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Prices over 2018/ 19 for electricity
and gas have stabilised compared to

the previous yeatr.

More customers accessed assistance
and received support from their

retailer earlier to pay their bills.

This fourth annual Victorian energy
market report outlines new rules being
rolled out to rebuild Vi c¢ t a@onfidanoes

In the energy retail market.
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From the Chairperson

Kate Symons
Chairperson

Kate was appointed chairperson of the Essential Services
Commission in September 2019 after three years as a part-time
commissioner. As a lawyer with qualifications in public
administration and corporate governance, Kate brings particular
expertise in risk, compliance and governance.

Kate has a passion for ensuring customer experiences are
considered at every step of the regulatory process.

This edition of the Victorian Energy Among other factors, these findings continue to

Market Report looks into the performance highlight the need for making retail contracts

. . clearer and fairer for customers from July 2020.
of the market when it comes to the retail y

energy prices customers are paying, the Energy offers are becoming clearer

level of service from energy businesses, We continued to review energy offers published

and the experience of customers facing by retailers on 30 June 2019.
or anticipating payment difficulty.
We noticed that retailers were offering fewer
Energy prices stabilised in 2018 119 conditional discounted electricity market
offers, and the discounts on offer were

For the first time, we used our statutory data
smaller.

collection powers and found the average yearly
cost of electricity remained relatively stable over
the past year.

Despite this, the average price of published
discounted offers, when conditions were met, was

: unchanged.
An average household (using 4,000 kWh)
paid $1,298 in 2017i 18 and $1,284 in 2018i This was a welcome response in the lead-up to
19 for electricity. new reforms which commenced on 1 July 2019.

This included Victorian Default Offer, a simple and

trusted price for electricity,andnew & besét of f er
messages requiring retailers
their best deal for you.

We found that while 84 per cent of residential
customers were on plans that offered conditional
discounts, nearly one fifth (18 per cent) of these

did not meet the conditions necessary.
Greater transparency in how energy offers are

advertised and providing clear advice to
customers before they sign up to an energy deal
have also been embedded in new energy rules.

This added on average, an extra $188 to their
annual bill.
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More customers getting help

Since the introduction of new entitlements for
energy customers facing or anticipating payment
difficulty, there has been an increase in customers
receiving assistance under the new framework.

From 1 January 2019, the number of electricity
customers receiving help rose from around 48,500
to over 64,500.

At the same time, we have seen a marked
decrease in customers being disconnected
for not paying energy bills.

Disconnections are 34 per cent lower than in
2017-18 and almost 22,000 fewer disconnections
than the highest levels recorded in 2013-14.

These are a positive sign that more customers are
getting the help they are entitled to earlier to
ensure disconnection is only ever a last resort.

We are concerned however, that over half of
customers disconnected since 1 January are not

©

Restoring customer confidence and
trust in the market

We are holding businesses to account with the
aim of restoring confidence and trust in the
market.

In 20187 19, we issued $390,000 in penalty
notices to energy retailers and distributors for
failing to maintain customer protections.

We had a concerted focus on compliance
throughout the year, extending our audit program
of distributors and retailers.

We resolved 23 wrongful disconnection disputes
referred to us by the Energy and Water
Ombudsman (Victoria) resulting in over $280,000
compensation being paid to affected customers.

We supported new entrants into the market by
issuing 23 new energy licences including 12 new
generators comprised of five solar farms, six wind
farms and one landfill gas generator.

getting the assistancet hey 6r e .aMeare t | e d THis@eport is designed to give the reader real

following up on this data and will report further on
this in the new year.

We are still in the early stages of the framework
which has been in place for less than a year.

We are speaking directly to customers and their
advocates to find out how regulatory reforms are
affecting the customer experience.

While we have seen some positive signs, this is
not consistent across the market, or within some
businesses.

Every customer is different, and it is important for
us to understand the varied ways customers
interact with their energy retailer.

To do this, we will continue listening to customers
throughout 20197 20 about their experiences when
seeking support in the energy market.

insight about what is happening in the market,
from a customer perspective.

After exercising our data collection powers for the
first time, we have been able to present data
direct from retailers about what customers are
paying for their energy.

This is a real step forward for transparency about
what is happening in the market.

We will take another step forward over the next
year as we develop a framework for assessing the
competitiveness and efficiency of the market.

The framework is all about helping the Victorian
energy retail market deliver benefits to consumers
by providing value for money for energy prices
and great customer service.

I look forward to continuing to deliver those
benefits to you, the customers, over the next year.

Kate Symons

Commissioner and Chairperson
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Key Findings 2018-19

Energy Prices

ELECTRICITY

$386 3% increase

you could pay in electricity prices —
standing offer prices
for not meeting discounts on your

electricity bill. We found on average
the cost to customers of not meeting
your discount was $188

offers X
85% have ‘no discounts’ and

°@

30 per cent decrease in
the number of offers with
high discount offers

of electricity of electricity electricity customers
customers are discounts are pay missed at least one of
on discount offers on time discounts their conditional offers

N @

max. average i
$28 price ' 1-3% increase

ELECTRICITY
& GAS

for not meeting discounts
on your gas bill

in the price of no discount/
unconditional market offers

. 1% increase No change
in gas prices — in the price discounted
standing offer prices

market offers



Payment Difficulties

Payment difficulty framework —
data collected from
1 January 2019

GAS

46,975

number of gas customers
receiving tailored
assistance (average)

$1,042

average arrears

average arrears of gas
customers receiving tailored
assistance who couldn’t
cover their ongoing use

of customers that are

58% | 64%

receiving assistance of.gas customers entering
are not covering tailored assistance
their ongoing use commenced with less

than $500 in arrears

ELECTRICITY

64,508

number of electricity
customers receiving
tailored assistance

(average)

$1,366

average arrears

of electricity customers
receiving tailored assistance
who couldn’t cover their
ongoing use

57%
5 5 0/ (0] of customers that are

of electricity customers receiving assistance are not
entering tailored covering their ongoing use
assistance commenced

with less than
$500 in arrears




Disconnections, utility relief grants,
and compliance with the energy rules

ELECTRICITY & GAS

&

DISCONNECTIONS

$797,176 36,729

amount paid residential disconnections

10 customers who were for non-payment
wrongfully disconnected

1in2
customers

disconnected for non-payment
did not receive assistance 484

within the six months prior C us‘tomers

to disconnection
{from 1 January 2012) were

wrongfully x
disconnected

&

COMPLIANCE WITH
ENERGY RULES

$350,000

in penalties paid

by distributors for failing
10 notify customers
of planned outages

UTILITY RELIEF GRANTS

29,108

utility relief grants

were paid to customers

$40,000 of up to $650

in penalties paid
by retailers

@

=




LICENSING

23 energy 4 yndesaie
licences
Issued

4 electricity
‘ retail licences

3 gas retall
licences
12 new generation
licences

CUSTOMER SERVICE

S
complaints seconds

per 100 electricity
customers

average wait time for
customer calls to

@ com IaintS be answered
P 55

per 100 gas customers
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An overview of the
Victorian energy market

Introducing how energy is supplied

, ‘ \ ' - to you in the Victorian energy market
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How is my energy supplied?

Your electricity and gas are supplied by The figure below shows how different
three different types of energy energy businesses interact to provide you
businesses: generators and producers, with energy.

transmitters and distributors, and energy

retailers.

Figure 1.1 Anillustration of how energy is supplied to you

Transmission

and distribution \j’uPply energy
. to you
businesses

« Transmission

Produce energy businesses Customer
for you K deliver electricity
generated
from power You L{se the energy
Generators and stations through supplied to you from
producers high voltage three tyPes of energy
transmission lines companies.
+  Power stations across the country. Your energy bill covers:
generate electricity. X Disirbuten *  the electricity
* Producers extract businesses deliver generated and the
gas from gas fields. electricity through gas produced
+  Both sell the poles and wires - the cost of
energy they and gas through delivering that
produce into the pipes to your energy to you and
wholesale market) neighbourhood. J + the cost of billingj
Buy energy on )::;:f:yt:: Measure your Bill you for your
your behalf energy to you energy usage energy use

Retailers

« Co-ordinate your energy supply and energy bill.

+ Manage the risk of price changes when they buy energy from the wholesale
market.
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Generators and producers

In Victoria, most of the energy we use is
generated or produced at a large-scale and then
distributed through electricity networks or gas
pipelines to your home or business.

Electricity is mainly produced by power stations
from sources including coal, wind, sun, water and
gas.

Large-scale generators are required to operate
with a licence in Victoria, unless exempt under the
rules. Licensed businesses can generate and sell
electricity directly to energy retailers through the
wholesale electricity market.

Increasingly, customers are generating their
own electricity through solar panels or even
small-scale wind turbines. According to the
Clean Energy Regulator there are more than
421,000 small-scale solar PV installations in
Victoria.

Gas is extracted by producers who sell it through
the wholesale market or bilateral contracts. The
gas is transported through transmission and
distribution pipelines to homes and businesses.

©

Transmission and  distribution
businesses

Energy is supplied to your home by a different
business to the one that bills you for energy. The
businesses that deliver your energy through
pipes, poles and wires are called distributors.

Distributors measure the amount of energy each
customer uses, and pass that on to the retailers.

They charge your retailer for the cost of delivering
energy to your home. Retailers use this
information to calculate and issue your bill.

There are five electricity distributors and three gas
distributors that own and operate the energy
network in Victoria. These distributors operate in
different parts of the state (figure 1.2).

Figure 1. 2 Electricity and gas distribution areas in Victoria

N

= Electricity distributors
— Gas distributors

Powercor

Australian
Gas Networks

AusNet Services

CitiPower

=

United Energy

AusNet Services

Australian
Gas Networks

Jemena

AusNet Services Multinet

CitiPower

United Energy

nie

You can find out who your electricity distributor is by visiting https://www.energy.vic.gov.au/electricity/electricity-
distributors or checking your electricity bill. You can also find your gas distributor on your latest gas bill
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Retailers

Retailers coordinate your energy supply and

energy payment.

In 2018i 19, depending on where you live in

Exempt persons

In 20171 18, the Victorian government revised the

framework that applies to certain entities that

licence.

Victoria, you can expect to have up to 25 licensed

electricity retailers and 16 licensed gas retailers
competing to sell you energy (residential and

small business customers).

You have been able to choose your electricity and

gas retailer since 2002.

The price your retailer charges you includes:

1 the wholesale cost of energy i retailers
estimate how much they expect to pay for

operate electricity networks without requiring a

Entities operating exempt networks must now
register with the commission, and comply with

additional obligations that protect customers.

Embedded electricity networks are private

networks found in buildings and premises like

residential parks.

wholesale energy (accounting for changes in

the price of wholesale energy over time)

9 the cost of delivering it to you i they calculate
how much it costs to deliver energy to their
customers (the cost of distribution)

1 the cost of renewable energy and energy

efficiency schemes
T the retailersod

apartment buildings, shopping centres,
caravan parks, retirement villages and

If you occupy one of these premises, you may be

electricity in bul

embedded network.

cost of billing, mar keting

customer service, as well as their profit margin.

Types of embedded networks

[ L Retirement
L village
.00
D=,'__._gg Apartment
i buildin
- Uao J
g
1=
| I G:]u— (-
Lol o Caravan park
o—
4':1—- I—I—I -I Shopping centre
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supplied electricity by the embedded network
operators. Embedded network operators buy

k thehr ough

sell or supply it to individual customers within the

and
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Who can sell or deliver gas and
electricity?

In Victoria, businesses supplying energy are Australia i Ballarat, Telstra Energy, Moorabool
generally required to hold a licence issued by the Wind Farm Interface)

commission. This includes businesses generating 1 three gas retail licences (1st Energy, Agora
electricity, operating power stations and high Retail and Tango Energy).

voltage transmission lines, delivering gas and
electricity through pipes and wires, as well as the
retailers that sell you energy.

We update existing licences as required and
administer the exempt persons register. During
201871 19 we registered over 1,100 embedded

. . networks that supply over 140,000 customers.
We issued 23 energy licences PPl

In 20181 19, we issued 23 energy licences to
businesses operating in Victoria, which included:

1 12 new licences to generate electricity, Victorian licensing system
including five solar farms, six wind farms and
one landfill gas generator (figure 1.3) Licences are granted with a range of conditions

and obligations to comply with codes and
guidelines we publish. Some businesses are

1 four new electricity retail licences (Energy
Locals, Elysian Energy, SIMEC Zen Energy

Retail and Power Club) exempt from holding a licence, such as
1 four electricity wholesale licences caravan parks or embedded networks (see
(EnergyAustralia i Gannawarra, Energy page 14).
Figure 1. 3 Location of new licen ces for electricity generation in Victoria in 2018 119
Yatpool Sun Farm Pty Ltd
(106.‘4MW) »
Iraak Sun Farm Pty Ltd _ﬁ Wind %Solar [ Battery

(112.5MW)

P Wemen Asset Co
Pty Ltd (97.5MW)

| GESS ProjectCo Pty Ltd (25 MW)

f‘(“ Murra Warra Project Co Pty Ltd
I (226 MW) ong
% Numurkah Solar Farm
Pty Ltd (128 MW)

-§u Bulgana Wind Farm Pty Ltd

“ (200 MW wind, 20 MW battery)

Pacific Hydro Crowlands f'l‘
Wind Farm Pty Ltd (80MW)

Lal Lal Wind Farms Nom Co Pty Ltd (220 MW)
;II L}
N\
Moorabool Wind Farm Pty Ltd —-I 0
North (170MW) and South (162MW)
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Regulating the energy
sector in Victoria

Highlighting the changes we have
made to the energy rules in Victoria
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Changes to the way customers
experience the energy market

Webve done a | ot of work to bettrghtsapd ot ect en
entitlements do energy customers have, and when will new entitlements start?

I want a fair price

Since 1 July 2019, customers have had the option to switch to the
Victorian Default Offer — a simple, independent and trusted electricity
price.

Under new legislation, every Victorian household and small business
(except if in an embedded network) can now ask their retailer to be
switched to the default offer.

The default is based on an independent assessment of the efficient costs
retailers need to recover to provide electricity.

If you were on a flat standing offer, before 1 July 2019 you were
automatically put on the default offer. If you’re now on a standing
offer that is not flat, or if you're on a market offer, you can still ask
your retailer to put you on the default offer if it's a better deal.

Electricity and gas retailers are now also required to tell if you are on
their ‘best offer’ for you. They must include this information on your
bills at least three times a year. If you're not on the best deal for you, they

must tell you how much you could save by switching. /

The payment difficulty framework came into effect on 1 January 2019.

Under this framework, retailers must give all customers access to flexible
payments and support services.

If you need help staying on top of your energy bills, retailers can:

+ allow smaller payments more frequently
« change the frequency of payments

« delay payments of a bill or

« allow early payments where possible.

If you have unpaid bills and can no longer afford your energy, retailers must
offer to put a pause on your debt payments for six months and reduce
the full cost of your bill (which may be added to the amount you owe later).

Retailers must also offer you a plan to pay off your bills; information
about how to lower your energy usage; and provide advice on other
assistance available, such as government-funded grants and energy /

concessions.

Victorian Energy Market Report 20187 19
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The power to know what you're getting

Since 1 July 2019, you have more rights than ever before to know what
you're getting for your energy deal, to compare it easily and get clear and
helpful advice from your energy company.

Retailers must now:

* give you at least five business days’ warning on any price or
benefit changes that affect your bill

» this must also include their *best offer” with information about how
much you could save by switching to this offer

¢ provide energy fact sheets for all of their energy plans to allow
you to easily compare information across different plans and retailers

« fact sheets should be on your retailer’s website or ask them to mail
you

« show GST inclusive pricing on all their energy plans to make
it easier for you to compare offers

« allow you to provide a picture of your gas meter if you get an
estimated gas bill, so they can provide a more accurate bill. J

Energy reform journey

2013-14 2016-17 2018-19 2019-20

New powers to
protect consumers

Disconnections New energy rights

Debt threshold
/ increased /

peak - best offer on bills
- clear advice for customers
- Victorian Default Offe
2015-16 2017-18 2018-19 "V BeRIEO™ 501920
Victorian government inquiry New protections for payment New rules to help New rules to make contract
into hardship programs difficulty and embedded customers effectively terms clearer and fairer
network customers navigate the energy market (commencing July 2020)

(commended July 2019)
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What rule changes have we madeIn

20181 197

We regularly review the Victorian energy
rules to promote the long-term interests of
Victorian consumers. In 20187 19, we
made several changes to the energy
rules that affect the way in which
customers experience the energy market.

The changes which came into effect
during the year included:

tell
dest offerdfor you and warn you of any
upcoming price or benefit changes

9 retailer& mu st theor u

1 simple and accessible fact sheets must
be provided for all energy deals

1 the Victorian Default Offer was
introduced from 1 July 2019

1 the ability to self-read your gas meter if
you receive an estimated bill

1 updated minimum feed-in tariff rates
for customers who own solar panels

1 increased protections for customers
living in embedded networks.

best
bills and prior warning of changes to

Your retail erds

prices or benefits

In 2017, an independent review of the Victorian
energy market found competition was not working
effectively for consumers.

The Victorian Government supported the
recommendations and issued terms of reference
to us to deliver many of the reforms.

We have recently focused on changing the energy
rules to unlock the complexity customers

experience when participating in the retail energy
market.

The following new rules started from 1 July 2019:

1 Retailers must notify you regularly about their
best offer on energy bills T at least once every
three months for electricity and once every four
months for gas. It must include how much you
could save if you switch to a better offer.

1 Retailers must notify you at least five business
days before any price or benefit changes that

P Wi}fa(ﬂ‘th)(?othﬁll. on

1 Retailers must provide you with clear advice
before you sign a new energy deal. They must
help you navigate to a product that best suits
your circumstances.

1 Retailers must provide GST inclusive pricing
on bills and in marketing material.

Simple and accessib le energy fact sheet

From 1 July 2019, retailers are required to provide
energy fact sheets to help customers assess and
compare energy offers.

They must include information about available
offers in a consistent format, including a table
comparing the average yearly cost for a range of

typical customers (e.g. household size) to help
0y ufeagil)}’ comBane plaﬁs.n ergy

The Victorian Default Offer

In December 2018, the Victorian Government
asked us to provide the methodology to calculate
a fsimple, trusted and reasonably priced electricity
option6to be known as the Victorian Default Offer.

The VDO came into effect on 1 July 2019, for
around 160,000 residential and small
business customers who were on simple
standing offers for electricity.

Victorian Energy Market Report 20187 19
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Estimated savings for these customers ranged
from $310 to $450 for residential customers, and
$1,380 to $2,050 for small business customers.

The VDO is available to all residential and small
business customers on request.

Provide your own meter reading to
prevent e stimated bill shock

In early 2018, we received reports customers

werereceivinghi gh esti mated bi

s hoc ksomef or

At times, your retailer can estimate your energy
use for billing instead of measuring the actual
usage from your meter. They can do this if, for
example, they cannot physically access the meter
or do not have reliable data from the meter.

We changed the rules to allow customers to
provide a read of their own energy meters. This
means you can provide your own meter reading,
for example by taking a photo of your gas meter,
so your bill can be adjusted to accurately reflect
your usage.

Self-reads can only be submitted for electricity if
your property does not have a smart meter.

The new rule came into effect 1 July 2019.

Updated minimum feed -in tariff
rates offered by retailers

Each year we set the minimum feed-in tariffs
retailers can credit customers for the electricity
they export to the grid from sources like rooftop
solar.

The feed-in tariffs change annually to reflect the
latest information on the wholesale price of
electricity and avoid losses through the network.

From 1 July 2019 until 30 June 2020, the
minimum single rate feed-in tariff will be 12.0
cents per kilowatt hour.

We have also set a time-varying feed-in tariff
which varies between 9.9 and 14.6 cents per
kilowatt hour depending on when the power is
exported to the grid.

Increased protections for customers
living in embedded networks

During 2018i 19 we registered over 1,100
embedded networks that supply over 140,000
customers.

We also clarified the rules around customer
protections and provided customers in embedded
networks with comparable protections to other

Victorian electricity customers.

s, leading to oObill
These protections started on 1 January 2019 and

broadly include obligations about:

1 access to free, independent dispute resolution
through the Victorian Energy and Water
Ombudsman

1 explicit informed consent

9 billing, including contents and information on
bills, basis for bills, frequency of bills

1 payment methods, undercharging and
overcharging, additional retail charges and
merchant fees

1 payment difficulties assistance and payment
plan options, restrictions on debt recovery for
residential customers experiencing payment
difficulties, a prohibition on security deposits
for residential customers

1 general information about interpreter services,
provision of information to customers

91 reminder notice and disconnection warning,
notice requirements

9 disconnection and reconnection requirements

1 life support equipment requirements

9 access to free independent impartial dispute
resolution.



We are working on several reviews and reforms
that will affect how Victorian businesses and
customers interact in the energy market.

Key changes under consideration include:

1 new protections for energy customers
experiencing family violence

1 clearer and fairer contract terms and conditions
for energy retail customers

1 stronger protections for customers relying on
lifel support equipment

1 updated technical standards and customer
protections under the Electricity Distribution
Code

9 improving network connection timeframes for
new developments

1 guidance and resources for embedded
networks and their customers and

1 anew framework to monitor and report on the
competitiveness and efficiency of the Victorian
energy retail market.

New protections for energy
customers experiencing family
violence

We have updated the Energy Retail Code to
strengthen protections for residential and small
business customers of energy retailers affected by
family violence. These new obligations commence
on 1 January 2020.

The Victorian Royal Commission into Family
Violence identified how perpetrators can use
essential services to cause harm.

It recommended energy and water codes be
amended to ensure customers experiencing
family violence receive the support they need,
when they need it.

Over the past year and a half, we have worked
with energy retailers, family violence specialists,
including financial counsellors, and victim-

©

survivors of family violence, to develop a family
violence framework.

The framework is supported by a better practice
guide for the industry which features case studies
on initiatives from across the energy and water
sectors to help customers affected by family
violence.

The guide aims to foster innovation beyond
the minimum standards and inspire
businesses towards continual improvement.

The updated Energy Retail Code will provide
customers affected by family violence with an
entitlement to safe, supportive and flexible
assistance from their energy retailer in managing
their personal and financial security.

Energy retailers will need to have a family
violence policy, and meet minimum standards on:

training

account security

customer service

debt management practices
external support services

=A =4 =4 4 4

evidence of family violence.

In 2019, we also established a baseline on how
customers are currently treated by their energy
retailers. This will act as a benchmark for future
reporting once the provisions are implemented.

Gas and electricity
\ | / retailers must have a

- o~ Secure process that

avoids affected customers

having to repeatedly

” S\ disclose or refer to their
experience of family
violence.

See 106H of the Energy Retail Code.
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Clearer and fairer contract s for
energy retail customers

In 20181 19, we established new customer
entitlements to help customers engage more
confidently to rebuild trust in the retail energy
market.

This work is continuing in 20197 20 with a
focus on ensuring energy contracts are clear
and fair.

In June 2019, we published an issues paper
outlining implementation options and plan to
publish a draft decision in December 2019.

We expect amendments to the Energy Retalil
Code relating to contract periods, practices and
variations to come into effect on 1 July 2020.

These reforms are part of a broader suite of rule
changes arising from the Independent Review of
the Electricity and Gas Retail Markets in Victoria.

The review found the retail energy market was not
working in the long-term interests of consumers
and made 29 detailed recommendations aimed at
improving outcomes for consumers.

Strengthening protections for life
support customers

Customers who rely on life support equipment to
live need access to a reliable supply of electricity
or gas to their premises.

As the regulator, we need to make sure the
energy rules promote continuity of supply for
these customers. This includes requiring retailers
and distributors to communicate with each other
when a life support customer is identified.

In 20191 20 we have worked to strengthen the life
support rules to:

1 ensure protections are in place for these
customers as soon as they inform their energy
business that they require life support
equipment

1 extend life support protections to customers
who require gas to fuel their life support
equipment

9 establish a requirement for more robust
processes to ensure the accuracy of life
support registers

1 promote better communication between energy
businesses in relation to life support customers

1 provide more comprehensive information to life
support customers about their rights processes
and energy businessesbd

1 clarify responsibilities between customers and
energy businesses in situations where life
support equipment is fuelled by both electricity
and gas.

These strengthened protections are in addition to
existing critical protections that prevent Victorian
life support customers being de-energised or
disconnected by their energy business, and
require distributors to notify customers of a
planned interruption.

In 2020, these new rules will take effect. We have
also included some transitional arrangements for
legacy life support customers to ensure they are
protected under the new framework.



Electricity Distribution Code review

The Electricity Distribution Code sets out
requirements for distributors and customers to
promote the safe and efficient delivery of
electricity for Victorians.

Given the technological change facing the
electricity network, we are undertaking a
review of the distribution code to ensure it
meets our needs into the future.

In April 2019, we set out our approach for
reviewing the code, focusing on:

1 Technical standards, which set the level of
quality the distribution network must provide
and manage.

9 Customer protections, which include
recognition payments for customers
experiencing poor reliability due to the physical
network, and distributor requirements to notify
customers of planned outages.

Throughout 20191 20 we will engage further with
stakeholders on the technical and customer
service standards to prepare our draft and final
decisions.

We plan to make our final decisions and amend
the code during 20197 20.

Once this is completed, we will look at broader
changes that may improve how the code is used
and how it enhances the service provided to
consumers.

A new approach to improving
electricity connections times

During 20197 20 we are examining whether to
codify electricity connection timeframes.

In 2018, we provided advice to the Assistant
Treasurer (then Minister for Finance) on the
causes of delays to electricity connections in new
developments (in greenfield areas).

©

In September 2018, all five Victorian
electricity distribution businesses signed a
service improvement commitment agreeing to
a number of improvement initiatives.

We established a governance committee chaired
by commission chief executive John Hamill to
oversee the implementation of the commitment.

In May 2019, developers reported a considerable
improvement in distribution businesses'
performance over the last 12 months.

Although we recognise the improved connection
timeframes reported by distributors and
recognised by developers, we also considered
formalising distributors practices as obligations in
our code as part of our review.

Supporting new protections for
energy customersine mbedded
networks

Throughout 20197 20 we are continuing our work
with exempt retailers, distributors and their
customers. Our main focus is developing
resources to help ensure customers are receiving
the right service for them.

This includes:

1 creating sample electricity bills, payment
reminder notices and disconnection warning
notices for exempt persons to use

9 publishing a guide to Victorian electricity rules
for exempt retailers and distributors and

1 developing a sale and supply agreement
template to assist exempt persons with
providing required information to customers.

These tools will help customers know what
service they are paying for, clarify obligations for
exempt persons providing energy services and
provide a set of protections embedded network
customers can rely on.



Performance of
energy businesses

An explanation of how well Victorian
energy retailers and distributors
have performed against a range

of measures
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Which retailers had the greatest changes

IN customer numbers in 2018i 19?

Medium sized retailers increased their
market share of residential customers

In 20181 19, we found medium sized retailers
(those with between 30,000 and 150,000
customers) saw the greatest increase in the
market share of residential customers.

Retailers that were medium sized for the majority
of the year gained four and three per cent of the
residential electricity and gas market share
respectively, at the expense of large retailers.

Alinta Energy gained over 90,000 residential
energy customers i the largest gain of all retailers
compared to the previous year (as shown in table
3.1).

Tango Energy, Sumo and GloBird Energy also
had large increases with each acquiring more
than 20,000 new residential energy customers.

Specifically, Tango Energy gained over 26,000
residential electricity customers, which is a
doubling of its customers compared to the
previous year.

Simply Energy, Red Energy, Sumo and
Momentum Energy each acquired more than
10,000 residential gas customers.

EnergyAustralia i a large energy retailer i lost the
most residential energy customers in 201871 19,
with over 50,000 residential energy customers
changing retailers

Figure 3.1 Market share residential
electricity customers, by retailer
average across 20187119
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Figure 3. 2 Market share residential gas
customers, by retailer average across
2018119
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Electricity switching rates

in 201 8-19

According to data from the Australian Energy
Market Operator, 27 per cent of Victorian

residential and small business electricity
customers switched retailers during the year.
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Table 3.1 Change in energy residential customers, ranke d by retailer (by size)  average
across 2017718 and 20187 19

Electricity (residential) Gas (residential)
Retailer change in % change change in % change
20171 18 2018i 19 customer from 20171 18 2018i 19 customer from
numbers previous numbers previous
AGL 550,904 557,035 6,130 1% 514,851 510,396 -4,455 -1%
EnergyAustralia 455,419 425,406 -30,014 -1% 403,839 383,839 -20,000 -5%
é Origin Energy 456,467 437,638 -18,829 -4% 351,975 331,740 -20,235 -6%
% Lumo Energy 167,353 146,120 -21,234 -13% 143,921 129,695 -14,226 -10%
g Red Energy 232,396 232,135 -261 0% 160,092 165,206 5,114 3%
Simply Energy 240,087 245,725 5,638 2% 197,770 201,908 4,138 2%
Alinta Energy 89,412 151,215 61,803 69% 53,066 90,740 37,675 71%
Click Energy and amaysim 39,297 45,033 5,736 15% 28,278 33,156 4,879 17%
Dodo 46,832 41,134 -5,697 -12% 39,065 34,599 -4,466 -11%
é Momentum Energy 79,464 88,111 8,648 11% 54,324 61,934 7,610 14%
E Powerdirect 32,588 31,109 -1,479 -5%
E Powershop 57,471 59,301 1,830 3% 48 13,862 13,814 28730%
Tango 11,547 37,934 26,387 229%
Sumo 27,721 42,021 14,300 52% 5,039 23,270 18,231 362%
1st Energy 6,400 6,026 -374 -6%
Blue NRG 71 36 -35 -49%
CovaU 281 407 126 45% 247 350 102 41%
Diamond Energy 3,941 3,654 -387 -10%
ERM Business Energy 0 0 0 0 0 0
Globird 12,795 24,590 11,795 92% 10,129 10,129
g Next Business Energy 156 115 -41 -26%
g People Energy 9,158 7,768 -1,390 -15%
E QEnergy 857 679 -179 -21%
Sun Retail 1 0 -1 -100%
Tas Gas 89 385 296 332%
WIN Energy 0 1 1
Elysian Energy 16 16
Energy Locals 40 40
Powerclub 14 14
Onsite Energy Solutions 7 5 -3 -38%
TOTAL 2,520,627 2,583,170 1,952,604 1,991,209

The average residential customer is calculated from the numbers of residential customers with each retailer as at the last
day of each calendar month. Figures may not add up precisely due to rounding
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Medium sized retailers have also
increased their market share of
small business customers

Tango Energy gained the largest number of small
business customers in 2018i 19, with over 5,000
small business energy customers signing up to
the retailer.

Four retailers gained more than 1,000 small
business electricity customers. These were Tango
Energy, AGL and Origin Energy.

Simply Energy had the largest number of small
business electricity and gas customers leave in
2018i 19, with 5,923 small business energy
customers changing, as shown in figure 3.7 and
3.8.

For electricity, medium retailers gained around
three per cent of the market share at the expense
of large retailers. For gas, medium retailers
gained one per cent of the market share at the
expense of large retailers.

Figure 3. 5 Market share small business
electricity customers, by retailer
average across 20187119
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Figure 3. 6 Market share small business
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across 201 8i 19
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Figure 3. 7 Change in electricity small business
average across 201 71 18 and 201 8719
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Table 3.2 Change in energy small business customers, ranked by retailer (by size)
average across 2017118 and 20187119

Electricity (small business) Gas (small business)
. change % change %
Retailer 2017i 2018i in  change 2018i in  change
18 19 customer from 19 customer from
numbers previous numbers previous
AGL 48,493 51,481 2,988 6% 16,463 16,210 -253 -2%
EnergyAustralia 42,900 38,191 -4,710 -11% 10,438 9,306 -1,131 -11%
é Origin Energy 70,630 71,895 1,265 2% 21,042 23,409 2,368 11%
g Lumo Energy 14,920 12,535 -2,385 -16% 2,833 2,432 -401 -14%
% Red Energy 8,064 8,610 547 7% 2,256 1,673 -583 -26%
Simply Energy 20,495 16,575 -3,920 -19% 8,358 6,355 -2,003 -24%
Alinta Energy 2,300 7,818 5,517 240% 20 155 135 687%
Click Energy and amaysim 1,377 2,211 834 61% 256 428 172 67%
" Dodo 1,880 1,823 -57 -3% 0 0 0
% Momentum Energy 29,494 27,355 -2,139 -7% 3,736 4,021 285 8%
g Powerdirect 10,654 8,567 -2,087 -20%
% Powershop 3,690 3,805 114 3% 0 106 106
= Tango 1,891 7,175 5,284 279%
Sumo 2,263 1,594 -668 -30% 0 0 0
1st Energy 1,321 840 -481 -36%
Blue NRG 7,538 6,005 -1,534 -20%
AGL Sales (Qld) 0 0 0 -100%
CovaU 401 432 31 8% 315 460 146 46%
Diamond Energy 177 211 34 19%
Elysian Energy 6 6
EnergyAustralia Yallourn 91 238 147 162%
§ ERM Business Energy 5,639 4,190 -1,449 -26% 0 0 0
iﬁg Globird 1,018 1,176 158 15% 55 55
g Next Business Energy 1,872 2,609 737 39%
People Energy 388 330 -58 -15%
Powerclub 0 0
Progressive Green Energy 0 0 0
QEnergy 1,974 1,275 -699 -35%
Stanwell Corporation 1 0 -1 -100%
Sun Retail 17 9 -8 -48%
Tas Gas 1 5 4 357%
TOTAL 279,487 276,954 65,717 64,617

The average small business customer is calculated from the numbers of residential customers with each retailer as at the
last day of each calendar month. Figures may not add up precisely due to rounding.
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How well did my retailer provide

customer service?

How well your retailer responds to a question
about a bill, or a complaint about a service issue
can be a good indicator of the quality of a
retailer& customer service standards.

For consideration if customers are thinking about
signing a new contract or switching retailers, we
report on customer service standards to help
consumers better understand the market.

Complaints to retailers
Customers mainly complain about:

9 billing issues, including overcharging or
mistakes on bills

1 marketing complaints, including concerns
about particular sales tactics

1 customer transfer complaints, which could be
related to failing to transfer a customer to
another retailer within a certain time and

1 other complaints, which could be about poor
customer service.

Retailers reported that Victorian residential
energy customers made 119,160 complaints
to retailers in 2018i 19, an increase of 2 per
cent on 20177 18.

In 201871 19, there was an average of 2.9 and 2.2
complaints for every 100 residential customers for
electricity and gas, respectively. This has stayed
the same for the past three years (see figure
3.10).

Similar to the previous year, billing issues were
the most common type of complaint. Billing
complaints rose by 13 per cent while all other
categories decreased (see figure 3.9).

Simply Energy had the highest number of
reported complaints with 7 complaints per 100
electricity customers, and 7.42 per 100 gas

customers. This is more than double the Victorian
average for 20171 18 (see figures 3.11 and 3.12).

For electricity, Sumo had the largest increase in
complaints per 100 electricity customers with an
increase of 88 per cent (shown in figure 3.11). In
contrast, Tango Energy had the largest reduction
in complaints per 100 electricity customers with a
decrease of 67 per cent

For gas, Sumo had the largest increase in
complaints per 100 gas customers with an
increase of 42 per cent (shown in figure 3.12). In
contrast, Alinta Energy had the largest reduction
in its complaints per 100 gas customers with a
decrease of 58 per cent.

Figure 3. 9 Residential complaints
(electricity and gas) to retailers, by type
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Figure 3. 11 Residential complaints to retailers per 100 electricity customers
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Figure includes only retailers with at least 1,000 residential electricity customers. QEnergy (9.28 per 100 electricity
customers), Next Business Energy (1.73 per 100 electricity customers), Energy Locals (2.50 per 100 electricity
customers), Blue NRG (0.0) and CovaU (6.13 per 100 electricity customers) were excluded.

Figure 3.1 2 Residential complaints to retailers per 100 gas customers
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Increase in calls to retailers in
2018119

In 20187 19, retailers received an average of 23
calls per 100 electricity customers each month
(excluding sales enquiries). This was around a 17
per cent increase in total calls from the previous
year, as shown in figure 3.13.

Customers waited less time for their

calls to be answered

Although the number of calls forwarded to an
operator increased 17 per cent on the previous
year in total, the speed with which these calls
were answered improved. For 2018i 19,
customers waited on average 56 seconds for their
calls to be answered. This was a reduction of a
third compared to the waiting times in 20177 18,
as shown in figure 3.14.

Sumo customers waited the longest time when
calling their retailer, waiting over four and a half
minutes (271 seconds) before speaking to an
operator. However, this was halved when
compared to last year. Seven retailers had an
average wait time of over 60 seconds.

Performance of energy businesses

Figure 3.1 3 Number of calls per 100

electricity customers, by retailer
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If you have a question about your service, for example, about your energy bill, first contact your

retailer.

If you cannot resolve the issue with your retailer, you can contact the Energy and Water
Ombudsman Victoria (EWOV) on 1800 500 509. EWOV is an independent and free dispute
resolution service. It will only consider an investigation if you have already tried to resolve your

complaint with your retailer.

Cases and investigations carried out by the Energy and Water

Ombudsman (Victoria)

One indicator of the effectivenessofa r et ai |l er s compl ai n
complains that are not resolved at the retailer level and subsequently become investigations by
EWOV. In 2018i 19, EWOV received 24,053 cases related to electricity and gas retailers.
EWOV also carried out 4,031 investigations related to disputes involving retail electricity and
gas customers. This was a decrease on the previous year with 26,946 cases and 4,805
investigations in 2017-18. The rate of investigations carried out by EWOV varied greatly by
retailer, ranging between 0.08 to 0.26 investigations per 100 energy customers, as shown in

figure 3.16.

ts process is

Sumo had the highest rates of investigations for large and medium retailers, at 0.17 investigations
per every 100 energy customers respectively. People Energy, a small retailer, had the highest
rate of investigations at 0.26.

Figure 3.1 6 Total EWOV investigations per 100 residential energy customers
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How reliable is the energy delivered by

my distributor?

Distributors are responsible for the reliability of
your energy supply i they make sure your energy
supply is there when you need it. They also
ensure that energy is delivered to you, and that it
meets the required quality standards. For
example, electricity is delivered without large
variations in voltage that could damage electrical
equipment.

The gas distribution network is more reliable than
the electricity system, mainly because the
pipelines are underground and therefore protected
from the weather and other interference. This
analysis therefore only focuses on electricity
distribution.

Your electricity distributor maintains the poles and
wires connecting your property to the grid. They
are required to notify you in advance if they plan
to shut off your supply. However, you may
experience unplanned outages from time to time.
When this happens, you may be eligible for a
payment from your distribution network.

Average number of electricity
interruptions  have increased

Distributors submit audited reports on reliability,
which is measured by:

1 counting the number of times your supply was
interrupted without warning for more than a
minute

9 calculating how long the unplanned
interruptions lasted.

As shown in figures 3.17 and 3.18, the average
number and duration of electricity interruptions
has increased across most distributors in 2018i 19
compared to the previous year.

Figure 3.1 7 Average number of
unplanned electricity interruptions , per
customer
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Figure 3.1 8 Average length of
unplanned electricity interruptions , per
customer
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Increase in the payments to
customers as a result of disrupted
electricity supply

We oversee a guaranteed service level scheme
that requires distributors to make payments of up
to $360 to individual customers when certain
service levels are not met.

These guaranteed service level payments by
distributors to electricity customers totalled $10.01
million in 2018.

Table 3.3 outlines the number and type of
guaranteed service level payments distributors
have made to customers since 2013. This
includes delays in connecting supply.

What should I do if my
electricity supply is
disrupted ?

If you experience an outage, you should
contact your distributor. Their contact
information can be found on your energy bill.
If you are eligible for a guaranteed service
level payment, this will be automatically
credited to your account each year.

You may be entitled to a payment if:

9 you experienced lengthy or repeated gas
supply interruptions, or lengthy repeated
electricity outages

1 your distributor made an appointment with
you and is late or does not show up, or

9 your distributor fails to supply energy to
you on an agreed day (for example, you
move to a new property and your
distributor does not supply energy to your
address on the agreed day).

Table 3.3 Electricity guaranteed service level payments, by type

Reasons for payment

Late appointments with customers 1,207
Delay in connecting supply 590
Repeated or lengthy power outages

S 67,149
(low reliability of supply)
Faulty streetlights not repaired in time 118
Total number of payments made 69,064

Total payments ($)

2014 2015 2016
1,138 49 101 45 58
407 317 1,479 4,982 2,274
92,052 79,991 135,110 46,913 80,159
302 211 648 182 190
93,898 80,568 137,338 52,122 82,681

$6,193,930 $9,272,677 $8,192,650 $22,281,980 $6,455,490 $10,006,160

Distribution results are reported on a calendar year with 2017 data being the most recent audited data available.*

! The total payments in 2016 were significantly higher due to disrupted electricity supply of customers as a result of

heavy storms across Victoria in October 2016.
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Unaccounted for gas reported by
distributors

Unaccounted for gas, or UAFG, refers to the
difference between the measured quantity of gas
entering the gas distribution system from various
supply points and the gas delivered to customers.
There are various causes for UAFG, including
fugitive emissions, metering errors, heating value,
data quality and theft.

In Victoria, UAFG is managed via a benchmark
process. Our Gas Distribution System Code sets
benchmarks for each Victorian gas distributor i
AusNet Services, Australian Gas Networks and
Multinet. The code requires gas distributors to use
reasonable endeavours to ensure that UAFG is
less than their benchmark.

Retailers are required to purchase enough gas to
cover customer consumption and actual UAFG.
Each year, gas distributors and retailers each
reconcile the amount of gas purchased against
UAFG benchmarks.

We have collected new data from gas distributors
on recent UAFG levels. The latest settled data is
shown in the following table and figures. The most
complete settled data is up to 2016 for our gas
network.

©

Figure 3.1 9 Class B DTS network UAFG
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Table 3. 4 Class B UAFG for DTS networks, settled data and benchmarks, from 2013 to

2016
. 2013i 17
Distributor benchmark
AusNet Services 5.4% 4.24%
Australian Gas Networks 3.7% 4.12%
Multinet 4.1% 5.05%

2018i 22

benchmark

4.69% 4.77% 5.10% 4.6%
3.61% 4.32% 3.52% 4.0%
4.95% 5.99% 5.24% 5.3%

AGN Class B benchmarks are separate for Victoria and Albury, both at 4.0% for 20181 22 and both 3.7% for 2013i 17.
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Energy retail
products and prices

A summary of the energy
retail products and prices that
were available in the market
during 2018-19



Energy offers have different pricing
structures

In 20181 19, most retailers offered gas and
electricity products in the Victorian energy market,
with 15 retailers offering both. The range of
available products can vary significantly.

Most energy offers have fixed and variable rates
that make up your energy bill. Fixed rates or the
6daily supply chargebd
amount per day. These rates do not depend on
how much energy you use.

ar

Variable rates are the amount you are charged for
each unit of electricity or gas you use. Variable

rates are often referred
chargedéd. These are usual
as a O6cents per kilowatt
and 6% per GJO6 for gas.

structured in three different ways (see figure 4.1):

1 Flat tariffs, which is a single rate that applies
to your energy usage regardless of when you
use it. This can apply to gas and electricity
offers. 27 per cent of generally available
electricity market offers are flat tariffs. Three
per cent of gas market offers were flat tariffs.

91 Block tariffs have different rates based on
how much energy you use, and differ as you
consume more energy. For example, for the
first 1,000 kWh of electricity you use (the first
'block’) you will be charged at a certain rate,
but once you use more than this you will be
charged a different rate. The rate per block is
often cheaper the more energy you use.

For gas offers, block tariffs can be seasonal,
meaning you can have different block tariffs
depending on the season. The tariffs during
winter are usually higher than in summer. Most

e

t
'y
h
V a

gas market offers for residential customers
were block tariffs.

1 Flexible tariffs, which have different rates

based on the time of the day you use
electricity. These apply only to electricity offers.
Flexible tariffs have peak, off-peak and
shoulder time periods where different rates are
set. Some flexible tariffs can also have more
time periods with corresponding rates.

often charged as an
Figure 4. 1 Structures for energy offers

ty,

A
= flat tariff
2
.:\4 7
©v a ousage
§ bill
=4 ctrici
ften
usage in a billing period
= block tariffs
2 —
2
= \
Y [re—
E | |
o ‘ B —
a |
| |
| |
T T 7
1,000 kWh 2,000 kWh
usage in a billing period
= flexible tariffs
=
>z
%]
f—
wv
D \ I
g — |
= ‘ \ 1
| | |

T T T
‘shoulder period'  ‘peak period'  ‘off-peak period’

usage in a billing period



~

v/

If you have not changed your energy
retailer in the past couple of years

You may have what is called a standard contract
or standing offer. We determine the terms and
conditions of standard contracts, which are set out
in our Energy Retail Code.

We did not set the price for standard contracts in
201871 19. However, from 1 July 2019, we
recommended to government (who accepted) a
set price for simple standard contracts (a flat rate),
which is now known as the Victorian Default Offer
(VDO). All residential and small business
customers on single rate standard contracts were
transferred onto the VDO rate.

From 1 January 2020, we set the price for the
VDO. The price of the VDO will also apply to other
standard contract rates, such as those rates that
are time-varying, or have demand charges.

All retailers must offer the VDO and it must be the
same for all customers on the same distribution
network.

What to expect when signing up to a new retailer

If you have changed retailer before

You are likely to be sold energy on what is called
a market contract with your retailer.

Although we determine some minimum standards
for market contracts, most of the terms and
conditions are set by the retailer. Your retailer can
change the price of a market contract at any time,
but they must notify you a minimum of five
business days before the price change.

Market offers can vary by the following types:

1 Discounted market offers have discounts
attached to their prices. These discounts might
be applied under certain conditions, such as
for paying your bill on time or for agreeing to
only be billed electronically.

1 No discount market offers have no discounts
attached to their prices.

1 Fixed price market offers are those where
the price is fixed for a set period, often 12 to 24
months. These offers may or may not include
discounts, depending on the retailer.

If you are on a market contract, you will typically
pay less for your energy use than if you are on a
standard contract i provided you meet the terms
and conditions of the contract.

of)

Before an energy retailer can sign you up as a customer, it must provide you with key information
about their energy offer. Energy businesses which do not provide this information cannot sign you up
as a customer. We have also introduced new rules that require retailers to be upfront about any terms
within a contract that could lead you to paying more than you expect.

You are also entitled to change your mind about entering into an energy contract. Soon after you enter
into the contract, energy retailers must provide you with written information about your contract. This
includes information such as prices, charges, billing and payment arrangements, the commencement

date and duration of the contract.

You then have 10 days to consider the contract and may cancel the contract free of charge within that
period. You can also cancel your contract at any time and switch to another contract or another retailer.

A small exit fee may be charged (up to $22).



We regularly obtain information from energy
companies to help us report on the type of
electricity and gas offers available to residential
and small business customers. We also issued a
formal notice to Victorian electricity retailers
requesting they provide data on what their
customers paid for electricity since 2017.

This information helps us understand the prices
customers are being offered, and how this
compares to what they are paying for electricity.

Analysis of w hat people actually
paid for their electricity contracts

We analysed data that we obtained from
retailers about the amount Victorian
customers paid to their retailers throughout
two years, 20177 18 and 2018i 19.

This is the first time we have conducted this
type of analysis.

We issued a formal information request to
electricity companies. We asked for data about
how much customers were paying for their power.
We also asked for information to understand the
types of contracts they placed customers on.

The retailer data showed that prices remained
stable in the 12 months to June 2019 compared to
the previous 12 months. Meeting all conditional
discounts did not necessarily mean a cheaper
electricity bill but missing one or more of the
discount conditions was costly. The first half of
this section provides an analysis of what people
actually paid for their electricity contracts, based
on data obtained from retailers via an information
notice issued under section 37 of the Essential
Services Commission Act 2001.

©

It also enables us to understand the types of
contracts customers are offered and placed on,
including contracts with fixed term periods and
contracts with pay on time discounts. This type of
data is also particularly relevant to our ongoing
function to monitor the competitiveness and
efficiency of the Victorian energy retail market.

This section explains the difference between the
data we collected and included in this report.

Analysis of the electricity and gas
offers available in the market at
certain times

We regularly analyse the price of energy
offers that are published by retailers. These
prices are not necessarily what customers are
currently paying, but reflect the energy offers
that retailers make available for customers to
switch to at certain times in the year.

We analyse electricity and gas offers published by
retailers on the Victorian Energy Compare
website, particularly those available at 30 June
each year.

We apply these offers to estimate what a typical
residential and small business customer might
use each year, if they were on these published
offers. For residential customers, we assume a
typical customer might use 4,000 kwh of
electricity and 54.4 GJ of gas each year. For small
business customers, we assume a typical
customer might use 12,000 kWh or 500 GJ of gas
each year.

The second half of this section provides an
analysis of offers available and published by
retailers on the Victorian Energy Compare
website.
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What have customers paid for their
electricity bills?

How much did Victorian customers Figure 4.2 Average price of electricity

paid by Victorian customers for 4,000

pay for electricity? ) ) .
kWh in 2017 7 18 and 2018 17119

The annual price customers pay for a typical
household using 4,000 kWh can vary. The $1,400
average cost for a Victorian customer on a market $1,200
contract with conditional discounts in 2018i 19

varied between $1,198 and $1,360 for an entire
year. The most expensive plans were standard
contracts varying from $1,268 up to $1,723 per $600
year (figure 4.3).

$1,000

$800

$400
We also found that the average price Victorian
customers paid for 4,000 kWh of electricity in a
year, did not vary signfiicantly between 20171 18
and 2018i 19, as shown in figure 4.2.

$200

$0
2017-18 2018-19

Source: Data obtained from retailers via an information

notice issued under s37 of the ESC Act 2001. Analysis
includes all standard and market contracts.

o

There are many offer types available in the market, but how many
of these offers are customers actually on?

As at 30 June 2019, we found Victorian retailers published over 100 offers within any distribution
zone, (based on the offers we found published by retailers on the Victorian Energy Compare
website).

We analysed the distribution of residential customers across contract types from three of the largest
electricity retailers using the data from our formal information request. Although there were
customers on between 24 and 48 different types of plans for each retailer, we found that four out of
every five customers were on only one of three market offers with their retailer.

Victorian Energy Market Report 20187 19



Figure 4.3 Annualised average electricity
usage of 4,000kwWh per year

Standard contract offer

United
Energy

Standard contract offer

Jemena Powercor

Conditional discount offer

Standard contract offer

AusNet
Services = Citipower

Conditional discount offer

$

o

No discount market offer $1,205

Conditional discount offer $1.216
Standard contract offer $1.273

No discount market offer $1.141

Conditional discount offer $1,186

No discount market offer $1,283

Standard contract offer $1.268

No discount market offer $1.196

Conditional discount offer $1.198

No discount market offer $1.300

$500

©

bill based on a typical residential customer
in 2018 T 19, by distribution area

$1.605

$1,723

$1.716

$1,000 $1,500 $2,000 $2,500
Average annual bill ($)

® Additional cost to customer when conditions were not met

Source: Data obtained from retailers via an information notice issued under s37 of the ESC Act 2001.

Analysis takes the average rate paid by customers against a typical residential electricity consumption of 4,000 kWh p.a.

Most customers were on electricity
contracts with discounts

Based on data obtained directly from retailers, we
found that 85 per cent of customers were on
market contracts with discounts in 20187 19.

Pay on time discounts feature in the market. Of
the accounts with conditional discounts at 30 June
2019, three out of every four had a pay on time
discount (as shown in figure 4.4).

Figure 4.4 Breakdown of discount types
received by Victorian electricity
customers

Dual fuel

6%
Direct
Debit 6%

Pay on
Time 75%

Source: Data obtained from retailers via an information
notice issued under s37 of the ESC Act 2001.

Victorian Energy Market Report 20187 19



©

Around one in five customers on
discounted contracts did not meet
the conditions for their discounts

Over 80 per cent of customers with discounted
contracts met the conditions to receive their
discounts (shown in figure 4.5). However, this
means that around one in five customers did not
meet part or all the conditions for their discount
throughout the year.

Figure 4.5 Breakdown of customers on
discounted an d undiscounted electricity

20% 15%

market contracts

100%

80%
70%
60%
50%
40%
30%
20%
10%

0%

Proportion of electricity customers
on market offers

30 June 2018 30 June 2019

= No discount on offer
Did not meet discount conditions
= Met all discount conditions

Source: Data obtained from retailers via an information
notice issued under s37 of the ESC Act 2001.
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Not meeting discount conditions can
be costly

Meeting your discount conditions may not result in
a cheaper electricity bill.

On average, the total price paid per kWh by
consumers when they met all their discount
conditions was almost the same as not having any
discounts on offer (as shown in figure 4.6).

We found it cost Victorian customers $188 in
2018-19 and $268 in 2017-18 for not meeting part
or all of the conditions to receive their discounts.

On average, we found that customers paid an
additional $188 across all distribution zones
in 20187 19 for not meeting discount
conditions.

The additional cost for not meeting discount
conditions reduced in 20187 19 compared to the
previous year (as shown in figure 4.7).

This follows a reduction in the size of discounts
offered, with fewer in the higher bands of 30-40
per cent and more in the lower end with discounts
of 10 and 11-20 per cent.

For our analysis, the $ per kWh prices shown
are measured by the total amount paid by all
customers on a type of offer, divided by the
energy consumption of these customers over
a 12-month period.

Therefore, average prices are shown as a
single $ per kilowatt hour figure and will not
directly reflect the
offers (as it combines the daily supply charge
and variable supply charges into a single
figure).

Figure 4.6 Average per kWh cost of not
meeting discount conditions

$0.40
$0.35
$0.30
$0.25
$0.20
$0.15
$0.10
$0.05
$0.00

$ per kWh (usage and supply)

30-Jun-18 30-Jun-19

B Met all discount conditions
B Did not meet part or all of the discount conditions

® No discount on offer

Source: Data obtained from retailers via an information
notice issued under s37 of the ESC Act 2001.

Figure 4.7 Average total cost of not
meeting discount conditions

$300
$250
$200

$150

discount conditions

$100

$50

Average cost for not meeting

$0
30-Jun-18 30-Jun-19

“ oL v w ~ P L S TR

Source: Data obtained from retailers via an information
notice issued under s37 of the ESC Act 2001.
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Electricity contracts with a fixed
price can be more affordable than
those without a fixed price

Fixed price market offers generally have a set
price for at least 12 months and can be more
affordable than non-fixed price market offers, if
there are no conditional discounts attached to the
plan.

During 2018-19, when examining offers without
any conditional discounts, the fixed price market
offers were, on average, more affordable than
non-fixed price market offers. In contrast, among
the offers with conditional discounts, fixed price
offers were more expensive (figure 4.8).

Figure 4.8 Average cost of offers in 2018

@
©
N
o

$0.40
$0.35
$0.30
$0.25
$0.20
$0.15
$0.10
$0.05
$0.00

$ per kWh (ysage and supply)

Met all discount conditions  Did not meet part or all of the
discount conditions

On average, the lowest cost plans in 20187 19
were fixed™ price market offers with no conditions
on discounts attached.

Fixed priced plans can be more expensive if they
have conditions attached to the price. In 2018-19
the price paid for a fixed price plan with all
discount conditions met was $0.39 per kWh
compared to $0.30 for non-fixed price plans with
all discount conditions met.

We also found that a higher proportion of
consumers do not have discounts if they are on
fixed rate plans (figure 4.9).

The price customers paid per kWh was highest for
fixed-rate plans with large retailers and the lowest
for fixed rate plans with medium and small
retailers (figure 4.10).

No discount on offer Total

® Fixed price market offers ® Non-fixed price market offers = All Market offers

Source: Data obtained from retailers via an information notice issued under s37 of the ESC Act 2001.
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Figure 4.9 Proportion of customers meeting discount conditions in 2018 119

75%

0% 45% 44%

Proportion of market
offers customers (%)

10% 1% )

%

Met all discount conditions Did not meet part or all of the discount No discount on offer
conditions

B Fixed price products ™ Not Fixed

Source: Data obtained from retailers via an information notice issued under s37 of the ESC Act 2001.

Figure 4.10 Average price per kWh for fixed and non  -fixed market offers by retailer
size

$0.45
$0.40
$0.35
$0.30
$0.25

$0.20

$ per kWh (usage and supply)

$0.15
$0.10

$0.05

$0.00

Fixed Not Fixed Total

B | arge Retailers B Medium Retailers ® Small Retailers

Source: Data obtained from retailers by the commission via the issue of a s37 information notice. Source: Data obtained
from retailers via an information notice issued under s37 of the ESC Act 2001.
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Have the average prices of published
energy offers changed in 20187 19?

Standard contract offers prices From 1 July 2019 the Victorian Default Offer
increased in 2018 i 19 (VDO? came into eﬁect and custom.ers on.a flat

standing offer received the VDO price. This would
We reviewed the published prices of residential save a typical customer around $310 to $450
standard contracts on 30 June 2019 and found an compared to 2018i 19 standing offer prices,
average increase of 3 per cent for electricity and 1 depending on the distribution zone.

per cent for gas compared to 30 June 2018.

For electricity and gas, this was a significantly
smaller increase than the year before (prices
increased by 16 per cent on 30 June 2018).

Figure 4. 11 Number of residential customers on standard contracts (per 100
customers)
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5 10.0
T > .
g58
855 8.0
L SO
© o 60
g 3
5 < 40 8.3 —
T g 5.8
= o
g 2 20 —
c
% 0.0 T . . .
20147 15 20157 16 20167 17 2017 18 20187 19
12.0
(2]
@ o4 10.0
523
o2 E 80
582
T°2 60
o o
2 8 40
g g 6.4
U) a 2.0 -
& 00- : . : :
2014i 15 2015i 16 20167 17 2017 18 20187 19

Figures denote the average number of standard contract customers across a given year.
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Number of ¢ ustomers on standard
contracts continue  to fall

The number of energy customers on standard
contracts with their retailer has been steadily
declining up to June 2019 (figure 4.11).

There is now only half the number of electricity
and gas customers on standard contracts
compared to five years ago. If you have not
changed your retailer in the past, you are likely to
have a standard contract.

Only one in 20 electricity customers were on
standard contracts with their retailer in 20187 19.
There was a total of 129,245 residential
customers on standard contracts for electricity.
Around one in 15 gas customers were on
standard contracts in 20171 18. There were
127,508 residential customers on standard
contracts for gas.

Almost all energy customers on standard
contracts buy their energy from AGL,
EnergyAustralia or Origin Energy (92-93 per cent
of standard contract customers), as shown in
figure 4.12 and 4.13. Origin Energy had the most
standard contract customers, at one in every nine
of its electricity customers. Simply Energy, a large
retailer with more than 240,000 residential
electricity customers, had only one standard
contract customer for every 200 of its electricity
customers.

©

Figure 4. 12 Share of all standard
contracts (electricity)
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Figure 4. 14 Annual residential price
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Price of residential m  arket offers in
2018 1 19 were largely unchanged
compared to 2017 118

The average price of published residential
discounted electricity and gas market offers was,
on average unchanged in 20187 19, if all the
conditions of these offers were met, as shown in
figure 4.15.

If discount conditions were not fully met, average
prices decreased by around three and one per
cent for electricity and gas respectively. No
discount market offer prices increased by two per
cent for electricity and was unchanged for gas.

For small business, the average discounted
electricity offer price increased by three per cent
and decreased by 10 per cent for gas offers since
20177 18, if all conditions were met. If these
conditions were not met, prices decreased by 12
per cent in gas and were unchanged in electricity.

Table 4. 1 Estimated annual residential energy

June 2015

30 June 30June 30June

Figure 4. 15 Annual residential price
changes for discounted market contract
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When we analyse discounts, we include both
conditional and unconditional discounted
offers. This has minimal impact on the
average price and the additional cost of not
receiving the discount.

bills based on published offers since

2015 2016 2017
Standard contracts $1,522 $1,514 $1,582
(% change from previous year) -1% - 5%
No discount market contracts $1,345 $1,437 $1,388
(% change from previous year) - 7% -3%
Discounted market contracts
(with conditions met) slgs wil2al Sy
(% change from previous year) - 0% - 2%
Discounted market contracts
(without conditions met) S il S
(% change from previous year) - 4% - 7%

Estimated residential annual bills assume yearly electricity consumption of 4,000 kwWh and yearly gas consumption of

Electricity Gas
30June 30June 30June 30June 30June 30June 30June
2018 2019 2015 2016 2017 2018 2019
$1,833 $1,881 $1,316 $1,384 $1,530 $1,768  $1,792
- 16% - 3% - 5% - 11% - 16% - 1%
$1,359 $1,395 $1,207 $1,316 $1,422 $1,470 $1,490
-2% -3% - 9% - 8% - 3% - 1%
$1,366 $1,373 $1,179 $1,221 $1,375 $1,451  $1,453
- 7% 0% - 4% - 13% - 6% 0%
$1,805 $1,759 $1,329 $1,401 $1,553 $1,745 $1,735
- 11% -3% - 5% - 11% - 12% -1%

54.4 GJ. 2016i 17 to 2018i 19 prices are based on published flat and multi-flat offers, excluding time-varying rates,
controlled loads and standard contracts applying to fewer than 200 customers. Offers are based on those available on 30
June each financial year. Figures include GST.
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Table 4.2 Estimated annual small business energy

June 2017

Standard contracts $4,346
(% change from previous year)
No discount market contracts $3,626

(% change from previous year)

Discounted market contracts

(with conditions met) $3,207
(% change from previous year)
Discounted market contracts $4.223

(without conditions met)

(% change from previous year)

$5,272
- 21%
$3,612

0%

$3,789
- 18%
$5,011

- 19%

Energy retail products and prices

Electricity

$5,126
-3%
$3,909
- 8%

$3,917
- 3%
$5,015

0%

$21,826

$16,947

$16,968

$20,421

bills based on published offers

$24,836
- 14%
$18,361
- 8%

$20,281
- 20%
$24,883

- 22%

~

v/

since

$24,393
-2%
$17,548
-4%

$18,181
-10%
$21,810

-12%

Estimated small business annual bills assume yearly electricity consumption of 12,000 kWh and yearly gas consumption
of 500 GJ. 20167 17 to 2018i 19 prices are based on published flat and multi-flat offers, excluding time-varying rates,
controlled loads. Offers are based on those available on 30 June each financial year. Figures include GST.
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Retailers can make a range of energy offers
available to Victorian residential and small
business customers. We reviewed the range of
energy offers published by retailers on 30 June
2019. We grouped our analysis as follows:

1 standard contract offers

1 no discount market offers, and

9 conditional market offers with discounts offered
1 highlighting what you could pay with, and
without, the discount being applied.

Figure 4.16 over the next page shows that on 30
June 2019, no discount residential offers were $7
to $70 lower than the lowest conditionally
discounted offer.

For small business, no discount offers ranged
from $10 to $361 lower than the lowest
conditionally discounted offer (as shown in figure
4.17).

Example of b est offeri nformation on
customer bill

Could you save money on another plan?
Based on your past usage, our Residential Electricity plan
may cost you up to $309 less per year than your current plan
To switch to this plan, please contact us on 02 9000 0000,

New rules that keep
customers informed
about best offers  and
changes that impact bills

We have introduced a set of new rules that
apply from 1 July 2019 that focus on building
trust through new customer entitlements in
the retail energy market.

‘Best offer' information for energy
consumers. Retailers must tell customers on
their bill whether they're on the best energy
plan and how much the customer could save
by switching, at least quarterly for electricity
bills and at least every four months for gas.

Prior warning of bill changes. Retailers are
required to notify a customer at least five
days prior to price or benefit change that will
affect the customer's bill. When they do this,
energy retailers must include a 'best offer’
message telling customers whether a
cheaper plan is available, and how much the
customer could save by switching.

Clear advice before you sign a new energy
deal. Retailers must help customers navigate
to a product that best suits their
circumstances.

Standardised energy fact sheets to help
customers compare plan information.
Retailers are required to provide customers
with energy fact sheets that include a
comparison tool that helps to easily compare
plans based on the average yearly cost for a
range of typical customers. This fact sheet
will be available to customers at critical points
in their decision-making process.
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Figure 4.1 6 Range of electricity offers available (flat and multi -flat), for a residential
customer, by distribution area
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Figure 4.1 7 Range of electricity offers available (flat and multi -flat), for a small
business customer, by distribution area
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Comparing the range of electricity
offers available in the market

We compared the range of available electricity
offers for residential and small business
customers, published by retailers on 30 June
2019. As an example, we looked at the offers
available in north-west metropolitan Melbourne
(refer to figure 1.2).2

In that region, the yearly amount a typical
residential customer could pay for electricity
ranged from $1,082 to $2,158, depending on the
retailer market contract, and if conditional
discounts were met.

The retailers with the lowest residential electricity
market offers were Powerclub, GloBird Energy,
and Elysian Energy ranging from $1,082 to $1,157
(as shown in figure 4.18). However, if the
conditions of discounts were not met, People
Energy, CovaU, and GloBird Energy had the
highest market offers with costs ranging from
$1,986 to $2,158 (as shown in figure 4.20). The
potential yearly cost of not meeting the conditions
for discounts ranged widely between retailers but
could be as much as $507 to $556 for 15t Energy,
Powerdirect and GloBird Energy. This is a
significant reduction from the yearly cost of not
meeting the conditions for discounts in 201771 18,
which reached up to $767.

For small business, the range of market offers
was estimated to be between $3,051 and $6,152
depending on the retailer market contract, and if
conditional discounts were met. The retailers with
the lowest electricity market offers were
Powerclub, Powerdirect and AGL ranging from
$3,051 to $3,273 (as shown in figure 4.19). If the
conditional discounts were not met, Simply and

2 The Jemena distribution area.

CovaU had the highest market offers, with costs
of $5,980 and $6,152 respectively.

The potential yearly cost for small businesses if
they did not meet conditional discounts also
ranged widely between retailers but could be as
much as $1,892 and $1,928 for Sumo and Simply
Energy, respectively.

A comparison of residential and small business
electricity offers in all distribution areas of Victoria
is found in the Energy retail products and prices
appendix to this report.
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Figure 4. 18 Range of all published electricity offers available by a retailer (flat and
multi -flat offers only), for a residential customer, in the Jemena distribution area
Blue NRG Pty Ltd | |
People Energy | ] |
Commander Power & Gas | I
QEnergy Limited |
CovaU | e
amaysim | e |
Diamond Energy Pty Ltd | [ ] I
EnergyAustralia_| e |
AGL S
Red Energy: ] |
1st Energy | |
Momentum Energy | e |
Powershop Australia | | |
Origin Energy | I
Click Energy | S
Powerdirect | |
Tango Energy Pty Ltd | 1 |
Lumo Energy | | |
sumo | ] |
Simply Energy | —
Alinta Energy | I Jemena
Dodo Power & Gas | L | distribution
Elysian E nergy 1 [ ]
GloBird Energy | I —— I area
Powerclub ]
$1,000  $1,200  $1,400  $1,600  $1,800  $2,000  $2,200  $2,400  $2,600  $2,800  $3,000
Range of estimated annual bills ($)

B Range of all offers by a retailer (including whether discounts are met or not met)

W Highest standing offer contract, by retailer
This figure shows the price range of all the market offers from a retailer (the pink bars) whether the offers are no discount
or have discounts that are met or not met. The blue bar shows the highest standard contract on offer from a retailer.
Note: Powerclub had no available standing offer as at 30 June 2019.
published electricity offers available by a retailer (flat and

Figure 4. 19 Range of all
small business customer, in the Jemena distribution area

multi -flat offers only), for a

GloBird Energy | —
QEnergy Limited |
People Energy | |
amaysim | |
Diamond Energy Pty Ltd ] |
Dodo Power & Gas | I
CovaU | —
Origin Energy | I
1st Energy | I |
Sumo | | I
Blue NRG Pty Ltd | 1 |
Click Energy | [ |
Commander Power & Gas | .
Alinta Energy | I
Red Energy | _—— |
EnergyAustralia | I
Simply Energy | |
Elysian Energy | |
Tango Energy Pty Ltd | 1 |
Powershop Australia | L |
Lumo Energy | ] |
Momentum Enirg)ll- i e | Jemena
Powerdirect | ] distribution area
Powerclub ! L ! ! ! ! |
$1,000 $2,000 $3,000 $4,000 $5,000 $6,000 $7,000 $8,000 $9,000
Range of estimated annual bills ($)

B Range of all offers by a retailer (including whether discounts are met or not met)

B Highest standina offer contract. by retailer

This figure shows the price range of all the market offers from a retailer (the pink bars) whether the offers are

unconditional or have discounts that are met or not met. The blue bar shows the highest standard contract on offer from

a retailer. Note: Powerclub had no available standing offer as at 30 June 2019.
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Figure 4. 20 Range of all published discounted electricity market offers available (flat
and multi -flat), for a residential customer, in the Jemena distribution area

People Energy
Commander Power & Gas H—
Covau I —
Origin Energy I ——
Diamond Energy Pty Ltd H——
AGL I ——
EnergyAustralia I —
Red Energy R
1stEnergy
Powershop Australia

I —
E—
Click Energy I
E—

Powerdirect

Lumo Energy L

Sumo

I S ——
Simply Energy I S ——
I —

Alinta Energy Jemena
Dodo Power & Gas —— distribution

GloBird Energy 1 L —— area

$1,000 $1,200 $1,400 $1,600 $1,800 $2,000 $2,200 $2,400
Range of estimated annual bills ($)

B Range of all discount offers by a retailer (when discounts are met)
B Range of all discount offers by a retailer (when discounts are not met)

This figure shows the price range of only the discounted market offers from a retailer. Retailers who do not offer any
discounted market offers are not shown in this figure. The blue bars show the price range of offers when discount
conditions are met, and the orange bars show price ranges if discount conditions are not met.

Figure 4. 21 Range of all published discounted electricity market offers available (flat
and multi -flat), fora small business customer, in the Jemena distribution area

GloBird Energy
People Energy
Diamond Energy Pty Ltd
Dodo Power & Gas
Covau
Origin Energy
1stEnergy
Sumo
Click Energy
Commander Power & Gas
Red Energy
Alinta Energy
EnergyAustralia
Simply Energy
Powershop Australia
Lumo Energy
AGL
Powerdirect

Jemena
distribution
area

$2,000 $3,000 $4,000 $5,000 $6,000 $7,000

$1,000
Range of estimated annual bills ($)

B Range of all discounted offers by a retailer (when discounts are met)
B Range of all discounted offers by retailer (when discounts are not met)

This figure shows the price range of only the discounted market offers from a retailer. Retailers who do not offer any
discounted market offers are not shown in this figure. The blue bars show the price range of offers when discount
conditions are met, and the orange bars show price ranges if discount conditions are not met.
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$8,452 to $9,152 (see figure 4.23). However, if

Comparing the range of gas offers the conditions of discounts were not met, the

available in the market retailer with the highest market offer was Simply
We compared the range of available gas offers for Energy at $37,593 (as shown in figure 4.25). The
residential and small business customers, potential yearly cost of not meeting the conditions
published by retailers on 30 June 2019. As an for your discount, if you are a typical small
example, we compared the offers available in the business customer, could be as much as $11,165,
central area of Australian Gas Networksdgas for example, if you were with Simply Energy (see
distribution area (see figures 4.22 and 4.23).3 figure 4.25).

We estimate that the yearly amount a typical We note that some gas offers were priced very
residential customer could pay for gas ranged high in the market by some retailers. A

from $1,180 to $2,117, depending on a r et a icPMPRrigog of residential and small business gas
market offer, and whether conditional discounts offers in all distribution areas of Victoria is found in
were met. the Energy retail products and prices appendix in

this report. This could also be read in context of
the performance of retailer market share and
other indicators in our Performance of energy
businesses appendix in this report.

The retailers with the lowest residential gas
market offers were Origin, AGL and GloBird
Energy, ranging from $1,180 to $1,249 (as shown
in figure 4.22). However, if the conditions of
discounts were not met, the retailers with the
highest residential market offers were Globird
Energy and Click Energy at $1,922 and $2,117,
respectively (as shown in figure 4.24).

The potential yearly cost of not meeting the
conditions of your discount, if you are a typical
residential customer, could be as much as $550
and $634 for retailers such as Click Energy and
Globird Energy respectively (as shown in figure
4.24).

The cost range for small business was estimated

to be between $8,452 and $37,593 depending on

a retailerds mar koonditioodl f er (and whet her
discounts were met), as shown in figure 4.25.

The retailers with the lowest gas market offers
were AGL, Lumo and Powershop, ranging from

333 The Australian Gas Network i Central area covers the northern parts of metropolitan Melbourne as well
as large parts of eastern Victoria including the Mornington Peninsula.
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Figure 4. 22 Range of all published gas offers available from all retailers, for a

residential customer, in the Australian Gas Network s T Central dis tribution area
Click Energy —
CovaU | —

amaysim |
Lumo Energy | |
Red Energy [ |

Simply Energy ]

Alinta Energy

Powershop Australia | s |
EnergyAustralia | N
Dodo Power & Gas | | I
Sumo | |
Momentum Energy | | |

GloBird Energy | I Australian Gas

I ———
AGL — Network

Origin Energy Central Area

$1,000 $1,250 $1,500 $1,750 $2,000 $2,250
Range of estimated annual bills ($)
B Range of all offers by a retailer (including whether discounts are met or not met)

B Highest standing offer contract, by retailer

This figure shows the price range of all the market offers from a retailer (the pink bars) whether the offers are
unconditional or have discounts that are met or not met. The blue bar shows the highest standard contract on offer from
a retailer. This figure assumes the yearly gas consumption of a residential customer is 54.4 GJ. Offers are based on
those available on 30 June 2019. Figures include GST.

Figure 4. 23 Range of all published gas offers available from all retailers, for a small
business customer, in the Australian Gas Network s T central distribution are a

GloBird Energy I
Simply Energy —

Momentum Energy |

Click Energy 1 -
Coval | _

amaysim |
EnergyAustralia | |
Red Energy I

Origin Energy -
[ |

Powershop Australia | I Australian

Lumo Energy | Gas Network

[ |
AGL _ Central Area

$5,000 $10,000 $15,000 $20,000 $25,000 $30,000 $35,000 $40,000
Range of estimated annual bills ($)
mRange of all offers by a retailer (including whether discounts are met or not met)

B Highest standing offer contract, by retailer

This figure shows the price range of all the market offers from a retailer (the pink bars) whether the offers are
unconditional or have discounts that are met or not met. The blue bar shows the highest standard contract on offer from
a retailer. This figure assumes the yearly electricity consumption of a residential customer is 500 GJ. Offers are based on
those available on 30 June 2019. Figures include GST.
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Figure 4. 24 Range of all published discounted gas market offers available from all
retailers, for a residential customer, in the Australian Gas Network s 1 central
distribution area

Click Energy T ——
Covau H——
Lumo Energy [
Red Energy [ ——
Simply Energy I ——
AGL IE——
Alinta Energy IEE—
Powershop Australia I
EnergyAustralia I S —
Dodo Power & Gas ——
Sumo I S —— Australian. Gas
GloBird Energy R Network
Origin Energy | — | | Central Area .
$1,000 $1,200 $1,400 $1,600 $1,800 $2,000 $2,200

Range of estimated annual bills ($)

B Range of all discount offers by a retailer (when discounts are met)
B Range of all discount offers by a retailer (when discounts are not met)

Figure shows the price range of only the discounted market offers from a retailer. Retailers who do not offer any
discounted market offers are not shown. Blue bars show the price range of offers when discount conditions are met;
orange bars show price ranges if discount conditions are not met. Figure assumes the yearly electricity consumption of a
residential customer is 54.4 GJ. Offers are based on those available on 30 June 2019. Figures include GST.

Figure 4. 25 Range of all published discounted gas market offers available from all

retailers, fora small business customer, in the Australian Gas Network si Central

distribution area

Simply Energy IR
EnergyAustralia [ ]
Click Energy [ |
Covau -
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N
1

Powershop Australia Australian Gas
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Lumo Ener
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$5,000 $10,000 $15,000 $20,000 $25,000 $30,000 $35,000 $40,000
Range of estimated annual bills ($)
B Range of all discount offers by a retailer (when discounts are met)
B Range of all discount offers by a retailer (when discounts are not met)

Figure shows the price range of only the discounted market offers from a retailer. Retailers who do not offer any
discounted market offers are not shown in this figure. Blue bars show the price range of offers when discount conditions
are met; orange bars show price ranges if discount conditions are not met. Figure assumes the yearly electricity
consumption of a residential customer is 500 GJ. Offers are based on those available on 30 June 2019. Figures include
GST.
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Have discountng practices changed for

energy offers available in the market?

Most published energy offers

continued to have discounts until 30

June 2019

Based on the energy offers published by retailers,
we found that in 2018 19, most energy offers
available in Victoria continued to have discounts.
We reviewed the available flat and block tariff
energy offers published by Victorian retailers on
30 June 2019, as shown in figure 4.26.

In 2018i 19, 69 per cent of the energy market
offers available to residential customers included
discounts. For small business, discounts were
attached to 63 per cent of generally available
market offers.

Figure 4. 26 Average proportion of retailer ele

discount type (flat and block tariffs only)

Electricity
100% T— —

80% —

60% —

40% —

20% —

0%

block tariff offers per retailer

Large Medium  Small retailers
retailers retailers

Average proportion of flat and

® Pay-on-time discounts
B Dual fuel discounts
Other Discount
No Discount offers

For electricity, we found that on average, 80 per
cent of offers from large retailers had discounts.
More than two out of three of offers had discounts
that were conditional on you paying your bills on-
ti me (oat dbmap
breakdown of gas offers available from large
retailers. However, all the gas offers from small
retailers had pay-on-time discounts.

From 1 July 2019, the advertising of
discounted electricity offers was to be
referenced with the Victorian Default Offer.
We are continuing to examine these rules to
provide further clarity for energy customers

ctricity and gas market offers, by

Gas
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Fewer discounted electricity market
offers with smaller discount sizes

The total number of residential electricity market
offers has remained relatively unchanged since 30
June 2018. Figure 4.29 shows that of the 327 flat
market offers available at 30 June 2019 (in all
distribution zones), 66 per cent had discounts.

However, we found a 22 per cent reduction in
conditional market offers from the previous year,
with 58 per cent of all electricity market offers
having conditional discounts on 30 June 2019
(figure 4.30).4

The range of headline discount associated with
electricity market offers varied greatly as at 30
June 2019, with offers providing discounts varying
between 1 per cent and 47 per cent i discount
percentages were generally evenly distributed
between this range.

The proportion of discounts between 31 and 40
per cent had also reduced in 2018i 19 (figure
4.29).

©

Figure 4. 27 Proportion of residential

energy contracts with discounts

Electricity

U

Gas

67% of all
market offers in
Victoria had
discounts

71% of all
market offers in
Victoria had
discounts

Figure 4. 28 Proportion of small business

energy contracts with discou nts

Electricity

U

Gas

64% of all
market offersin
Victoria had
discounts

62% of all
market offersin
Victoria had
discounts

4 Conditional discount offers include discount offers which have conditional and unconditional components within the

offer.
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Figure 4.29 Number and proportion of
electricity market offers by level of
discount offered
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Total number of electricity market offers
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1-10% discount = 11-20 % discount
H21-30% discount B 31-40% discount

= over 40% discount

Excludes small business market offers

Figure 4.30 Number and proportion of
conditional discount, unconditional
discount and no discount electricity
market offers
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® Unconditional Discounts
B Conditional Discounts

¥ No Discounts

Conditional discount offers include those that have both
conditional and unconditional components within the
offer. Excludes small business market offers.
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Increasing number of gas market

offers

The total number of residential gas market offers
has increased by 34 per cent since 30 June 2018.
Figure 4.31 shows that of the 428 market offers

available at 30 June 2019 (in all distribution
zones), 71 per cent had discounts.

The total number of discounted offers available on
30 June has increased by five per cent since 30
June 2018

Conditional discount offers made up 55 per cent
of all gas market offers on 30 June 2019 (figure
4.31), representing a 20 per cent reduction in
conditional market offers from the previous year.5
This reduction was mostly offset by an increase in
offers with no discount, which nearly doubled
between 30 June 2018 and 2019.

Figure 4.31 Number and proportion of
conditional discount, unconditional
discount and no discount gas market
offers
450
400
350
300
250
200
150

100

Total number of gas market offers

50

0

30/06/2017 30/06/2018 30/06/2019
B Unconditional Discounts
B Conditional Discounts
= No Discounts

Conditional discount offers include discount offers
which have conditional and unconditional components
within the offer. Excludes small business market offers.
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The range of headline discounts associated with
gas market offers varied greatly as at 30 June
2019. With discounts providing discounts of
between 1 per cent and 35 per cent. Figure 4.32
shows that the majority of discount offers
available on 30 June 2019 provided a discount
between 11 and 30 per cent.

Within the last year, the number of discount
market offers between 1 and 10 per cent
increased the most. While the number of offers
providing discounts between 21 and 30 per cent
reduced by 13 per cent since June 2018.

Figure 4.32 Number and proportion of
gas market offers by level of discount
offered
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Total number of gas market offers
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M 1-10% discount
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30/06/2018 30/06/2019

11-20 % discount
B 31-40% discount

Excludes small business market offers.

5 Conditional discount offers include discount offers which have conditional and unconditional components within the

offer.
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The estimated cost of not meeting

conditions of discount s has declined

It is becoming increasingly important for Victorian
energy customers to meet their discount
conditions. Although the estimated cost of not
meeting your discount has recently declined, this
is only a small offset from large increases in
previous years. This is in line with analysis that
shows the range of discounts offered decreasing
in the last financial year.

In 2018i 19, if a residential customer did not meet
the conditions for their discount for the entire year,
this would cost $386 on average for electricity and
$282 on average for gas (based on offers
available in the market, see figure 4.33). For small
business customers, the additional amount would
be $1,098 for electricity and $3,629 for gas (see
figure 4.34).

The price of residential discounted electricity and
gas offers remained relative unchanged in 2018i
19. However, the cost of not meeting discount
conditions decreased i by 12 per cent for
electricity and by 4 per cent for gas in comparison
to 201771 18.

Although the cost of not meeting discount have
reduced over the last year, the average cost of not
meeting discount conditions is still above levels in
201671 17 for electricity and for gas.

These findings are only averages. We have
identified some electricity offers where if a
residential customer consistently failed to meet
discount conditions, they would have paid an
additional $560 over the year.

For small businesses, the cost of not meeting
discount conditions on electricity and gas offers
decreased by 10 per cent and 21 per cent
respectively, in 20187 19.

Figure 4 .33 Average annual cost of not

meeting all the conditions of a

discounted residential energy offer
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Figure 4 .34 Average annual cost of not

meeting all the conditions of a

discounted small business energy offer
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revised from our previousl annual report, reflecting
updated market prices from electricity retailers.
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Table 4 .3 Average cost of not meeting discounts for resid ential energy offers since
20151716

Average of discounted offers 2015116 2016117 2017i18 change 2018i change
from 19 igeln|

previous previous
year year

Electricity offers

Market contracts (when all discount $1,251 $1,277 $1,366 $1,373

conditions are met over the year)

Market contracts (when all discount $1,521 $1,622 $1,805 $1,759

conditions are not met over the year)

Average cost of not meeting all $271 $344 $439 - 27%  $386 ®12%
conditions for discounts

Gas offers

Market contracts (when all discount $1,221 $1,375 $1,451 $1,453

conditions are met over the year)

Market contracts (when all discount $1,401 $1,553 $1,745 $1,735
conditions are not met over the year)

Average cost of not meeting all $180 $178 $294 - 65% $282 ®4%
conditions for discounts

Based on a typical residential customer usage of 4,000 kWh of electricity and 54.4 GJ of gas per year.
Table 4. 4 Average cost of not meeting discounts for small business energy offers since
20167117

Average of discounted offers 20161 17 2017118 change 2018i 19 change
from from

PrEvieLE previous

year year

Electricity offers

Market contracts (when all discount $3,224 $3,756 $3,917

conditions are met over the year)

Market contracts (when all discount $4,272 $5,050 $5,015

conditions are not met over the year)

Average cost of not meeting all $1,048 $1,2222 - 20% $1,098 ®10%
conditions for discounts

Gas offers

Market contracts (when all discount $16,968 $20,281 $18,181

conditions are met over the year)

Market contracts (when all discount $20,421 $24,883 $21,810
conditions are not met over the year)

Average cost of not meeting all $3,453 $4,602 - 33% $3,629 ®21%
conditions for discounts

Based on a typical small business customer usage of 12,000 kWh of electricity and 500 GJ of gas per year.

(a) Note that the average cost of not meeting all discount conditions for electricity offers in 20177 18 has been revised
from our previousl annual report, reflecting updated market prices provided by electricity retailers.
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A high er discount percentage does

not mean itis a better priced offer

. . ) How to read the following charts
We reviewed all offers generally available in the

market on 30 June 2019 and found that typically The coloured bars show how much you would
the highest claimed discounts were associated pay under each discounted energy offer
with substantially higher prices. available in the market (as long as you met all

o ) the conditions to receive those discounts).
For example, as shown in figure 4.35, one retailer

claimed a discount of around 45 per cent but a The dots show the advertised discount

typical bill based on its rates would have been at percentage offered by a retailer on each of
least $200 more expensive than the lowest offer in these offers. The orange dots represent

the market. discounts off the total bill, while red dots show

S . discounts off the usage part of the bill only.
We also found several individual electricity offers

with different discounts that led to the same
estimated annual bill. In the figure below, the dark
blue bars identify 7 offers that end up with the
customer paying around $1,258 per year, even
though these 7 offers all had different advertised
discounts ranging between 5 and 35 per cent.

Figure 4.35 Discounted electricity offers (flat and multi -flat tariffs) ranked by lowest to
highest discount, for a residential customer (in the Jemena area) , available on 30 June
2019
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We also observed similar patterns between
discounts and the estimated annual bill for gas
offers on 30 June 2019. However, there was a
smaller range of headline discounts on gas offers
compared to electricity offers.

As shown below, we identified at least six gas
offers with five different discount amounts that
resulted in approximately the same estimated
annual bill of $1,404.

Figure 4.36 Discounted gas offers (flat and

multi -flat) ranked by lowest to highest

discount, for a residential customer (in the Australian Gas Networks central supply

zone) , available on 30 June 2019
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Total discounted annual bill ($)
® Discount percentage off the total undiscounted bill
® Discount percentage off the usage component of undiscounted bill

This figure assumes the yearly gas consumption of a residential customer is 54.4 GJ. Offers are based on those

available on 30 June 2019.
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Payment difficulty
and disconnection

An explanation of how energy
retailers have performed

INn supporting customers
experiencing payment difficulty




Payment difficulty and disconnection 7/

Having trouble paying your bills?

Webve introduced new rules to hel peréigct ori an
bills.

If you have an unpaid energy bill, but can afford to pay for your ongoing use

Ask your energy business for ‘tailored assistance’.
Your energy business will also contact you to offer help if you
miss a bill and owe more than $55.

Your energy business must offer you:

+ aplan to pay off your bills (up to two years)

+ information on your energy use and how to lower it

« advice on other assistance (including government-funded
grants and energy concessions).

|/

J
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