since the meter was installed. It is understood that 
the industry protocols do not require this data to be provided to the retailers, but it 
nevertheless can be readily obtained by the meter data providers for inclusion on 
the bill.  

There are a few options for how this information could be included on customers’ 
bills:  

• the total accumulated consumption reading as at the bill date  

• the total accumulated consumption reading as at the bill date and at the previous 
bill date (this would resemble the “current” and “previous” reading)  

• the total consumption for the billing period is added to the “previous” total 
accumulated usage, which customers could compare with their reading from the 
smart meter.  

We note retailers’ concerns that the total accumulation consumption reading on the 
meter may become increasingly remote from the cumulative consumption figure 
calculated by the retailer (which is used for billing purposes) due to the effects of 
estimations and substitutions. This is considered below.   

                                                      
19  Until time-of-use tariffs are introduced, it is not known how many tariff periods there will 

be in any one day. Currently, there are at least three – peak, off-peak and shoulder 
periods.  

20 These tariffs are based on tariffs applied by EnergyAustralia. They do not represent the 
Commission’s views on what time-of-use tariffs may be applied in Victoria. 
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Will the proposed approach to including the consumption by tariff segment, total 
consumption and tariffs for the billing period ensure customers maintain their 
ability to confirm the accuracy of the bill? 

What are the implications for cost, feasibility and information value to customers 
of the options for the meter’s total accumulated consumption on the bill? 

�
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The Energy Retail Code requires retailers to indicate whether the bill is based on a 
reading or is an estimated bill or whether it is based on any substituted data.21  

For accumulation meters estimated reads are used when the meter is not able to 
be read perhaps due to the lack of access. Generally the estimate will be replaced 
on the next bill by an actual meter read. A substituted reading occurs when the 
meter is accessed but the metering data subsequently cannot be used, perhaps 
due to meter failure. In such a situation the substituted data can never be replaced 
by actual data. 

a) Estimates 

Currently, retailers are only required to show that a bill is estimated when it is 
wholly based on an estimate. That is, for existing interval meters, if there are some 
estimates included in the data it is not required to be shown as an estimated bill. 

Historically, the main purpose for showing whether a bill is estimated has been to 
alert customers that the meter has not been read and therefore the bill might be 
higher or lower than expected. This helps customers to understand why the bill 
may vary from expectations and that it will be adjusted once an actual meter read 
is obtained. It also reminds customers of their obligation to provide access to the 
meter for reading, if this was the reason for the estimated bill.   

The likelihood of estimated bills with smart meters should be minimal when all the 
features of these meters are fully employed. This is because the meters will be 
read daily by the distributor so any inability to read the meter due to access or 
missed reads should be eliminated.  

Some consumer groups consider that the practice of issuing bills based on 
estimates be abolished, or at least reviewed, in a smart meter environment.22  
Retailers highlight that the definition and materiality of estimates needs review to 
take account for the more sophisticated smart meter technology.23  

                                                      
21  ERC clauses 4.2(e) and (f) 
22  Refer submissions from SVDP and CUAC 
23  Refer submissions from Red Energy, Simply Energy and Origin Energy 
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We believe it is too early to decide that estimates should not be allowed at all in 
billing because the capability of the meters and systems are not yet fully 
understood or implemented. 24  

Under remote meter readings it will no longer be necessary to indicate to 
customers that the bill is estimated to encourage customers to provide access to 
their meter. However, there may still be some circumstances where all or part of 
customers’ bills will be estimated, and these circumstances should require the bills 
to be reissued once the actual data is obtained.  

Options for requiring that customers are advised that their bills are estimated could 
include; 

• Only when the bill is wholly an estimate, as currently required under regulation 

• Where there is a combination of estimates and actual readings 

• Determining a materiality threshold, such as only where 2% or more of the 
interval data is estimated. 
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Comments are sought on when customers should be advised that their bill is 
estimated. 

Comments are also sought on whether there should be some default tariff 
arrangements impacting distributors, retailers and customers when bills are 
estimated. 
 

b) Substitutes 

Currently retailers are required to indicate when any substituted data has been 
used for billing purposes.  

Substituted data is only required when the data collected cannot be used or cannot 
be collected due to major meter failure. Therefore, the incidence of substituted data 
being used for customer billing should be very small. This data, however, cannot 
be replaced at a later time in an adjusted bill. 

If substituted data is required because the meter has failed, the distributor will be 
alerted and will be required to repair or replace the meter. Customers therefore 
should be advised that their bills in these circumstances are based on substituted 
data, as is the case with the current regulation 

The options for the use of substitutes could include; 

• When the bill is based on any substituted data, as currently required under 
regulation 

                                                      
24  Until end 2013, under a derogation to the National Electricity Rules (Chapter 9.9B), 

Victorian smart meters are classified as type 5 or type 6 which means data need only be 
delivered to the market quarterly.  
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• Where the bill is based wholly on substitutes  

• Only where 2% or more of the interval data is substituted. 
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The proposal is to retain the current requirement that customers be notified that 
any part of a bill is based on substituted data. 
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TOU pricing will significantly impact customers’ information requirements for 
effectively managing their electricity costs. For example, under TOU pricing, 
energy costs may be driven less by overall consumption than by peak period 
consumption. Managing peak period consumption may offer the greatest cost 
saving opportunity per unit of energy saved or shifted. 

Customers will require a clear understanding of when various prices apply, and 
regular feedback regarding their usage in each pricing period. Tools will be made 
available to assist customers, but the bill is likely to remain the default tool for most 
customers.25 

A key finding from the Ontario pricing study was that Ontario customers believed 
that a monthly bill was essential for effectively managing their electricity costs.  

The current Victorian regulation requires that customers on deemed or standing 
offer contracts must be billed at least every three months, unless explicit informed 
consent for a different contractual arrangement or billing cycle is given.26 Some 
submissions to the Commission’s Open Letter indicated support for customers’ 
billing cycles being shorter than three months (say monthly) so that they are 
provided with more timely information. They would be prepared to consider other 
options to customers’ explicit informed consent (opt-in consent) being obtained. 

For consumer advocates this support is subject to the current collection cycle 
timing remaining the same as the existing regulation. That is, customers have a 
minimum of 12 business days to pay the bill before debt recovery action is initiated. 

Some retailers consider they should not have to continue to obtain a customer’s 
explicit informed consent to a change in their billing cycle.27 

More frequent billing may increase costs to retailers due to a three-fold increase in 
bill processing and associated service costs. These costs are expected to be offset 

                                                      
25  See the discussion under Access to Metering Data on page 22 
26  ERC clause 5.1 
27  See submissions from Red Energy and Simply Energy and St Vincent de Paul Society, 

February 2010: A National Report on Customer Protections and Smart Meters 
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by the reduction in working capital costs and costs associated with managing bad 
debt driven by relatively large, quarterly bills.28 
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The current regulations for explicit informed consent may be seen to be acting 
as a barrier to customers accessing more timely information upon which they 
could better manage their costs. Views are sought on: 

• Whether an ‘opt-out’ approach to monthly billing for deemed or standing 
offer customers is appropriate? 

• What are the implications for the costs and timing of the current collection 
cycle if customers move to monthly billing? 

• How should any changes to the customers’ current billing cycles be 
implemented? 
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The current regulation assists customers to understand their consumption quite 
simply. That is, retailers are required to provide customers with graphs of the last 
12 months of consumption by billing period, and a year-on-year comparison of 
current billing period consumption. Graphical information can provide customers 
with a more readily understood basis for understanding and managing their 
electricity consumption, which may lead to lower overall bills.29 

TOU tariffs will mean that this simple consumption graph is unlikely to be adequate 
given the wide range of potential tariff structures that may emerge over the next 
few years. For example, the graphical needs of customers on a TOU tariff may be 
very different to customers on dynamic tariffs.   

With 30 minute interval data, it is possible to provide customers with daily bar 
graphs or other graphical approaches over the billing period. 

This review has examined customer pricing trials in California, Texas and Ontario, 
which have reported that the display of their daily peak, shoulder and off-peak 
period consumption was essential for the effective management of electricity 
costs.30   

EnergyAustralia currently has over 200,000 small customers on a TOU tariff in their 
network area in NSW. EnergyAustralia increased the information provided to their 
customers and included on the bill the customer’s consumption history by tariff 
component (that is, peak, shoulder and off-peak) for the period on a monthly basis. 
This presumably was in response to customers’ requests for further information.  

                                                      
28  The relationship between retailers’ monthly billing and distributors’ monthly billing is 

discussed in 3.4. 
29   ERC clause 4.4 - the periods to be graphed are either quarterly or monthly, depending 

on the billing cycle 
30  Background Paper 2: Review of Other Jurisdictions – Regulations and Smart Meters 
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Figure 2 Example of an EnergyAustralia bill 
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Figure 3Fig ure 3Figure 3 shows a sample bill from Ontario’s smart price pilot 
which involved a critical peak price element. A feature of this bill is the graphical 
way in which the consumption is presented. That is, the graph shows the daily 
consumption in bars spilt to show the tariff components that have separate 
applicable rates. This form of graph indicates clearly when consumption is high and 
when price is high, leading to higher electricity charges.  
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Figure 3 - Example of a Bill from the Ontario Smart  Price Pilot 31  
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31  Ontario Energy Board Smart Price Pilot Final Report, July 2007  
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TOU tariffs are expected to be the tariff applied to most Victorian small customers 
in the medium-term. That is, if customers are on a two part TOU tariff, then the bill 
should include monthly graphs of both periods (or three part, if shoulder tariffs are 
included), even if these customers are billed quarterly. 

Without regulation, customers could be given a graph of quarterly or monthly totals, 
which may reduce their ability to understand and manage their electricity costs or 
to consider alternative offers from retailers.  
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The proposal is to require retailers to provide customers with a graph similar to 
that used by EnergyAustralia or Ontario Energy Board when time-of-use tariffs 
are introduced for customers with smart meters. 

What are the implications for incremental costs or barriers to innovation of this 
approach? 

Given the customer feedback from overseas pricing pilots, and the potential 
move to monthly billing, mandating daily periods may also be beneficial for 
customers. Comments are invited on this approach. 
 

Unbundling tariffs and charges on the bills 

Customers can request details of their network charges, retail charges and other 
charges, 32 but most electricity charges are provided to small customers on an 
aggregated basis, by fixed and variable components. Some retailers have recently 
begun identifying metering charges separately on customer bills (that is, two fixed 
components), presumably to provide customers with more information regarding 
the drivers of bill increases.33 

Customer bills are most impacted by the costs associated with growing network 
peak demands and generation, which suggests that customers should see and be 
charged directly for these distribution and generation costs.  

There is significant mandatory unbundling of tariff components on customer’s bills 
in overseas jurisdictions, that is, the specific network, retail and other charges are 
detailed. This appears to be a reflection of the concerns that customers are 
assisted to understand the basis of their bills at a detailed level, and to better 
manage those components that customers can potentially influence. 

                                                      
32  ERC clause 4.3 
33  The Commission has recently examined Origin Energy’s delineation of metering charges 

and supply charges on customers’ bills – see reference at 
http://www.esc.vic.gov.au/public/Energy/Regulation+and+Compliance/Reports+and+Inve
stigations/Origin+energy+metering+charges/Origin+Energy+Metering+Charges.htm 
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The Victorian regulation could be amended so that retail bills separate out 
distribution charges to show the network tariff structure and the wholesale costs to 
reveal customers’ actual energy purchase costs.34  
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Greater transparency through information to customers is a prerequisite for 
customers to benefit from the introduction of smart metering and unbundling 
could be considered to deliver part of this information. However, some key 
questions are: 

• Would customers gain any information from unbundling of the distribution 
charges if the retailer does not base its tariff on the distributor’s tariff 
structure? 

• Would it be helpful or not for customers to have some charges unbundled, 
but not others? 

• Does unbundling of network charges and tariff alignment have the potential 
to reduce retailer flexibility in tariff offerings? 

• What are the costs, benefits and feasibility of greater unbundling? Should 
regulation go beyond requiring the unbundling of retailer and distribution cost 
sub-components of wholesale and metering costs? 
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The regulations require that customers’ explicit informed consent must be given to 
a change in tariff associated with a market contract. Customers’ agreement is not 
required for standing contract tariff changes.35 Both the legislation and the 
regulation require the retailer to advise the customer of any tariff change at least by 
the next bill after tariff change takes effect.36 The legislation applies only to 
customers on standing contracts. 

The regulation applying to changes in standing offer tariffs, and the notification 
requirements, were predicated on accumulation meters being in place and that 
these meter limited the tariff options to basically a single tariff (and perhaps off-
peak for hot water and slab heating). It should not be assumed that it was the 
intention of the regulation to allow structural tariff changes, such as might occur 
with TOU tariff structures, without the agreement of customers.  

                                                      
34  Network charges may need to separately identify metering charges if they are to be 

accurately displayed on the retail bill. 
35  ERC s20.1 and 21.1(b) 
36  Section 35Cb) of the EI Act and ERC clause 26.4(b) 
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The Commission recognises that an objective of the Victorian Government is that 
customers ultimately have choice of a range of new TOU tariffs that are enabled by 
smart meters, while continuing to have choice of retailer. The consequences of a 
customer with a smart meter not agreeing to the TOU tariff offered by a retailer that 
is based on the new network TOU tariff are unclear and could increase the 
financial risk to retailers. 

Nevertheless, the Commission does not consider that the Energy Retail Code 
should require customers to shift from standing contract single-rate or two-rate 
tariffs to a TOU tariff immediately and without consent. The Commission has raised 
this matter with the DPI and it is understood the implications are being considered. 

On the assumption that customers provide consent to tariff variations during their 
contract period,  the Commission no longer considers it appropriate that notice of  
these variations is provided “…as soon as practicable and in any event no later 
than the customer’s next bill.” Customers should not receive notification that their 
tariff has increased at the same time that the increase is applied to their bill.  

The Commission can amend the regulation for customers on market contracts, but 
cannot increase the obligation on retailers in respect to notification of tariff 
variations for customers on standing contracts. The Commission understands the 
DPI is also reviewing this issue. 
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The Commission considers that any changes to the regulation on the notification of 
tariff variations should wait for the outcomes of the Victorian Government’s 
deliberations, so that there is consistency between customers on market contracts 
and those on standing contracts.  

Nevertheless, interested parties may wish to submit their comments in regard to 
this matter. 
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Current regulations require that retailers provide customers (including former 
customers) with historical billing data held by the retailer. This right of access 
includes one free request per year for data within the last two years. Retailers are 
required to use best endeavours to provide the data within 10 business days.37 

This regulation was designed for ad-hoc requests from customers, who may have 
a billing dispute with their retailer or require historical information to develop a 
consumption profile for obtaining a market offer from a retailer.  

Overseas, Texas has a very similar two years requirement for smart meters and 
Ontario also requires billing level information and hourly data to be available to 
customers for the past two years.38 

                                                      
37  ERC s27 
38  Rules and Regulations: Issuance and Format of Bills. §25.25 (e) Record retention.  
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The existing regulation would appear to continue to satisfy customer’s needs to 
reconstruct their bill. That is, the historical data supplied by the retailer would be 
the consumption data for each tariff component aggregated for each billing period.  
The Commission notes however that the use of the term “historical billing data” 
needs to be more clearly defined for this purpose so that it is differentiated from 
other data that might be available from smart meters with different requirements 
(see discussion on Access to metering data below). 
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Will the regulation of the provision of billing level data continue to meet the 
needs of customers to allow them to reconstruct their historical bills in a smart 
metering environment for ad-hoc or occasional purposes? 
 

Access to metering data 

Smart meters will record consumption information each half hour and this data may 
be much more useful to customers in analysing usage patterns than data that just 
corresponds to the billing period – whether that billing period is monthly or 
quarterly.   

Some customers may not want to use the newly available information or not have 
access to a computer or the software required to be able to use the data 
effectively. For the data to be useful, it must be able to be provided: 

• soon after the consumption was recorded; and 

• given the increased volume of data, supplied to customers in form that enables 
easy analysis.   

There is newly developing technology to assist customers. In-house displays 
accessing data directly from the meter via a wireless link means that information 
will be provided at relatively low cost and very short notice to enable customers to 
better understand and manage their electricity consumption.39 

The use of the internet to provide this data directly to customers raises significant 
issues of privacy and data security. Metering data has always been regarded as 
confidential, but with interval data additional information such as when a 
customer’s home is consuming power and when it is occupied becomes available. 
This information must be kept private and secure. Providing this information via 
regular email, an unsecure communications medium, may not be sufficient. 

                                                      
39  Some parties are concerned that the implementation of this technology will raise future 

concerns for customers – see submission from the Victorian Employers’ Chamber of 
Commerce and Industry. This initial review is not addressing regulation in this area at 
this time.  



�

� � �
%

%/�+���
%$*+0%
�0(��+

+(/��
*+0�($+��

$%&'���($)�$%*+%,�1�

��$���%�%$
�+

'%
�
.�.%$�

��6%)�+

'%
� ($�
0(/
+5%$��+(/�

25 

� � �
�

Most overseas jurisdictions are providing customers with secure access to their 
smart metering information.40 Access is provided locally on a near-real time basis, 
and online on a day delayed basis. The requirement to use industry standard 
practices is included in some regulations, but industry practice may not be useful or 
simple for some customers. 

In these jurisdictions, most data is provided to customers directly by the distributors 
and the cost of doing so is sometimes borne by the customers. 

Ensuring the privacy and security of customer data may be achieved by a number 
of ways including the use of a secure website or web based service, or via 
encrypted email. Web based methods can support near-real time access to the 
data by customers at relatively low incremental cost.41  
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The Commission considers that there is a need for regulation to require 
customer access to metering data that will be available on a daily basis through 
secure communication methods capable of protecting customer privacy. 

Comments are sought on: 

• whether distributors as well as retailers should be obliged to provide 
metering data sets to customers 

• how distributors or retailers can provide interval data from smart meters 
securely to customers 

• how would the cost of such a service be assessed? 

What other information and information sharing issues should be considered by 
the Commission in reviewing the regulations? 
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The ability to choose between competing retailers offers customers one of the best 
opportunities for managing their electricity charges. The marketing of retail offers is 
currently regulated under the Retail Marketing Code of Conduct (the Marketing 
Code) and Guideline No 19: Price and Product Disclosure (Guideline No 19).  

                                                      
40  Background Paper 2: Review of Other Jurisdictions – Regulations and Smart Meters  
41  Retailers (and distributors?) should also be required to facilitate customer access to the 

Home Area Network (HAN) once technical specifications and access arrangements are 
agreed within the industry. However, it is too early to consider regulations around the 
HAN given the current lack of industry arrangements. 
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These instruments set out the key regulations governing marketing activity, 
including requiring retailers to provide details of all prices, charges and tariffs to be 
provided to customers before entering into a contract.42 Guideline No 19 requires 
retailers to provide customers a written offer summary in a standard form so that 
they can use this to compare offers between retailers. 

Smart meters will allow networks and retailers to develop a wide range of tariff 
structures, featuring many different types of prices and charges. These may be 
based on consumption or demand within certain set or dynamically notified 
periods. Without a common approach, it may become virtually impossible for 
customers to evaluate offers between retailers. Retailers may be encouraged to 
develop complex offerings to reduce customers’ ability to identify potential savings 
from competing retailers. 

Requiring the use of common definitions on retailer bills and market offers appears 
to be increasingly popular overseas as a response to retailers using their own 
definitions that undermine customers’ ability to compare competing offers. 
Regulators have in some cases developed their own dictionary of terms and 
required retailers to use consistent definitions where they have been provided. 

Other overseas approaches to fostering competition include using specified 
customer profiles and displaying the average price per day or per unit of electricity 
consumed.43  

On the other hand, too prescriptive and standardised information may risk 
customers choosing a sub-optimal retail offer for them. 

Notwithstanding, these options that could be considered in Victoria are:44 

• Requiring the energy retail businesses to offer retail market offers with tariff 
structures that are the same as the network tariff structures. That is, that if the 
network has a three part TOU tariff that applies to various time periods, then it 
would be a requirement that the retailers provide at least one market offer with 
the exact same tariff structures. 

• Requiring retailers to provide indicative charges for a standard set of customer 
profiles to assist customers when choosing between two complex retail offers  

• Requiring retailers to display the average price paid per day or unit of energy on 
the bill to provide customers with a simple index for understanding how their 
costs are trending, with information on how to compare that cost against 
competing offers  

Energy retailers would be required to show the same information on offer 
summaries or any material used to market specific offers to customers.  

                                                      
42  Marketing Code, section 6.3 
43  Background Paper 2: Review of Other Jurisdictions – Regulations and Smart Meters  
44  These options are also discussed in the St Vincent de Paul Society: A National Report 

on Customer Protections and Smart Meters, February 2010 
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Comments are sought on these, or alternative, options for ensuring customers 
are able to compare competing retail offers when time-of-use tariffs and more 
complex tariffs are introduced. 
 

���  �
��	
� ������
�	������ ��
����
�	�����

Smart meters allow new approaches to the disconnection and reconnection of 
customers.45 They will be able to perform these functions remotely using a facility 
that is built into the meter. This means that a visit to the premises will not be 
necessary; the service could be performed much quicker and simply and at lower 
cost.  

Currently, the services provided by the distributor in disconnecting and 
reconnecting premises are provided manually, on-site using the service fuse.  

With smart meters, it may still be necessary sometimes for the premises to be 
visited to disconnect and reconnect the service fuse, but the majority of situations 
will involve remote disconnection and corresponding reconnection via the smart 
meter.   

This review is concerned only with the implications for remote disconnections and 
reconnections under the operation of smart meters, as it is not intended that the 
regulation will change for manual services. 
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Currently the regulations require the distributors to energise customers’ 
connections within one business day of the request.46 Regulation was not 
concerned about the method for the disconnection and reconnection as a visit to 
the customer’s premises was usually necessary to insert or remove the fuse (on 
the assumption that most premises were physically disconnected). 

                                                      
45  Deenergisation and energisation are also terms used to describe making the power 

available to premises where the premises is already connected to the distributor’s mains. 
A consistent approach is required across a number of codes for these definitions to take 
into account smart meter based services. For this paper, we will continue to use 
reconnection and disconnection interchangeably with energisation and de-energisation. 

46  Distribution Code Clause 2.5 
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The smart meter specification requires that 99% of reconnections are to be able to 
be performed in one hour.47 The Commission considers that it will be in customers’ 
interests to have these services performed more promptly and in less than a 
business day.  

$���
���������
�	�

Should the regulation require the distributors to disconnect and reconnect premises 
more quickly if the smart meter functions are available?  

�����  ���	��
�����	
�	������ 
�� ������
�	�����

Where disconnection is performed without the distributor visiting the site, the 
Commission wants to ensure that it is always the correct customer that is being 
disconnected and that customers understand that the disconnection may take 
place remotely.  

When this service is performed manually, there is the opportunity for the technician 
to ascertain whether the premises are the correct premises and whether someone 
will be continuing to occupy the premises and under what circumstances. None of 
these checks will be possible with remote disconnection.  

There are some options which may be considered: 

• Ensuring that a customer on site is not already a new occupier when carrying 
out a disconnection. 

• Ensuring that there is not a corresponding reconnection request when 
programming a disconnection. 

• Undertaking service visits if the customer is a life-support customer. 

The Commission does intend to amend the regulations so that the retailer’s 
disconnection warning to customers indicates that the disconnection may be 
performed remotely without a visit to the property. The St Vincent De Paul proposal 
goes further and advocates that retailers make two attempts within a 24 hour 
period to contact all customers prior to the remote disconnection. Currently the 
regulation only requires additional steps for customers in hardship. 

 

$���
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What steps could be taken by the distributors and/or the retailers to ensure that 
the wrong customer is not disconnected with smart meters? 

Should retailers take additional steps prior to disconnecting all customers, as 
well as noting on the disconnection warning that the disconnection may be 
carried out remotely?  
 

                                                      
47  http://new.dpi.vic.gov.au/__data/assets/pdf_file/0014/13109/Minimum-AMI-Functionality-

Specification-Victoria.pdf  
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Currently, if retailers request vacant premises to be disconnected, distributors are 
required to leave a document at the premises providing the following information: 

• to whom the occupant must address any request to connect the supply address; 

• what the occupant’s options are for entering into a contract for the sale of 
electricity with a retailer; and 

• a list of current retailers.48 

This information is likely to be left under the door or in the meter box which 
increases the chance that it will be available for the next occupant. Under remote 
disconnection, the site will not be visited and therefore it is unclear how this 
information will be provided. 

If the premises are left energised, and the new occupant does not contact a retailer 
before turning on the power, the EI Act assumes this customer has entered into a 
deemed contractual arrangement and their liability for electricity commences from 
the date the power is consumed.49 Under these circumstances, the retailer 
financially responsible for those premises has a responsibility under their licence to 
provide relevant information to those customers, including their options in the 
competitive energy market.50 

The Commission understands that retailers usually require premises to be 
disconnected when customers vacate the premises. However, we do not know the 
extent to which customers take possession of premises which are disconnected 
and consequently do not know who to contact for energisation. This could be the 
retailer responsible for the premises or another retailer. 

At the least, the Commission considers it important that there is some information 
accessible to customers who find themselves in this situation. There do not appear 
to be many practical options available where there is not a visit to the premises.   

An option to consider is whether a sticker should be placed in the meter box that 
contains an appropriate call centre number for the customers to ring to contact a 
retailer. This information could be provided while smart meters are being installed 
or while the meters are still being manually read. This would ensure that the 
distributor meets its current obligations. 

The costs to distributors of this option would be off-set by savings in not visiting the 
site for disconnection and leaving documentation at that time. 

                                                      
48  Distribution Code clause 9.1.13 
49  Section 39 EI Act.  
50  Section 9.3 of the electricity retail licence 
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Under remote disconnection should the Commission require that information be 
provided by a sticker placed in the meter box? 

What other options are available for ensuring new occupants know how to go 
about finding a retailer and getting reconnected? 
 

�����  #��
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The Commission notes that the remote reconnection of customers’ premises after 
disconnection has safety implications which must, under the Electricity Safety Act, 
be considered in relation to the distributor’s general duties to keep the public safe. 
ESV is currently developing protocols that will be regulated within the framework of 
the Electricity Safety Management Schemes. These must be submitted by the 
distributors by December 2010 and then approved by ESV. 
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The regulatory proposals set out above do not appear to be impacted by these 
developments. However the Commission welcomes comments on this view. 
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A key issue for distributors and retailers is whether the default Use of System 
Agreements (UoSAs ) or any regulatory instruments need to be amended to 
address the issue of the frequency of network billing of retailers by distributors.  

The Commission’s interest and powers in this matter stem from the licence 
conditions which require distributors and retailers to adopt the default Use of 
System Agreement provisions decided by the Commission if the parties cannot 
negotiate independent commercial arrangements for the use of the distribution 
system.51  

The issue arises because at least some distributors have built smart meter data 
handling and billing systems which assume and require monthly network billing.52 

                                                      
51  Clause 4, Electricity Distribution Businesses Licence 
52  The decision was apparently made in the context of the Victorian Government's policy 

(as part of its AMI roll-out policy announced in 2006 and reflected in the revised OIC 
under section 46D of the Act) that network billing for each AMI customer occurs monthly 
(“monthly network billing”).  This policy was reflected in the work of the AMI ISC, 
particularly its "Victorian AMI Process Model".   
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Currently, network billing is effectively quarterly (approximately one third of 
customers are billed each month).  At least some retailers are concerned about the 
prospect of monthly network billing beginning as early as July 2010 (for reasons 
set out below) and are not agreeable to it.  Some distributors claim that the costs of 
now not proceeding with monthly network billing will be significant, and will prevent 
them meeting their near-term smart meter roll-out obligations.   

It is unclear to the Commission the extent to which distributors proceeded in 
reliance on one or more of the following: 

• a belief that they had a right under UoSAs to require monthly network billing; or 

• a belief that they had binding agreement from retailers to monthly network billing 
for customers with smart meters; or 

• a belief that the regulatory regime would come to require monthly network billing 
for these customers.  

The Commission has been provided with differing perspectives on these matters 
from both the distributors and the retailers.  

Contrary to the view put by the industry AMI Process model,53 it appears to the 
Commission that UoSAs do not currently provide for network billing to be more 
frequent than quarterly, except for supply points which have been connected to a 
distribution system for the first time after 2001 (clauses 7.4(d) and 7.5(a)).   

Distributors are suggesting that the Commission support the view that they are 
entitled to move to monthly network billing or, alternatively, that the Commission 
amend the default UoSA. Two distributors, at least, have strongly asserted that not 
adopting monthly network billing from July 2010 for smart meters customers will 
prevent the commissioning of their systems.  In turn, this would require them to 
make system changes and maintain their project teams for considerable time, at a 
cost over $20 million.   

Retailers who have made representations to the Commission are particularly 
concerned that they will be required to meet the distributors’ monthly billing 
requirements before any changes to the billing cycles for customers are decided.54 
They claim that there will be an adverse cash flow impact because of the mismatch 
between receipts from customers and outgoings to distributors. As a result 
retailers’ working capital requirements will be increased and the costs could be 
expected to be passed on to customers in the form of higher retail prices.  

                                                      
53  Chapter 15 of the AMI Process Model seems to suggest that an amendment to UoSAs 

was thought unnecessary: 

 "The transition to daily delivered interval meter data under the current Use of 
System Agreement will result in networks calculating Network Charges on a 
monthly basis for all NMIs rather than based on manual reading events as they 
occur." 

54  Customers’ monthly billing was addressed earlier in section 3.2.2. 
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The Commission understands that some distributors are attempting to negotiate a 
commercial outcome with some retailers, but to date these negotiations have not 
proved successful.   

Given the opposing viewpoints, it appears that either the distributors or the retailers 
stand to incur a financial detriment depending on whether monthly network billing 
begins to be phased in sooner or later.  The question for the Commission is to 
decide how to approach the UoSA amendments. We have considered a number of 
approaches to this question: 

• An approach which reiterates the correct interpretation of the previously agreed 
UoSA provisions (which is that distributors cannot bill monthly for all customers); 

• An approach which  places the onus on the party responsible for the current 
discord (seemingly the distributors); and 

• An approach which produces the least-cost outcome for consumers  

The Commission is aware that the parties have been in dispute on this matter for 
some time.  Therefore we wish to facilitate an outcome to this impasse and 
propose a solution, which is consistent with the Government’s smart meter policy 
objective. 

 

$���
���������
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The Use of System Agreements are amended to provide for monthly network 
billing of  customers with smart meters, but in the period until 1 January 2012 
(or some other agreed future date) the payment terms for such network bills be 
extended if the retailer is billing the customer quarterly. UoSAs currently provide 
that retailers must pay network bills within 14 days. This would be extended to a 
number of days that produced an equivalent outcome to their current level and 
pattern of payments. 

Under this amendment, distributors could implement their new billing systems, 
generate monthly network bills and all of the distributors’ objectives in the AMI 
Process Model would be attained.  For retailers, while data and bills would 
begin to flow to them more frequently, there would be no acceleration of their 
payments to distributors, no mismatch between receipts from customers and 
outgoings to distributors, and therefore no increased working capital required.  
Distributors’ working capital positions would be unchanged from their present 
state, rather than being “immaterially” advantaged. 

Comments are invited on whether such a solution is supported, whether it can 
be achieved by negotiation, or whether the Commission should amend default 
UoSAs to bring about this outcome. 
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This review has highlighted a number of regulations which require some 
amendment because of smart meter technologies. We have identified those 
matters which we consider are covered by existing regulations and need review 
now.  

As well, we have identified those matters which will not be considered in this 
review, either because they are being addressed elsewhere or it is premature to 
consider a regulatory approach at this early stage.  
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Comments are invited on any matters which are not addressed elsewhere in 
this paper but which interested parties consider require attention now, or in the 
next stage of the review. 
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Appendix A sets out all the regulations which the Commission considers should be amended now or in the medium term, on which interested parties are invited 
to comment 
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55 Subject to the retailer being aware of all charges which may apply to that consumer or the consumer’s premises. 
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