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BACKGROUND
The Queensland Consumers’ Association (the Association) is a non-profit organisation established in 1976 to advance the interests of Queensland consumers.  The Association’s members work in a voluntary capacity and specialise in particular policy areas, including energy.  

The Association is a member of the Consumers’ Federation of Australia, the peak body for Australian consumer groups.  In relation to energy issues, the Association is represented on the Queensland Competition Authority’s Consumer Consultative Committee and the Energy and Water Queensland Ombudsman’s Advisory Council, and is a member of the Queensland Council of Social Service’s (QCOSS) Essential Services Consultative Group.

For many years, and particularly since 2004, the Association has participated very actively in numerous consultations, and has also undertaken/commissioned research, on a range of national and Queensland energy policy issues.

Consequently, the Association has considerable knowledge of, and experience with, energy issues, including those involving electricity prices.

The Association made a written submission on the QPC’s Issues Paper and welcomes the opportunity to make this submission on the Draft Report.  However, due to resource constraints the submission is brief and does not address all of issues considered in the Draft Report.

Nevertheless, the Association would be happy to try to provide the QPC with further information on, or answer queries about, specific matters either verbally or in writing.

The contact person for this submission is: Ian Jarratt, email ijarratt@australiamail.com

GENERAL COMMENTS
In general,  the Association considers that the Draft Report:
· Identifies and addresses the main factors affecting electricity pricing in Queensland, given the inquiry’s objectives and scope, and
· Contains many recommendations that will result in improved outcomes for consumers.

However, given the major impacts of network charges on retail prices, the Association is concerned that the QPC’s recommendations relating to networks will not result the substantial changes in policies and practices, including regulation, needed deliver the reductions in retail prices required by consumers.

The Association is also concerned that the QPC’s recommendations do not sufficiently highlight the scope and need for the Queensland Government, as the owner of the networks, independently of the AER’s maximum revenue determinations to reduce the revenues that the networks obtain from consumers 

In general, the Association supports the comments, views and recommendations in QCOSS’s submission and in the joint submission by QCOSS and the CCIQ.

However, the Association also wishes to raise several issues covered only briefly, or not at all, in these submissions.  This is done below.

SPECIFIC COMMENTS
Networks
The Draft Report does appear not mention two issues that might have impacts on the efficiency of network operations, the development of retail competition in regional Queensland and more cost reflective pricing. 

The first issue is the current boundaries of the Ergon and Energex networks.  This may be considered during the planned merger of the Energex and Ergon networks but the Association considers that the QPC should include it in its Final Report not only in the context of the planned merger but also the scope for greater involvement of Essential Energy.  The Association notes for example that currently a very small part of the Ergon network lies between Energex’s and Essential Energy’s areas and there may scope for rationalisation to deliver efficiency gains and cost reductions. 

The second issue is the averaging of network charges in Ergon’s East pricing zone which contains a mix of urban and rural consumers and in which there are likely to be large supply cost differences.

In the past the Association has drawn attention to the need to examine the impact of this averaging on the development of full retail competition the Ergon area.  This is because a charging system that better reflected local network costs, for example in Toowoomba, would facilitate the entry of other retailers into some parts of the zone even if the CSO continued to be paid to Ergon Retail.

The Association recognises that the need for this to facilitate competition is likely to be reduced if the CSO is paid to Ergon’s distribution business not Ergon Retail.  However, it is still desirable that the QPC consider and report on this issue in its Final Report.

Uniform Tariff Policy (UTP) 
The Association considers the QPC should investigate and discuss in more detail how a UTP policy might, or should, operate:when: CSOs are allocated to the regional distributors (Ergon and Essential Energy), there are no regulated standing offer prices in SEQ, market contracts  become available to small consumers in the Ergon and Essential Energy network areas, and there are major differences in transmission losses..

Deregulation of Standing Offer Prices in Energex’s Area and Increased Retail Competition in Ergon and Essential Energy Areas.
Both these developments are likely to result in increased marketing activities by retailers to retain and acquire customers.  Therefore, in its Final Report the QPC should emphasise the need for retailers to not engage in misleading, deceptive, and other illegal or unethical marketing activities and for regulators to closely monitor the situation and be prepared to act quickly and decisively against any non compliance with legal requirements.

Much of the current distrust of energy retailers in SEQ has arisen from unsatisfactory and illegal door to door and telemarketing undertaken by or on behalf of energy retailers after the start of FRC in 2007.  This also resulted in substantial consumer detriment and regulators allowed it to continue for far too long..  

A repeat of this must be avoided with the deregulation of standing offer prices in SEQ and increased competition in regional Queensland.

Regarding deregulation of standing offer prices in SEQ which the Queensland Government has announced will commence on 1 July 2016, the Association welcomes the detailed discussion of this matter in the Draft Report.  The Association also notes and agrees with the statement on page 140 that “There is no guarantee that all customers will benefit from price deregulation.” and QPC’s recognition that deregulation needs to be accompanied by on going market monitoring, effective consumer projections and measures likely to promote greater and more effective consumer participation in the market.

The Association also notes that the Draft Report describes in some detail the changes in the Victorian, South Australian and NSW markets following the deregulation of standing offer prices.  However, there does not appear to be any mention or assessment of the transitional arrangements negotiated by these governments with energy retailers, especially the capping of increases in standing offer prices.  The Association understands that in South Australia deregulation of standing offer prices was accompanied by a 2 year price freeze and that in NSW in the first year there was to be a 1.5% decline in standing offer prices and in the second year rises were to be no more than the change in the CPI.

The Association recognises that the regulated standing offer prices that the QCA will be setting for consumers outside the Energex area may act as a brake on increases in unregulated SEQ standing offer prices.  However, the Association also notes that in the past many retailers have argued that the regulated standing offer prices in SEQ were too low and so might be expected to increase them substantially in a deregulated environment.  Therefore, the Final Report should address the issue of whether transitional standing offer pricing arrangements are needed in SEQ.

Market Monitoring in SEQ
The Association supports the QPC’s draft Recommendations 25 and 26 but considers that 25 should include the items on page 140 that the QCA should include in its market comparison report.

The Association particularly supports the collection and publication of information about the types of contracts consumers are on and the numbers of consumers on them.  This is because the Association considers it is likely that many consumers on market contracts are, for a variety of reasons (including being rolled over to less beneficial conditions at the end of a benefit period or losing all or most of the discounts due to failure to pay the bill on time), not obtaining prices significantly lower than standing offer prices.  Indeed, many may even be worse off financially than if they were on a standard contact and paying standing offer prices.  These are key indicators of whether the market is working effectively and benefiting consumers and this information should be collected and published by an independent agency such as the QCA.

Ideally, information should also be collected and published on the extent to the contracts consumers are on are meeting their requirements.

Energy Efficiency and Demand Management
The Association welcomes the references to energy efficiency and demand management in several places in the Draft Report and their inclusion in some recommendations.

However, the Association considers that the Final Report would be strengthened by a general recommendation highlighting the potential for a wide range of energy efficiency measures to have positive short and long term impacts on electricity prices and bills.  More discussion of the recently released National Energy Productivity Plan 2015-30 would also be beneficial.

The Association suggests that the Final Report should also mention Energex’s innovative PeakSmart voluntary program for air conditioners introduced in 2013 which allows Energex to remotely switch the appliance to economy mode during periods of peak demand, without significant effects on consumer comfort.  

The many advantages of this type of Demand Side Management include:
· Provides predicable and reliable load reduction
· Can be used without changes to metering
· Is not tariff dependent
· Is set and forget for consumers

Also, as indicated in its submission on the Issues Paper, the Association considers that there are many other simple cheap and effective ways for consumers than advanced meters for consumers to obtain information about consumption, including in home displays independent of metering.

Consumer Protections
As indicated in its submission on the Issues Paper, the Association considers that that Queensland should introduce a Wrongful Disconnection Compensation Scheme that requires electricity retailers to compensate customers wrongly disconnected due to the retailer making an error or failing to comply with the law[footnoteRef:1].  Such a scheme has been operating in Victoria since 2004. [1:  Many types of errors/non-compliance by retailers  can lead to wrongful disconnections including:
Not providing the distributor with correct information;
Not following the procedures required by legislation before arranging disconnection;
Not offering the customer an affordable payment plan; and
Not providing the customer with information, or inaccurate information, about the availability of concessions, rebates, grants and financial counselling.
] 


The Victorian scheme has been reviewed several times and is considered to be a significant deterrent to wrongful disconnection and an incentive for improved customer service, especially for customers experiencing difficulty paying their energy bills.  It also recognises and provides some compensation for the significant consumer detriment caused by wrongful disconnection.  In 2014, the compensation rate per day was increased from $250 to $500.

Currently, in Queensland consumers can normally only get compensation, of $142 per day, if a wrongful disconnection was caused by the power distributor – Energex or Ergon Energy.  This is very unfair because retailers are a major cause of wrongful disconnections but do not pay any compensation for most of them.

Energex also supports retailers being required to pay compensation for retailer caused wrongful disconnections.  For example its 2013 submission[footnoteRef:2] on the Queensland Competition Authority’s Discussion Paper on Minimum Service Standards and Guaranteed Service Levels said: [2:  http://www.qca.org.au/getattachment/28fd8b9a-81bd-4c38-a163-745723332922/Energex.aspx] 


Energex recommends that the application of guaranteed service levels (GSLs) in the Code be modified to differentiate between GSLs for distribution entities and those for retail entities. This modification would place the responsibility for the investigation, management, payment and reporting of GSL events with the entity responsible for the GSL event. 

Whilst the Code currently includes provisions for a distribution entity to make a GSL payment on the retailer’s behalf and the distribution entity is entitled to recover the GSL payment from the relevant retailer (per the Coordination Agreement), the current process requires the distributor to investigate, confirm and recover these costs, which results in an inefficient and costly outcome. Furthermore, reimbursement provisions included in the Coordination Agreement are expected to be removed when NECF is introduced in Queensland. Currently Energex processes approximately $15,000 in retailer related GSL payments per annum. The removal of the ability to recover these costs will place undue financial burden on Energex in the future should the current application be maintained.

The present aggregation of GSL payments regardless of the entity responsible for the GSL event is also considered unnecessarily confusing and burdensome for customers. Energex is aware of frequent circumstances (e.g. wrongful disconnections) where a customer first contacts their retailer regarding the GSL event. Despite the retailer acknowledging responsibility for the error, the customer is then required to contact the distributor to arrange for the GSL payment. It would also be reasonable to assume that there would be instances where the customer would be unaware of their eligibility for a GSL payment unless advised by the retailer at the time of their complaint. 

Energex recognises that customers are entitled to a guaranteed level of service from both entities. However, it is proposed that the application of separate GSL standards, payment and reporting responsibilities to each entity would limit the financial responsibility placed on distribution entities and reduce customer inconvenience and confusion.

The number of Queensland households disconnected for non-payment of the electricity bill reached a record high of 29, 692 last year, 17% more than in 2013-14.

The Association considers that in the Final Report the QPC should recommend that the Queensland government conduct a public review of the case for a Queensland Wrongful Disconnection Compensation Scheme that requires electricity retailers to compensate customers wrongly disconnected due to retailer error or failure to comply with the law.
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