	[image: image1.png]QUEENSLAND

CONSUMERS
ASSOCIATION





	A non-profit, volunteer organisation, advocating to advance the interests of consumers in Queensland

Secretary:  

Max Howard

PO Box 261

Corinda Q 4075




8 June 2018
SUBMISSION ON AEMC CONSULTATION PAPER ON NATIONAL ENERGY RETAIL AMENDMENT (ADVANCE NOTICE OF PRICE CHANGES) RULE 2018
BACKGROUND

The Queensland Consumers’ Association (the Association) is a non-profit organisation established over 40 years ago and which exists to advance the interests of Queensland consumers.  The Association’s members work in a voluntary capacity and specialise in particular policy areas.

The Association is a member of the Consumers’ Federation of Australia, the peak body for Australian consumer groups, and works closely with many other consumer and community groups.

The Association has been especially active for many years on energy issues in Queensland and nationally and is currently represented on the:

· Queensland Competition Authority’s Consumer Consultative Committee

· Energy and Water Queensland Ombudsman’s Advisory Council.
The Association is also a member of the Queensland Council of Social Service’s Essential Services Consultative Group.  

The Association has participated in, and made numerous submissions to inquiries etc. on energy issues conducted at national level, in Queensland, and in other states.

The Association has a strong interest in policies and practices likely to improve the effectiveness of markets and especially in the need for effective consumer protections and ongoing effective consumer demand created by many engaged consumers making well-informed choices.

Therefore, the Association welcomes the opportunity to make this submission.  The contact person is Ian Jarratt, email ijarratt@australiamail.com

GENERAL COMMENTS
We are very supportive of the proposed, and long overdue, rule change but recommend strongly that it apply to price decreases and increases, not just to the latter.
We support this rule change request being subject to the standard rule making process.

We support that proposed assessment framework.

We consider that:

· Changes to other rules, regulations, procedures, etc. may be required for the rule change to be fully effective (for example when retailers are advised of changes to network tariffs) and the draft determination should identify and recommend such changes.
· The rule change will only be fully beneficial if the price change information provided is well presented and publicised. 
· Decision-making on the proposed rule change should include: relevant concepts and research results on consumers’ information needs and usage from behavioural economics and other relevant disciples; and the results of consumer testing of proposed information provision requirements. 

· The rule change should include minimum requirements designed to achieve high levels and consistency of wording/layout, prominence, legibility and location of any required information. 

· Retailer compliance with any rule change and the effectiveness of information provided should be effectively monitored and reported on publicly.
· The term “churn” should not be used in future AEMC documents on this topic.  This term is widely understood to apply only to changing retailer, not contracts with the same retailer.  The same applies to “switch”.  The more neutral word “change” should be used with, where required, appropriate wording to make clear whether the change is in relation to changing retailer, contract with the current retailer, or both.
SPECIFIC COMMENTS

Issue 1 Significance of issue 

What do you view as the primary purpose of the notice? 

To assist consumers to make better informed choices between energy retailers and offers.
2. Does the delay in notice of a price change negatively impact consumers? Why or why not? 

Yes.  There is often media publicity about energy price changes when they are announced by retailers and this increases consumer interest in energy prices and their own situation. Requiring their retailer to at that time provide individual notification of the price change they will experience will provide a further incentive for consumers to compare their current offer with alternatives from their current and other retailers.  Also, receiving individual notification specifically about price changes will be much more powerful for consumers than receiving that information after the change has occurred and on a bill where it will be competing for attention with lots of other information.

3. Will advance notice of price changes lead to increased consumer engagement? Why or why not?

Yes. See above comment.
Issue 2 Length of notice period 
4. Is there a significant benefit to consumers from ten business days’ advance notice rather than just advance notice? Why or why not? 

Yes. Consumers need a reasonable period of notice prior to any price change starting and there needs to consistency/uniformity between retailers.  At least ten business days gives consumers a reasonable amount of time to consider their options, and take action, prior to the start of the new prices.  We also emphasise that consumers who decide to change plan with their existing retailer are likely to be able to move to that plan immediately or very soon after choosing to do so. They may not have to wait until the next meter read or have a special read.
We also note that the Queensland requirement, also in the proposal, is that at least 10 days prior notice be given. Therefore, retailers can provide longer prior notice. 

This raises an issue, not mentioned in the paper, of whether there should be a maximum period of prior notice.  If this is considered beneficial, 20 business days could be appropriate.
5. Should the same period of advance notice also apply in the case of standing offers? If not, Why not? 

Yes. We see no reason to treat standing offers differently to market offers, unless as in regional Queensland prices are regulated and there are economic (or other) obstacles that prevent or significantly limit competition with the incumbent retailer.
6. What options are available to limit issues that may arise in relation to the difference in the timeframes between the timing for providing notice of price changes and the requirements related to when offers are available on Energy Made Easy? 
This requires further consideration.  However, it is probably only a major issue if the price notification also refers to EME and prior to the major price change period each year.  Also, EME could be required to show very prominently and legibly at the start of a comparison session that it does not include prices that retailers may charge in future and recommend that consumers contact individual retailers for information about future prices.
Issue 3 Gas 
7. Is there any reason why the proposed rule should not apply equally to both retail electricity and gas contracts? 
No.
Issue 4 Notice coverage 
8. Should ten business days’ advance notice also be provided in the case of decreasing prices? If not, why? 
Yes. As indicated earlier we recommend strongly that any advance notice requirement apply to price decreases and increases, not just to the latter.  We are of this view even though the Queensland law only requires prior notification of price increases, which we consider is a sub optimal requirement.  A decrease in price is no different to an increase in terms of the potential to change the value of an offer relative to other offers and the desirability of consumers considering their options.
And, if as we hope, there will be more price declines in the future it makes no sense and is a major inconsistency if consumers do not get prior notifications of price reductions.  Consistency in the provision of information can greatly increase consumer awareness and use of information.
We do not consider it likely, if the market is competitive, that retailers will not make small price reductions to avoid the cost of providing prior notice.  The cost of providing the information will in most cases be much less than the impacts of the price change on bills.  However, this is an issue than can be monitored and, if it becomes a problem, can be reviewed later.

Furthermore, we do not understand why the rule change proponents did not require it to apply to price decreases as well as increases, since they often just refer to price changes without being specific whether they mean an increase or decrease or both.

Issue 5 Method and contents of notice 
9. What methods, if any, should be specified in the rule (for example: letter, email, website or app) as sufficient for informing the customer of price changes?
For individual notifications this method should be determined by the contract and consumer choice.

For public notifications we have reservations about the cost, usefulness and need to publish information in newspapers.

10. Should the method of advance notice be specified in the rule or should the method of notice be left to the retailer? 

Yes. See above comment.
Also, as indicated in our general comments, we consider it is extremely important to have the maximum possible consistency/uniformity in how information is provided and to consider requiring minimum standards designed to achieve high levels, and consistency of wording/layout, prominence, legibility and location of required information.  This could be a role for the AER
11. What information, as a minimum requirement, should be contained in the price variation notice? Why? 

We consider that the notice should as a minimum show the current prices, the proposed new prices and the percentage difference and when the price change will start.

This will make it easy for consumers to understand and assess the proposed changes and to compare them with other offers from their current and other retailers.

Consumers should not have to find the current prices or calculate percentage changes themselves.  We suggest providing percentage changes because they are commonly used to indicate price changes, are widely understood, and greatly increase price change transparency.  However, they may be difficult for many consumers to calculate themselves.
12. Is this dependent on your view of the purpose of the notice, either as purely a notification of a price increase or a prompt to engagement? 

We have focussed on notification of price change.
Given the lag between consumers being notified of price changes and when new prices are available for use on price comparison sites like EME we consider that further consideration is required of whether or not the notification should also refer to and encourage use of EME.

However, we do see benefit in the notification encouraging the consumer to compare their new offer with others available from their current or another retailer but also reminding them to ensure that other offers also reflect impending price or other significant changes, and to take account of other factors such as exit fees and implications of change for debts, payment plans and hardship scheme participation.

13. Is there any other information not identified by the proponents that should be included in the notice? If so, what? What purpose should it serve? 

It is not completely clear what information the proponents want to be provided.

We have indicated in Q11 and Q12 our suggestions regarding price change and other information.

Issue 6 Exemptions 
14. Should businesses that have their prices set by the regulator be exempt from the proposed rule? 

Yes but only in some situations such as as in regional Queensland prices where are regulated and there are economic (or other) obstacles that prevent or significantly limit competition with the incumbent retailer.

15. Should a retailer be given an exemption if it acquires a customer that was informed of the future price increase at the time the customer switched to the retailer? 

Yes. However, this should only apply if the consumer has been given full information about the future price change (not just an increase) and it should also apply to the consumer’s current retailer, not just others.

.
16. If this exemption is included in any rule made, what terms, conditions or restrictions should apply so it only captures consumers who have churned as a result of being provided a price change notice? 

See response to Q15.
Issue 7 Commencement Date 
17. How long from when a final rule is made, if found appropriate, would it take to make the required changes to implement the rule? 

No comment.

18. Besides billing systems changes, are there any other systems or processes that would need to be made before any final rule could be implemented? 

No comment.


