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Summary

This final rule determination is to amend the National Energy Retail Rules (NERR) to
provide retailers with more opportunity to issue small customers on standard retail
contracts with bills based on their actual consumption. The final rule does so by
requiring retailers to issue a bill to these customers at least once every 100 days,
replacing an existing requirement that a bill is issued at least once every three months.
The final rule is unchanged from the draft.

The rule applies to both electricity and gas standard retail contracts. Roughly 30 per
cent of small electricity customers across the national electricity market jurisdictions
and 20 per cent of small gas customers across those jurisdictions are on standard retail
contracts. However, there is wide variation in the proportion of small customers on
standard retail contracts between jurisdictions. Under the final rule the vast majority of
small customers on standard retail contracts should continue to receive at least one bill
every three months as the final rule does not change the obligations on Metering Data
Providers to use reasonable endeavours to read meters every three months.

If a retailer does not receive an actual meter read in time to issue a bill by the three
month mark - for example, because the Metering Data Provider is slightly late in
reading the meter - the new rule would allow it to wait until up to the date that was
100 days after the date that the last bill was issued for the meter read data to be
provided. If the retailer receives the metering data before day 100, it will be able to
issue a consumer a bill based on actual energy use rather than an estimate. If the
retailer does not receive the meter read by day 100, then it is required to issue an
estimated bill. The result will be that many customers who would receive an estimated
bill under the existing arrangements will instead receive a bill based on their actual
energy consumption, albeit delayed by a few days.

It is worth noting that retailers will continue to have strong incentives to issue a bill as
soon as they have received a meter reading. This is because retailers incur costs in
supplying energy to customers. In order to manage cash flow, they are likely to issue a
bill as soon as possible after receiving meter read data, therefore it is unlikely that if the
retailer receives the meter data before day 100, they will wait until day 100 to issue a
bill.

The Australian Energy Market Commission (Commission) has made this final rule
determination and final rule in response to a request by Ergon Energy Queensland, the
retail business of Ergon. Ergon's rule change request sought to allow retailers to delay
issuing a bill to small customers on a standard retail contract until an actual meter read
is provided by the Metering Data Provider. The rule change request is motivated by
the fact that, under existing arrangements, retailers face a firm obligation to issue a bill
to small customers on a standard retail contract at least once every three months. This
contrasts with Metering Data Providers facing a "reasonable endeavours" obligation to
read meters at least every once every three months. Ergon considers that its proposed
rule will allow retailers to issue more bills based on actual consumption, avoiding the
need to issue estimated bills when meter read data is not provided on time.
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Bills based on actual consumption provide consumers with better information about
how they use energy. This helps them plan and budget for their bills, and also assists
them in managing their usage to lower the energy charges they face. Information is an
important tool to help consumers make sound decisions about how they use energy
services and the new technologies they invest in.

However, the benefits derived from billing on actual consumption need to be balanced
against the frequency of billing. Since small customers pay for the energy they use in
arrears, they typically do not have access to information about the costs that they incur
until a bill is issued. Frequent bills provide consumers with timely information about
these costs. This may allow consumers to change their consumption - for example, the
use of appliances such as an air conditioner or heater - to manage their energy charges.
Less frequent bills would typically be higher because they cover a longer period. As
such, they would create particular issues for vulnerable customers.

The final rule recognises the importance of both accurate and frequent energy bills and
is a more preferable rule that differs from the rule proposed by Ergon. It maintains the
frequency of billing for the majority of customers. At the same time, it provides
retailers with an increased window to receive an actual meter read from a Metering
Data Provider (for gas, distribution businesses provide meter reads), which will enable
retailers to issue more accurate bills. For example, all else being equal, data provided
by the rule change proponent indicates that this rule would increase the number of
small customers within its area that receive bills based on actual metering data rather
than on estimated data from approximately 80 per cent to 99 per cent. The final rule
does not change the obligations on Metering Data Providers with regard to the
frequency of reading meters.

The final rule will contribute to the AEMC's strategic priority of empowering
consumers by providing them with better information so they can make more
informed choices over their energy use. The AEMC has made a number of other recent
rule changes that will work together with this rule change to achieve that objective,
including rule changes to:

. introduce competition for metering services;!

. introduce cost-reflective pricing of distribution network services;?

. give customers access to information on their energy consumption;3 and

. make it easier for customers with embedded generation to connect to the grid.4

1 AEMC, Expanding competition in metering and related services, Rule Determination, 26 November

2015, Sydney

2 AEMC 2014, Distribution Network Pricing Arrangements, Rule Determination, 27 November 2014,
Sydney

3 AEMC 2014, Customer access to information about their energy consumption, Final Rule
Determination, 6 November 2014, Sydney
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For the reasons outlined above, the Commission is satisfied that the final rule will, or is
likely to, contribute to the achievement of the National Energy Retail Objective
compared to the existing arrangements and better meets the objective than Ergon's
proposed rule.

The regulation of both the frequency with which small customers receive energy bills
and the accuracy of those bills act to protect customers. The Commission is satisfied
that the final rule is compatible with the development and application of customer
protections. While it may result in a slight delay in issuing bills for a few customers,
this delay will enable retailers to issue more small customers with a bill based on their
actual consumption, rather than their estimated consumption.

4 AEMC 2014, Connecting Embedded Generators, Rule Determination, 17 April 2014, Sydney; and
AEMC 2014, Connecting Embedded Generators Under Chapter 5A, Rule Determination, 13
November 2014, Sydney

Summary iii



Contents

1 Ergon's rule change request ... 1
11 INtrOdUCHON c..oeiiiiii e 1
1.2 The rule Change TEQUESL ......c.ccccccvririririririeieiciciccte ettt ees 1
1.3  Rationale for rule change request ...........ccceeiiirnnniccccccctr s 2
1.4  Existing arrangements............cccccoviiiiiiiiniiiiiiiii s 3
1.5  The rule Making ProCeSS ...........ccovrrriririciiiiiiiiiereee et 6
2 Final rule determination.........eeeeeseicicicississtcccceeeeee e sssssssssesesens 7
21 Rule Making test......cccciiiiiiiiiiiiiiiiiiie e 7
2.2 Assessment framMEWOTK .........cooueueuiuiiiiininreeeeecee et 8
2.3  Summary of reasons for making a more preferable final rule..........cccoevvrieiieccnnee. 9
24  Consistency with the AEMC's strategic priorities...........ccococeeeiiiininnnnncceccnee. 12
3 Assessment of the issue raised by Ergon Energy Queensland...............cccueueuueu.. 13
31 INErOAUCHION ..ottt 13
3.2  Assessment of the obligations on meter reading and billing frequency ................... 13
3.3 How significant is the iSSue? ... 15
3.4  Impact of the deployment of advanced meters ...........c.coevureeueueueuireenennnrerereeenenee 17
3.5  Consumer views on the use of estimates..........c.ccccccccieirnrrrieieicciicnr e 19
3.6 The Commission's CONCIUSION .......c.couiiiiiiiiiiiiciiciciirrr e 21
4 Options to reduce the number of estimated bills...........ccccevvevvrenuiinrirencenrcennenes 23
471 INtrodUCHON ......cvoiiiiiiic e 23
4.2 Option one: Ergon's proposed rule...........cccccooeiiiiiiininniccicceeceeeeee 23
43  Option two: more frequent meter readsS .........c.cceueueiririrrerireeieuereierceee e 27
44  The Commission's fiNal TULE ........c.cccciiiirririiicicicccccrr e 29
5 APPLICAtion tO ZaS .ttt sssseaees 34
51  Stakeholder VIEWS ......cccoiiiiiiiiiiiciciciire et 34
52  Gas meter read OblIGAtiONS ........c.ccueuiiiririririeicicccccer e 34

53  Consistency between electricity and gas billing arrangements............c.ccccceceeuennnnee. 36



A D DT @VIATIONS.ceccuueeeeeerrereeecsrreeecssareressssreeessssseessssssesssssssesssssssesssssssesssssssesssssssassssssssssssssssssssnsnes 37

A

B

Summary of issues raised in SUDMISSIONS ......cueuieverririirinniriirennnsiisinnesicnsnssescnens 38
Legal requirements under the NERL .........coeevinirinirinirineninennnisncisniesneeeseseesenee 43
B.1  Final rule determination.............coccoviiiiiiiniiiiiiic 43
B.2 Power to make the rule ... 43
B.3  Power to make a more preferable rule...........ccovnniiiccciiiinnneeceeeens 43
B.4 Commission's considerations ... 43
B.5  CAVIL PENALLIES ...ttt 44



1 Ergon's rule change request

1.1 Introduction

On 15 September 2015, Ergon Energy Queensland (Ergon) submitted a rule change
request to the Australian Energy Market Commission (AEMC or Commission).> The
rule change request sought to amend the National Energy Retail Rules (NERR) to
enable retailers to delay issuing a bill to a small customer on a standard retail contract
until an actual meter read is provided by the Metering Data Provider.

This report sets out the Commission's final rule determination with respect to Ergon's
rule change request. The final rule determination is to make a more preferable rule (the

final rule).®

1.2 The rule change request

Ergon proposed to change rule 24 of the NERR, which requires retailers to issue a bill
to small customers supplied under a standard retail contract at least once every three
months to:

“a retailer must use its best endeavours to issue bills to a small customer at
least once every three months using metering data for the relevant meter
class at the customer's premises provided by the responsible person and
determined in accordance with the National Metrology Procedures” and
rule 21.8”

Ergon also proposed to change rule 21(1) (c) of the NERR to clarify that a retailer may
base a small customer's bill on an estimate of that customer's energy use, where:

“metering data is not provided to the retailer by the responsible person in
accordance with the requirements to do so under the National Metrology
Procedures.?10”

5 Ergon Energy Queensland, Aligning the retailer requirement to issue a bill to a small customer every three
months with National Metrology Procedures, Rule Change Request proposed by Ergon Energy
Queensland, 15 September 2015. The rule change request is available on the AEMC'’s web site at:
http:/ /www.aemc.gov.au/Rule-Changes/Meter-read-and-billing-frequency

Available at: http:/ /www.aemc.gov.au/Rule-Changes /Meter-read-and-billing-frequency

7 While Ergon's rule change request states that its intention is to align the obligations of retailers
under the NERR with the obligations on Metering Data Providers under the National Metrology
Procedures, the obligations that its rule change request relate to are listed in the Service Level
Procedure. Therefore, the AEMC considers that this drafting should refer to the Service Level
Procedure and not the National Metrology Procedures.

Ergon Energy Queensland rule change request, 15 September 2015, p.10.
See footnote 3.

10 Ergon Energy Queensland rule change request, 15 September 2015, p.11.
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Ergon considered that this change would enable a retailer to base a small customer's
bill on an estimate of that customer's energy use where a Metering Data Provider has
not complied with the Australian Energy Market Operator's (AEMO) Service Level
Procedure.l1

Ergon further proposed that customers' interests could be protected by introducing a
maximum timeframe for withholding a customer bill due to a lack of meter data, and
that this maximum timeframe be 120 calendar days or four months.12

Ergon considered an alternative to its proposed rule would be to require the Metering
Data Provider to collect meter data more frequently. It rejected this option on the basis
that it would increase costs, ultimately resulting in customers paying higher prices for
their energy.13

1.3 Rationale for rule change request

Ergon considered that its proposed rule would:14

. improve customer experience and confidence in retail markets by producing
more bills based on actual meter data and reducing the number of estimated
bills;

. provide a link between the obligations on retailers under the NERR and the
obligations on Metering Data Providers under AEMO's Procedures;

. assign obligations to market participants in accordance with their respective
market roles; and

. create obligations on the relevant parties that have the responsibility for
preparing and delivering meter data to retailers under the National Electricity
Rules (NER).

Ergon considers that the above impacts would benefit small customers by reducing:1°

. the likelihood of unexplained volatility in customer bills by limiting the number
of estimated bills; and

. customer confusion resulting from an estimated bill being replaced by a bill
based on actual meter data, or from an adjustment to a subsequent bill to account
for a misestimation in a previous bill.

1 Retailers would also be able to base a bill on an estimate if the customer consents or if the retailer is

not able to reasonably or reliably base the bill on an actual meter read.

12 Ergon Energy Queensland rule change request, 15 September 2015, p.9.
13 1Ibid, p.14.
14

15

Ergon Energy Queensland rule change request, 15 September 2015, pp.9-10.
Ergon Energy Queensland rule change request, 15 September 2015, p.15.
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Ergon noted that a retailer may potentially be exposed to cash flow and volume risks if
it estimates a significant number of its bills.16 This is because estimated bills may vary
from the consumption volumes settled through the National Electricity Market (NEM).
It considered that bills based on actual meter data would allow retailers to better
manage cash flow despite the short delays this approach might create, the result being
a more accurate settlement of energy consumption in the NEM.17

14 Existing arrangements

This section provides an overview of the obligations on retailers and Metering Data
Providers under the NERR, the NER and under a number of AEMO's procedures to
which this rule change request relates. More detailed information is provided in the

AEMC's Meter Read and Billing Frequency consultation paper.18

Since the rule change request primarily relates to the meter read obligations for type 5
and 6 meters under AEMO's procedures, this section only provides an overview of
these arrangements. Gas meter read obligations are set out in section 5.2.

1.4.1 Retail billing obligations under the National Energy Retail Rules

The NERR sets out a number of obligations on retailers with respect to issuing bills to
small customers!? on a standard retail contract.20 The relevant obligations for this rule
change request relate to the frequency of bills, the basis for bills and estimation as a
basis for bills.21

Under Rule 24(1) of the NERR, a retailer must issue a bill to a small customer on a
standing offer at least once every three months. This timeframe can be amended by
agreement between a retailer and a small customer if the customer gives explicit
informed consent to an alternative regular recurrent billing period.22

16
17

Ergon Energy Queensland rule change request, 15 September 2015, p.15.
Ergon Energy Queensland rule change request, 15 September 2015, p.15.
18 AEMC 2015, Meter Read and Billing Frequency, Consultation Paper, 17 December 2015, Sydney

19 Under the National Retail Energy Law (NERL) sections 5 and 6; and NERR clause 7, small
customers are typically defined as any residential customer or any business customer consuming
less than 100 megawatt hour (MWh) a year. In some jurisdictions, the upper consumption
threshold for small business customers has been varied. In South Australia, the upper consumption
threshold is 160 MWh (SA NERL regulations clause 5); while in Tasmania, it is 150 MWh (Tas
NERL regulations clause 7).

20 A standard retail contract is a contract between a retailer and a small customer that takes effect

when a customer accepts a retailer's standing offer. A standard retail contract acts as a default retail
contract in situations where a customer has never accepted a market offer or switched retailer, or
where a customer has moved into a new premise without signing a new retail contract. A customer
can also choose to be supplied by a retailer under a standard retail contract.

21 Rule 24, Rule 20 and Rule 21 of the NERR.
22 Rule 24(2) of the NERR.
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Rule 20 of the NERR requires a retailer to base a small customer's electricity bill on the
metering data for that customer's premises provided by the Responsible Person?3 and
determined in accordance with the metering rules and rule 21 of the NERR.24 A
retailer can also base a small customer's bill on any other method agreed by the retailer
and the customer.2

For gas, in addition to the above, a retailer can also base a small customer's bill on the
actual reading of the meter at the customer's premises.2°

In either case, the retailer is required to "use its best endeavours to ensure that actual
readings of the meter are carried out as frequently as is required to prepare its bills

consistently with the metering rules and in any event at least once every 12 months."2”

The NERR also sets out obligations on retailers with respect to the use of estimation as
the basis for small customer bills. Under rule 21, a retailer may base a small customer's
bill on an estimate of the customer's energy consumption where:28

. the customer consents to the use of estimation by the retailer;

. the retailer is not able to reasonably or reliably base the bill on a meter reading;
or

. metering data is not provided to the retailer by the Responsible Person.

In these instances, the NERR allows for the estimate to be based on:29

] the customer's reading of the meter;
. historical metering data for the customer reasonably available to the retailer; or
. the average usage of energy by a comparable customer over the corresponding

period, if there is no historical metering data for that customer.

There are no obligations on retailers with respect to the frequency with which they
issue a bill to a small customer supplied under a market retail contract.30 Retailers
provide this information to small customers in market retail contracts.3!

23 Under clause 7.1.2 of the NER, there must be a Responsible Person for each connection point who is
responsible for arranging the installation, provision and maintenance of the metering installation,
and the collection, processing and delivery of metering data. Once the Expanding Competition in
Metering and Related Services rule is implemented - on 1 December 2017 - the roles and
responsibilities of the Responsible Person will be performed by a Metering Coordinator.

24 Rule 21 of the NERR relates to the use of estimation as basis for bills.
25 Rule 21(1)(a)(ii) of the NERR.

26 Rule 20(1)(b)(I) of the NERR.

27 Rule 20(2) of the NERR.

28 Rule 21(1) of the NERR.

29 Rule 21(2) of the NERR.
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1.4.2 Roles and responsibilities of a Metering Data Provider

Under the NER, Metering Data Providers have responsibilities to collect, process, store
and deliver metering data.32 Metering Data Providers must also provide and maintain
the security controls associated with metering data services in accordance with the
NER.33

Metering Data Providers are appointed by the Responsible Person for each connection
point. For type 5 and 6 meters,3* the Responsible Person is the Local Network Service
Provider (LNSP).35

AEMO Procedures for the provision of metering data

Chapter 7 of the NER contains clauses relating to, among other things, the collection
and provision of metering data and the provision of metering data services.3¢ These
clauses are supported by AEMO's Service Level Procedure: Metering Data Provider
Services (Service Level Procedure), which details the obligations, technical
requirements and performance levels that are to be performed, administered and
maintained by the Metering Data Provider.3” AEMO's most recent Service Level
Procedure came into effect on 1 September 2015.

30 A market offer may be made by a retailer to a small customer. Market retail contracts set out the
terms and conditions on which a retailer will provide retail services to a customer. The contract
terms, tariffs and charges of a market retail contract are subject to limited minimum requirements,
which are set out in the NERR.

31

Under the National Energy Retail Law (Queensland) Act 2014, Ergon is prevented from offering
market retail contracts to small customers.

32 Clause 7.4.1A(a) of the NER.

33 Clause 7.4.1A(b) of the NER.

34 Type 5 metering installations are generally manually read interval meters that are used at

connection points with loads up to 160 MWh (eg residential and small businesses). This load size
threshold can be amended by individual jurisdictions. The advanced meters deployed by
distribution businesses in Victoria are also deemed to be type 5 metering installations. Type 6
meters are accumulation metering installations that are used at connection points with loads up to
160 MWHh. This load size threshold can also be amended by individual jurisdictions.

35 A LNBSP is a network service provider within a local area, that has been allocated responsibility for

delivering network services in that area by the authority responsible for administering the
jurisdictional electricity legislation. Typically, this role is performed by a distribution business.
Under the Expanding Competition in Metering and Related Services transitional arrangements the
LNSP acting as the Responsible Person before the commencement of the rule will become the initial
Metering Coordinator at that connection point, and will continue in this role until another Metering
Coordinator is appointed at that connection point or the services cease to be classified as an
alternative control service.

36

37

See clause 7.1.1(a) of the NER for a complete list of provisions that Chapter 7 covers.

AEMO, Service Level Procedure, Metering Data Provider Services, version 1.4, 1 September 2015.
Auvailable at

http:/ /www.aemo.com.au/Electricity / Retail-and-Metering/ Metering-Services /Service-Level-Proc
edures-for-Metering-Data-Providers-within-the-NEM.
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Under AEMO's Service Level Procedure, Metering Data Providers must use reasonable
endeavours to ensure that metering data is collected at least once every three months.38
Metering Data Providers also have an obligation to use reasonable endeavours to ensure
that metering data is collected within two business days either side of the scheduled
reading date.3?

The B2B Procedure: Meter Data Process (B2B Procedure) sets out the requirements in
relation to standard meter data process and transaction data with which parties -
including Metering Data Providers, retailers and distribution businesses - must
comply.40 Under this B2B Procedure, for type 5 and 6 meters, a participant may not
issue a request for metering data relating to a scheduled read date until the sixth day
following the published scheduled read date.4!

15 The rule making process

The Commission commenced the rule making process and published a consultation
paper on the rule change request on 17 December 2015.42 The Commission received 15
submissions on the consultation paper. The AEMC also met with representatives of a
number of Queensland customer groups in Brisbane on 12 February 2016. A summary
of the issues raised at that meeting is available on the AEMC's website and the
Commission had regard to this summary in making its final determination in addition
to having regard to formal submissions. The Commission published its draft
determination on this rule change request on 31 March 2016.43 The Commission
received 20 submissions on the draft determination.#* Throughout this process, the
AEMC also engaged extensively with stakeholders - including customer
representatives - on a bilateral basis.

Where appropriate, issues raised by stakeholders in their submissions are addressed
throughout this final rule determination. A summary of issues that have not been
explicitly addressed in this final rule determination and the Commission's response to
them is provided in Appendix A.

38
39

6.4.10) of the Service Level Procedure: Metering Data Provider Services.
6.4.1(e) of the Service Level Procedure: Metering Data Provider Services.
40 AEMO, B2B Procedure: Meter Data Process, 13 May 2015, p.5.

41 3.2.3(2) of the B2B Procedure.

42 A notice was published under section 251 of the NERL.

43 A notice was published under section 256 of the NERL

44 The submissions and summary of the meeting are available on the AEMC web site at:

http:/ /www.aemc.gov.au/Rule-Changes/Meter-read-and-billing-frequency
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2 Final rule determination

The Commission's final rule determination is to make a more preferable rule. The final
rule requires retailers to issue a bill to a small customer on a standard retail contract at
least once every 100 days, replacing the existing obligation to issue a bill at least once
every three months. It is expected that the vast majority of customers will still receive
at least one bill every three months. The final rule does not change the obligations on
Metering Data Providers with regard to the frequency of reading meters.

This chapter outlines the Commission's:

. rule making test for changes to the NERR;

. assessment framework for considering the rule change request; and
. consideration of the more preferable final rule against the National Energy Retail
Objective (NERO).

Further information on the legal requirements for making this final rule determination
is set out in Appendix B.

2.1 Rule making test

Any change to the NERR, whether it be the proposed rule or a more preferable rule,
must satisfy two tests under the NERL:

. The Commission's assessment must consider whether the rule will or is likely to
promote the NERO (the 'NERO test').45 The NERO states:

“The objective of this Law is to promote efficient investment in, and
efficient operation and use of, energy services for the long term
interests of consumers of energy with respect to price, quality, safety,
reliability and security of supply of energy.46”

] The Commission must also, where relevant, satisfy itself that the rule is
"compatible with the development and application of consumer protections for
small customers, including (but not limited to) protections relating to hardship
customers" (the 'consumer protections test').47

Where the consideration of the consumer protections test is relevant in the making of a
rule, the Commission must be satisfied that both the NERO test and the consumer

45 In accordance with section 236(1) of the NERL.
46 See section 13 of the NERL.
47 See section 236(2)(b) of the NERL.
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protections test have been met.48 If the Commission is satisfied that one test has been
met, but not the other, the rule cannot be made.

There may be some overlap in the application of the two tests. For example, a rule that
provides a new protection for small customers may also, but will not necessarily,
promote the NERO.

The Commission can make a rule that is different (including materially different) from
the proposed rule if it is satisfied that, having regard to the issues raised in the rule
change request, it will or is likely to better contribute to the NERO than the proposed
rule.4?

2.2 Assessment framework

In assessing the rule change request against the NERO, the Commission has considered
the following principles:

. Facilitating the efficient use of energy services. Where consumers are provided
with timely and accurate information about the costs of using energy services,
they can make more informed decisions about how they use those services. Over
time, this could help to facilitate more efficient investment in, and use of, energy
services as consumers will be able to choose what services they use based on the
price they are willing to pay.

. Enhancing consumer experience. Consumers' experience in the retail market
will impact on their ability and willingness to make informed decisions about
their energy use. Consumers' experience is likely to be enhanced through their
ability to access better and more timely information about their energy
consumption.

. Providing a proportional response to the issues identified. A rule change that
results in unnecessary additional costs on different market participants may not
achieve its intended purpose and is, ultimately, likely to impose higher costs on
consumers. To avoid any unnecessary costs, any change to the NERR must be
proportional to the issue that it is designed to address.

The scope of consumer protections that the Commission has considered includes:

] consumer protections in the NERL and NERR;

. consumer protections under the general law, including the Australian Consumer
Law;
. consumer protections under energy retail laws and regulations of National

Energy Customer Framework (NECF) jurisdictions; and

48 That is, the legal tests outlined in section 236(1) and 236(2)(b) of the NERL.
49 See section 244 of the NERL.
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. where relevant, consumer protections under energy laws and regulations of
Victoria.

2.3 Summary of reasons for making a more preferable final rule

The Commission's final rule is published with this final rule determination. It provides
retailers with a clear obligation with respect to the frequency with which they are
required to issue a bill to a small customer on a standard retail contract by requiring
retailers to do so at least once every 100 days.

Under the existing rules, reasonable delays in the meter reading process may mean
that some customers will end up receiving an estimated bill within the three months,
but will then receive an adjusted bill based on an actual meter read at a later date. This
issue is not confined to Ergon and it is an issue for all retailers with small customers on
standard retail contracts. Those retailers cannot comply with the existing requirement
to issue customers a bill at least every three months unless they base the bills of a
significant proportion of customers on estimated data.

Whilst the final rule retains a clear timeframe within which a retailer must issue a bill,
it allows more flexibility in order to allow for more bills to be based on actual reads,
thus enhancing the customer experience.

The final rule applies to both electricity and gas standing offers. The Commission is
satisfied that, while Ergon's rule change request referred only to electricity, the issue
identified by Ergon equally apply to gas standing offers. It is preferable to maintain
consistency in the billing arrangements that apply to both gas and electricity retail
services. This consistency will aid customers understand when to expect a bill, which
may help them to better budget and plan for their energy bills. There are also likely to
be efficiencies from retailers maintaining similar systems for billing and benefits for
consumers that receive a single bill for electricity and gas from the same retailer.

Further detail on the final rule can be found in section 4.4.

Having regard to the issues raised in the rule change request, the Commission is
satisfied that the final rule will, or is likely to, contribute to the achievement of the
NERO for the following reasons:

. Facilitating the efficient use of energy services. The final rule establishes a clear
timeframe within which a retailer is expected to issue a bill to a small customer,
but also accounts for the fact that retailers may not always receive meter data in
time to issue a bill based on an actual meter read every three months. For small
customers, this change is expected to increase the likelihood of the customer
receiving timely bills based on actual consumption data. This is likely to provide
small customers with better information about the costs that they incur in using
energy services, allowing them to make more informed choices about how they
use these services.

. Enhancing consumer experience. As above, the final rule is likely to provide
small customers with more bills based on actual reads and therefore better
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information about their use of energy services and the costs involved. This
information may help small customers understand their needs and provide them
with confidence to engage in the retail market. Where there is competition in the
retail market, this confidence would allow customers to select a retail offer that
best reflects their needs.

Reducing the number of estimated bills is also likely to enhance consumer
experience and promote more trust in the retail market. Subsequently, the
number of complaints that small customers make in relation to their energy bills
is likely to fall. Ombudsman statistics show that a large number of customer
complaints are related to estimated bills.

Providing a proportional response to the issues identified. The final rule is not
likely to impose additional costs on retailers or Metering Data Providers. In turn,
small customers would not be expected to incur additional energy charges as a
result of this rule.

Having regard to the issues raised by the rule change request, the Commission is also
satisfied that the more preferable final rule will, or is likely to, better contribute to the
NERO than the rule proposed in Ergon's rule change request for the following reasons:

Maintains a regular and frequent billing cycle. Ergon's proposed rule would
enable retailers to wait until they receive an actual meter read from a Metering
Data Provider before issuing a bill to a small customer. Under this proposal,
some small customers could have experienced a significant delay in receiving a
bill. While Ergon considers that a maximum time limit of four months could be
introduced to protect customers, this would still likely result in customers
receiving significantly higher bills due to the longer time period that these bills
would encompass. Under the final rule, most small customers on standard retail
contracts should continue to receive bills every three months®0 but, where actual
meter reads are not received within three months of the last bill, retailers will
have a small number of additional days in which to receive an actual meter read
before they bill a customer. This means that if an actual meter read is received
before 100 days after the last bill to a small customer, the customer will receive a
bill based on actual, rather than estimated, consumption.

Clearer compliance obligation. A requirement that retailers use "best
endeavours" to issue a bill at least once every three months - as proposed by
Ergon - would be unclear and difficult for the Australian Energy Regulator (AER)
to enforce. The final rule provides greater clarity on how often a retailer is
required to bill small customer. This is also consistent with the consumer
protection provided by regular and frequent bills under the existing NERR.

The Commission also considers that its final rule is compatible with the development

and application of consumer protections.
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The regulation of both the frequency with which a small customer receives an energy
bill and the accuracy of those bills acts to protect consumers. The Commission notes
that, for the purposes of this rule change, it is necessary to make some trade-off
between the frequency of bills and the accuracy of bills. In this instance, the
Commission considers that the final rule is compatible with the development and
application of consumer protections by increasing the accuracy of bills with only a
small likelihood of negatively impacting billing frequency. This approach is consistent
with several stakeholders' views, including those of some consumer representatives.

Some submissions to the draft determination expressed concerns that the draft rule
(and therefore the final rule) could result in 100 days becoming the standard billing
period for consumers, with most consumers receiving larger bills for 100 days of
energy use on a regular basis. The Commission considers that this outcome will not
arise under the final rule for the following reasons:

. The billing cycle will not change for the vast majority of customers. The final rule
may result in a small proportion of small customers occasionally receiving a bill
that is delayed by up to eight days,®1 but that is likely to occur infrequently and
is not likely to affect the same customers each billing period. The slight delay that
those customers may encounter will enable retailers to issue more bills based on
an actual meter read, rather than estimates. It is also important to note that under
the existing rules, customers do not receive their bills exactly every three months
and there is usually several days variation in billing periods.

. The final rule does not change the obligations on Metering Data Providers with
regard to the frequency with which they read meters. AEMO's Service Level
Procedure will continue to require Metering Data Providers to use reasonable
endeavours to read meters every three months, with AEMO and the AER
enforcing compliance with this obligation.

. Retailers will continue to have strong incentives to issue a bill as soon as they
have received a meter reading. This is because retailers incur costs in supplying
energy to customers. In order to manage cash flow, they are likely to issue a bill
as soon as possible after receiving meter read data. This means that if a retailer
receives meter data before day 100, it is unlikely to wait until day 100 to issue a
bill.

. If for some reason, a retailer received meter data prior to day 100 but chose to
wait until day 100 to issue the bill, the retailer cannot “top up” the bill by adding
a period of estimated usage to the actual usage. As a result, in the unlikely event
that retailers delayed issuing a bill, consumers will not receive larger bills for 100
days energy and will instead just receive several days free credit to pay a bill for
their usual three months energy usage.

50 There is no change being made to the requirement under AEMO's Service Level Procedures for

metering data providers to use reasonable endeavours to obtain meter reads every three months.

51 Assuming that an average three month period is 92 days.
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2.4 Consistency with the AEMC's strategic priorities

This rule change request relates to the AEMC's strategic priority regarding the
engagement and participation of consumers in the retail market.52 The rule change
request relates to the information that consumers receive in relation to their
consumption of energy and the timeliness of that information. Providing consumers
with better information on their energy use in a timely manner is likely to allow them
to make choices that best reflect their needs.

52 AEMC 2015, Strategic Priorities for Energy Market Development, Final Priorities, 26 November
2015, Sydney.
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3 Assessment of the issue raised by Ergon Energy
Queensland

3.1 Introduction

This chapter assesses the scope and materiality of the issue raised in Ergon’s rule
change request. It is structured as follows:

. section 3.2 assesses the obligations on Metering Data Providers with regard to the
frequency of reading meters, and the obligations on retailers with regard to the
frequency of issuing bills to small customers;

. section 3.3 summarises stakeholders' views on how significant the issue raised in
Ergon’s rule change request is;

. section 3.4 considers the extent to which the issue might be resolved through the
market-led deployment of advanced meters;

. section 3.5 provides an assessment of customers’ views of estimated bills; and

. section 3.6 outlines the Commission's conclusion on whether there is a material
issue to address.

3.2 Assessment of the obligations on meter reading and billing
frequency

The billing frequency obligations on retailers under the NERR and the meter reading
obligations on Metering Data Providers under the Service Level Procedures are not
explicitly aligned. While the NERR places a strict obligation on retailers to issue a bill
to a small customer on a standard retail contract at least once every three months,>3
Metering Data Providers do not have a strict obligation to complete a meter read for
type 5 and 6 meters every three months. As outlined in section 1.4.2, Metering Data
Providers are required to use "reasonable endeavours" to complete a meter read at least
once every three months, and have a window of two business days either side of the
scheduled meter read date to collect the meter data.

It is appropriate that Metering Data Providers have some flexibility with respect to the
timing of meter reads. There are a number of reasons why they may be unable to
complete a meter read on a specific date. In submissions, distribution businesses
identify that public holidays, weather events, locked gates and unsecured dogs may
make it difficult for a Metering Data Provider to read a meter on a specific date.>* It is
appropriate that the Service Level Procedure recognise that there may be matters

53 Rule 24(1) of the NERR.

54 Energy Networks Association (ENA) submission, 28 January 2016, p.3; and Ergon Energy

Corporation (EEC) submission, 28 January 2016, p.2
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outside the control of Metering Data Provider that prevent them from reading meters
every three months, by requiring them to use reasonable endeavours (do all that is
reasonable in the circumstances) to read meters, rather than imposing a strict
obligation to do so.

The billing framework under the NERR permits retailers to vary the frequency of
billing under standard retail contracts with the explicit informed consent of the
customer. The varied billing cycle must cover a regular recurrent period.?® A retailer
could seek the consent of small customers to lengthen the billing cycle where it thinks
the timely availability of meter data may be an issue and customers would have a
preference for a longer billing cycle rather than estimated bills.

As outlined in section 1.4.1, the NERR specifies the basis on which retailers may bill
small customers. That is, the bill should be based on metering data where it is available
and on an estimate where it is not. However, there is also scope for a retailer to
consider other mechanisms by which they could generate a bill for a small customer, as
long as the customer agrees to use of that method.%¢ The NERR also specifies when a
retailer can use an estimate for the purposes of generating a small customer's bill.>”

The NERR provides appropriate discretion to retailers to use a range of methods for
the purposes of calculating an estimate. Retailers are able to use a customer-provided
meter read, the historical data for the customer, or the energy usage of a comparable
customer where there is no historical data. Combined with retailers” ability to base a
bill on any method that it agrees with the customer, this framework gives retailers
scope to be innovative and responsive to customer preferences in relation to billing.

Under the existing rules, billing arrangements do not provide the flexibility for retailers
to delay issuing a bill to allow for reasonable delays in the meter reading process. This
means that some customers will end up receiving an estimated bill within the three
months, and will receive an adjusted bill based on an actual meter read at a later date.
Whilst the final rule retains a clear timeframe within which a retailer must issue a bill,
it allows more flexibility in order to allow for more accurate billing overall, enhancing
the customer experience.

Ergon’s rule change request states that the AER has applied a strict interpretation that
issuing a bill to a small customer at least once every three months is equivalent to
issuing a bill no less frequently than every 92 days.>® The AER disputes this claim and
states that Ergon proposed that it would use 92 days as static reference for identifying
breaches of rule 24, which it would then report to the AER.> Regardless of the
interpretation of the existing NERR requirements, the strict obligation on billing
frequency means that, should a retailer breach the obligation placed on it by the NERR

55 Rule 24(2) of the NERR.
56 Rule 20(1) and Rule 21 of the NERR.
57 Rule 21(1) of the NERR.
58 Ergon Energy Queensland rule change request, 15 September 2015, p.3.

59 AER submission, 28 January 2016, p.2
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and wait for the metering data before issuing a bill to a small customer, it would
expose itself to the risk of compliance action by the AER.60

Anecdotal evidence suggests that some retailers may have slightly different
interpretations of what a three month period is and that it is not uncommon across a
number of retailers for there to be more than three calendar months between some
customers' bills. The AER notes that its compliance work with respect to rule 24 has
"focussed on systematic and significant delays in retailers issuing bills to customers."61
This is because it considers that longer delays in issuing bills are likely to result in
additional financial pressure and risk of hardship on small customers.®2 The AER
notes that it considers a bill issued at 120 days to be significantly delayed.®3

Finally, Ergon states that its Service Level Agreement with its Metering Data Provider
dictates that:

“'98 per cent of meter reads are to be scheduled between 89 and 94 days
from the last meter reading, with 98 per cent of meter reads to occur within
two business days of the scheduled meter reading date.®4”

One option available to Ergon to address the issue would be to negotiate its Service
Level Agreement to require meter data to be collected with greater frequency. This
would allow Ergon to issue more bills to small customers on the basis of an actual
meter read. We note that Ergon rejects this option, on the basis that it would increase
the costs of reading meters, ultimately increasing charges for consumers.®>

3.3 How significant is the issue?

Stakeholder submissions on the consultation paper and draft determination present
mixed views on the significance of the issue identified by Ergon, and whether it applies
only in Queensland or more broadly across the NEM.

The AER considers that the existing billing framework is efficient in providing small
customers with a bill based on actual consumption where metering data is available
and an estimated bill where it is not.%0.67 It submits that it is not aware of any
industry-wide concerns with the operation of the billing obligations, and that
estimated or delayed bills are not generating a level of complaints to the jurisdictional

60 Ergon submission, 28 January 2016, p.2.
61 AER submission, 28 January 2016, p.3

62 Ibid.

63 Ibid.

64 Ergon Energy Queensland rule change request, 15 September 2015, p.3.
65

Ergon Energy Queensland rule change request, 15 September 2015, p.13-14.
66 AER submission, 28 January 2016, p.1.

67 This view is echoed by Endeavour Energy, who submit that there are no major issues with the
existing arrangements (see: Endeavour Energy submission, 12 May 2016, p.1).
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ombudsman that would indicate the presence of a widespread issue.®8 Similarly,
Energy Consumers Australia (ECA) considers that, to the extent that the obligations on
retailers and on Metering Data Providers are not aligned, there has been no convincing
evidence that it is detrimental to consumers.®?

In contrast, the Tasmanian Council of Social Services (TasCOSS) and the Energy and
Water Ombudsman of South Australia (EWOSA) consider that the number of
complaints that they receive in relation to estimated bills is high, and suggests that this
is a significant issue for energy customers.”0 EWOSA does not consider that the issue
is unique to Ergon, noting that 60 per cent of its retailer members had complaints about
estimated bills in 2014-15.71 The Energy and Water Ombudsman of New South Wales
(EWON) submits that, although there has been an overall decrease in complaints, there
has been an increase in complaints about estimated bills - from 3.1 per cent of total
complaints in January-March 2015 to 5.2 per cent in the same quarter of 2016.72 The
Public Interest Advocacy Centre (PIAC) argues that estimated bills can cause confusion
and lead to customer hardship where estimates are not accurate, resulting in
back-billing or customers being required to pay for energy that they have not used.
PIAC considers that this is a relatively big issue for customers.”3

Some retailers offered a different perspective. Red Energy and Lumo submitted that
the issue is not significant for them, as they only have a small number of customers on
standing offers.”4 Similarly, AGL considers that the issue identified is unique to Ergon
since it operates in a jurisdiction where there is “no proposal to roll out alternative
metering technologies to overcome the disparate and isolated nature of some of its
customers”.”> AGL suggests that Ergon could consider other mechanisms to address
the issue identified in its rule change request, including;:

. the introduction of customer-provided meter reads where meter access or data
reliability is an ongoing issue;

. the introduction of stricter performance measures on Ergon Energy Corporation
(EEC - the distribution network business) relating to the reliability and accuracy
of metering data; or

. seeking a derogation for Ergon customers.”6

68 AER submission, 28 January 2016, p.2

69 ECA submission, 16 May 2016, p.5

70 EWOSA submission, 28 January 2016, p.2; TasCOSS submission, 28 January 2016, p.3.
71 EWOSA submission, 28 January 2016, p.2

72 EWON submission, 12 May 2016, p.1

73 PIAC submission, 9 May 2016, p.2

74 Red Energy and Lumo submission, 28 January 2016, p.1.

75 AGL submission, 28 January 2016, p.1.

76 AGL submission, 28 January 2016, p.2.
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Ausgrid’s submission states that, for most jurisdictions, the issue would only affect a
small proportion of customers.”” But both Ausgrid and the Energy Networks
Association (ENA) consider that the issue identified may be particularly relevant to
small customers in Tasmania and the Australian Capital Territory, where a larger
number of small customers are supplied under a standing offer.”8

Across the NEM, roughly 30 per cent of small electricity customers and 20 per cent of
small gas customers across those jurisdictions are on standard retail contracts.
However, Table 3.1 shows that there is wide variation in the proportion of small
customers on standard retail contracts between those jurisdictions.

Table 3.1 Number of customers on standard retail contracts in the NEM
jurisdictions

Electricity Gas

Number of Share of small Number of Share of small

small customers on small customers on
Jurisdiction customers standard retail customers standard retail

(thousands) contracts (thousands) contracts
Australian Capital 132 76% 91 76%
Territory
New South Wales 948 28% 275 21%
Queensland 1,091 52% 113 48%
South Australia 130 15% 73 16%
Tasmania® 239 88% 10 100%
Victoria® 297 11% 247 13%
NEM jurisdictions 2,838 30% 808 20%

Sources: AER retail statistics, data for September-December 2015, accessed 20 June 2016; AEMC, 2015
Retail Competition Review, Final Report, 30 June 2015, pp.242-258.

Notes: ' Gas figures for Tasmania from the AEMC 2015 Retail Competition Review. 2 Figures for Victoria
from the AEMC 2015 Retail Competition Review.

3.4 Impact of the deployment of advanced meters

On 26 November 2015, the Commission made its final rule on Expanding Competition in
Metering and Related Services.”® This rule will facilitate market-led deployment of

77 Ausgrid submission, 28 January 2016, p.A-3
78 Ausgrid submission, 28 January 2016, p.A-3; ENA submission, 28 January 2016, p.4.

79 Available on the AEMC website at:
http:/ /www.aemc.gov.au/Rule-Changes/Expanding-competition-in-metering-and-related-serv
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advanced meters, where consumer choice determines the rate at which new products
and services are taken up.

Under the rule, all new and replacement meters installed for small customers after 1
December 2017 must be advanced meters that meet a minimum services specification,
subject to limited exceptions. The minimum services specification includes a
requirement that the meter be connected to a telecommunications network that enables
remote access to the meter, for example for meter reads.

As more telecommunications-connected advanced meters are deployed across the
NEM, access to timely metering data will improve. Metering Data Providers will be
able to remotely read the advanced meter at a greater frequency and lower cost than is
currently the case with type 5 and 6 meters. This will enable retailers to issue bills to
small customers at least once every three months, or more frequently, based on actual
meter data. This view is echoed by a number of submissions on the consultation paper
and draft determination.80

However, many rural and remote areas (such as some of the areas currently served by
Ergon) may not support a telecommunications network capable of enabling remote
meter reading.8! In those areas, AEMO can grant an exemption to the requirement that
the meter be connected to a telecommunications network. So, even once advanced
meters become commonplace across the NEM, there are likely to remain groups of
small customers for whom the availability of meter data in time to issue bills every
three months remains an issue.

The market-led approach also means that widespread deployment of advanced meters
is likely to take some time, particularly in areas where there is little or no retail
competition.82 Retailers who are competing for customers are more likely to deploy
advanced meters so that they could use the meters' capabilities to provide consumers
with new products and services, more flexible pricing offers, better information and
better retail service.

Where retail competition is not as strong, retailers may be less likely to offer some of
these benefits to consumers. However, the benefits of advanced meters, such as
avoiding the costs of manual meter reading, may make the deployment of more
advanced metering attractive even in jurisdictions without strong retail competition.

80 See, for example: AGL submission, 28 January 2016, p.2; Ausgrid submission, 28 January 2016,

p-A-4; AER submission, 28 January 2016, p.3; EnergyAustralia submission, 28 January 2016, p.2;
EWOSA submission, 28 January 2016, p.2; ENA submission, 28 January 2016, p.3; Simply Energy
submission, 28 January 2016, p.2; TasCOSS submission, 28 January 2016, p.2; TasCOSS submission,
12 May 2016, p.1; Red Energy and Lumo submission, 12 May 2016, p.2; AGL submission, 13 May
2016, p.1.

See, for example: Ethnic Communities Council of New South Wales, 28 January 2016, p.2; Ergon
submission, 28 January 2016; p.1; QCOSS submission, 19 May 2016, p.2.

82 1bid

81
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3.5 Consumer views on the use of estimates

While the NERR provide retailers with flexibility to meet the requirement that they
issue a bill to a small customer at least once every three months, complying would
mean issuing estimated bills to some customers. Analysis of data from jurisdictional
ombudsmen, retailers” own data assessment, and the views of consumer
representatives confirm that estimated bills can be problematic for small customers.

According to the annual reports of the jurisdictional ombudsmen, a significant number
of the complaints received in 2014-15 related to estimated bills or back-billing. This is
summarised in Table 3.2. The data suggests that consumer dissatisfaction with
estimated bills (or subsequent back-billing) is not isolated to Queensland, so is unlikely
to be solely related to Ergon's particular operating circumstances.
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Table 3.2 Customer complaints to ombudsmen about estimated bills in
2014-1583-84

Jurisdiction No. of complaints about Total billing Percentage of
estimated bills and complaints total complaints
back-billing 8586
Australian Capital Territory 16 209 7%
New South Wales 3,421 17,924 19%
Queensland 132 675 19.5%
South Australia 749 5,270 14%
Tasmania 62 181 34%
Victoria87 4,074 16,276 25%

Sources: Energy & Water Ombudsman NSW, Annual Report 2014-2015, p.33; Energy + Water
Ombudsman Queensland, Annual Report 2014-2015, p.24; Energy & Water Ombudsman SA, Annual
Report 2014-15, p.17; Australian Capital Territory Civil & Administrative Tribunal, Annual Report
2014-2015, p.26; Ombudsman Tasmania, Annual Report 2014-2015, Appendix C; Energy and Water
Ombudsman (Victoria), 2015 Annual Report, p.39.

The jurisdictional ombudsmen complaints data is supported by data provided by
retailers in submissions on the consultation paper:

. according to EnergyAustralia internal data for 2015, six percent of billing-related
complaints were about estimated bills;88

. Red Energy and Lumo report that approximately 20 percent of billing complaints
they receive relate to estimated bills;8? and

83 Note that jurisdictional ombudsman report their complaints data differently. Some report

complaints relating to electricity and gas separately, while others combine the two. Some caution
should be used in making comparisons across jurisdictions.

84 Note that jurisdictional ombudsmen do not distinguish between the type of retail offer that a

customer is supplied under. A number of the complaints in the above table are likely to relate to
estimated bills under a market offer, which is outside the scope of this rule change request. As
section 4.4.3 explains, any change made to the billing frequency for standing offers under the NERR
is likely to also impact the billing cycle of market offers.

85 Table 3.2 combines the number of complaints received about estimated bills with the number of

complaints about back-billing. This is because back-billing generally occurs following an
underestimated bill. Many small customers may not realise that they have been billed on the basis
of an estimate until they receive a subsequent bill that recovers this underestimate. For this reason,
complaints about back-bills are relevant to understanding how small customers feel about
estimated bills.

86 Complaints about estimated bills make up between 29 per cent (in Victoria) and 92 per cent (in

Tasmania) of the complaints shown in the second column of Table 3.2.

87 Note that the NERR does not apply in Victoria. Retailers operating in Victoria are subject to

jurisdictional obligations with respect to billing frequency.

88 EnergyAustralia submission, 28 January 2016, p.2.
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. Ergon identifies that approximately 15 per cent of its complaints relate to
estimated bills.?0

More generally, submissions from retailers note that estimated bills can cause
difficulties for consumers, and that bills based on actual metering data enhance
consumer experience.?!

Dissatisfaction with estimated bills was also noted by consumer representatives. They
consider that estimated bills provide less accurate information about the customer's
energy use and, as a result, provide a less reliable signal about the customer's need to
manage the costs that they incur.?2 The Ethnic Communities Council of NSW notes
that jurisdictional ombudsman often have to intervene to assist Consumers who have
large bills that correct for a previous underestimation of that customer's
consumption.?3

Consumer groups highlight that consecutive estimated bills can be especially
problematic. They identify that estimated bills can cause hardship on customers if they
do not reflect:

. the energy used by a new appliance or an appliance that was previously faulty;
and
. variation in energy use due to seasonal factors, such as the use of air conditioning

and heating.%*

3.6 The Commission's conclusion

The Commission considers that there is significant scope in the NERR for retailers to be
innovative in how they meet their billing obligations. Further, the deployment of
advanced meters that are capable of remote access will largely address the issue of
access to metering data in the longer-term. The Commission also expects retailers to be
actively seeking ways to support vulnerable customers in managing their energy costs
and billing obligations.

However, the Commission is conscious of the problems that small customers may
experience with estimated bills. These problems appear to occur across all NEM

89
90

Red Energy and Lumo submission, 28 January 2016, p.2.

Ergon submission, 28 January 2016, p.2.

91 EnergyAustralia submission, 28 January 2016, p.3; Red Energy and Lumo submission, 28 January
2016, p.2; and Simply Energy submission, 28 January 2016, p.1.

92 EWOSA submission, 28 January 2016, p.3; and TasCOSS submission, 28 January 2016, p.2. Also see

AEMC, Summary of notes for AEMC meeting with Queensland consumer groups, 12 February

2016.

Ethnic Communities Council of NSW submission, 28 January 2016, p.2.

94 TasCOSS, 28 January 2016, p.2. Also see AEMC, Summary of notes for AEMC meeting with

Queensland consumer groups, 12 February 2016.

93
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jurisdictions and, as such, do not seem to be unique to Ergon. Estimated bills may not
provide an actual picture to consumers about their energy use, may result in
back-billing, and can be confusing to customers. These issues are exacerbated by when
estimates are not accurate, for instance when trying to estimate a read for a new
customer and no historical data is available.

An estimated bill is still better for a customer than not receiving a bill at all, or
receiving a significantly delayed bill. This is because an estimated bill at least provides
some indication of the costs being incurred. Nevertheless, the Commission's view is
that customers should receive bills that are based on actual metering data whenever
possible. The Commission is, therefore, satisfied that Ergon identified an issue that
needs to be addressed. The next chapter considers different options that could
potentially be used to reduce the number of estimated bills.
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4 Options to reduce the number of estimated bills

4.1 Introduction

The AEMC's consultation paper identified three possible responses to Ergon's rule
change request. These options are:

1.  allow retailers to delay issuing a bill to a small customer until a meter read has
been provided by a Metering Data Provider, subject to a maximum time limit of
four months (i.e. Ergon's proposed rule);

2. recommend to AEMO that it amend its Service Level Procedure to require
Metering Data Providers to read meters more frequently, so that bills are more
likely to be issued on the basis of actual consumption at least once every three
months (more frequent meter reads); or

3.  maintain the existing arrangements, recognising that some small customers may
receive estimated bills.

The consultation paper noted that all of these options may involve some degree of
trade-off between the frequency of bills, the accuracy of bills and the costs involved. It
invited stakeholder feedback on the appropriate balance between these factors.

Maintaining the existing arrangements, option three, is discussed in chapter 3. As
noted in that chapter, the Commission is satisfied that Ergon has identified an issue
that needs to be addressed.

This chapter outlines the Commission's analysis and conclusions with respect to
options one and two canvassed in the consultation paper. It also sets out the
Commission's considerations with respect to its final rule.

This chapter is structured as follows:

. section 4.2 outlines stakeholder views and the Commission's analysis and
conclusions of Ergon’s proposed rule;

. section 4.3 summarises stakeholder views and the Commission's analysis and
conclusions with respect to more frequent meter reads; and

o section 4.4 details the Commission's final rule and the rationale for it.

4.2 Option one: Ergon's proposed rule

Ergon's proposed rule would enable a retailer to delay issuing a bill to a small
customer until it had received the metering data from the Metering Data Provider in
accordance with AEMO's Service Level Procedures. It proposes to do this by amending
the strict obligation on retailers to issue a bill at least once every three months to an
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obligation to use best endeavours to issue a bill that frequently. Further details about
Ergon's proposed rule and the rationale for it are contained in sections 1.2 and 1.3.

The Ergon rule change request notes that the issue it seeks to address did not arise
under the Queensland arrangements that were in place prior to the commencement of
the NERR. This was because the Queensland arrangements required a retailer to use its
best endeavours to issue a bill to a small customer at least quarterly.? Ergon considers
that this requirement was consistent with the obligation on Metering Data Providers
under the Service Level Procedure to use reasonable endeavours to collect meter data
at least once every three months.%

Under the Queensland arrangements, Ergon generally delayed issuing a bill to a small
customer until the meter data had been provided by the Metering Data Provider.
According to Ergon, this resulted in:%7

. 95 per cent of residential bills being issued on day 95 or before;
. 98.8 per cent of residential bills being issued by day 100; and

. 99.9 per cent of residential bills being issued by day 120.
4.2.1  Stakeholder views on Ergon's proposed rule

Ergon retail, EEC, Energex, and Red Energy and Lumo supported the proposed rule
change in submissions on the consultation paper.?® Simply Energy also supported the
proposed rule, noting that it provides "useful flexibility to retailers who have an
approach that seeks to minimise the number of estimated bills."%9

Endeavour Energy submitted that it is desirable that regulatory requirements align
where feasible.190 Similarly, Red Energy and Lumo consider that it is important that
the responsibilities of NEM parties do not conflict with the minimum standards
required to be upheld by retailers, distribution businesses and Metering Data
Providers.101 These stakeholders consider that the proposed rule would enable more
customers to receive accurate bills.102

95 Ergon Energy Queensland rule change request, 15 September 2015, p.7.

9%  Ibid,, p.8.

97 Ibid.

98 Ergon submission, 28 January 2016, p.1; Energex submission 28 January 2016, p.1; EEC submission,
28 January 2016, p.1; Red Energy and Lumo submission, 28 January 2016, p.1.

9 Simply Energy submission, 28 January 2016, p.2.

100 Endeavour Energy submission, 28 January 2016, p.1

101 Red Energy and Lumo submission, 28 January 2016, p.1.

102

Endeavour Energy submission, 28 January 2016, p.1; Red Energy and Lumo submission, 28 January
2016, p.2.
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Other stakeholders expressed significant concerns with the proposed rule, primarily
relating to the effect it could have on:

. the frequency of bills;
. vulnerable or disadvantaged consumers; and
. consumer protections and empowerment.

A number of submissions note that the proposed rule would effectively lengthen the
period between bills for some small customers from three to four months.103 TasCOSS
submitted that extending the billing cycle to four months would “exacerbate the
existing barrier to the efficient use of energy services” as it delays the period between
consumption of energy and payment for such consumption.104 Less frequent billing
could increase the risk of a bill being materially higher than a customer expects (‘bill
shock’). It could also lead to more customer complaints and queries about delayed
bills.105

A number of submissions noted that lengthening the billing cycle would be contrary to
the trend towards more frequent bills, which is seen as beneficial to small
customers.106 These stakeholders submitted that more frequent bills enable small
customers to better plan and budget for their energy bills, which is particularly
important for vulnerable customers.107

Ergon recognised that lengthy delays in billing could cause issues for small customers,
for example with regard to affordability, but considered that imposing a 120 day limit
on the period between bills can mitigate this risk.108 This view is not shared by several
other stakeholders. The AER considered that significantly delayed bills, which include
bills issued at 120 days, are a source of financial hardship for small customers. This is
partly because consumers pay for their energy in arrears, but do not have access to
information about their liability to the retailer.10° Similarly, TasCOSS submitted that
the bill shock associated with large quarterly bills, especially ones issued around the
winter months, would be exacerbated with an additional month's costs.110

103 Ausgrid submission, 28 January 2016, p.A-4; EnergyAustralia submission, 28 January 2016, p.3;

TasCOSS submission, 28 January 2016, p.1.
104 TasCOSS submission, 28 January 2016, p.1.

105 Ausgrid submission, 28 January 2016, p.A-4; EnergyAustralia submission, 28 January 2016, p.3.

106 AGL submission, 28 January 2016, p.1; AER submission, 28 January 2016, p.4; EnergyAustralia
submission, 28 January 2016, p.3; TasCOSS submission, 28 January 2016, p.2

107 AER submission, 28 January 2016, p.4; Ethnic Communities Council of NSW submission, 28
January 2016, p.3; TasCOSS submission, 28 January 2016, p.2.

108

Ergon submission, 28 January 2016, p.2.
109 AER submission, 28 January 2016, p.4.
110 Ta5cOSS submission, 28 January 2016, p.2
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EWOSA, TasCOSS, Ausgrid, and the AER considered that the frequency of bills acts as
a consumer protection.111 Ausgrid noted that changing the rule 24(1) from 'a retailer
must' to 'a retailer must use its best endeavours' is, in fact, a fundamental change to the
nature of the obligation. It considered that this would undermine the strong consumer
protections provided in the existing rule as it reduces the level of certainty afforded to
consumers about the frequency of bills.112

The AER submitted that an obligation to use best endeavours may be difficult to
enforce and may encourage lower levels of compliance by some retailers. It may also
increase the cost of monitoring compliance and investigating breaches. Overall, the
AER considered that the proposed change does not provide additional clarity to the
NERR and adds unnecessary complexity.113

Queensland consumer groups noted that, under the previous Queensland
arrangements, a Metering Data Provider was required to read a meter at least once
every six months, rather than every twelve months as required under the NERR.114
This provided small customers with additional protection against only receiving a bill
based on actual consumption once every twelve months. Queensland consumer groups
suggested that, if the Commission were to accept Ergon’s proposal, Metering Data
Providers should again be required to read type 5 and 6 meters at least once every six
months.115

Red Energy and Lumo was the only submission on the draft determination that
expressed preference for the proposed rule over the Commission's more preferable
rule. It considers that timely but inaccurate bills are not useful to customers. It argued
that a limit of 120 days would allow retailers to base almost all the bills they issue on
meter data. Red Energy and Lumo also proposed a compromise between Ergon's
proposed rule and the Commission's more preferable rule, in which the time limit on
retailers to issue a bill is 110 days.116

4.2.2 Analysis and conclusion on Ergon's proposed rule

The Commission considers that, on balance, the proposed rule would not meet the
NERO and the consumer protection test. This is because whatever benefits are
achieved by enabling more small customers to receive bills based on actual
consumption are likely to be outweighed by the negative impact of some small
customers only receiving a bill every four months.117

111 Ausgrid submission, 28 January 2016, p.A-4; EWOSA submission, 28 January 2016, p.4; TasCOSS
submission, 28 January 2016, p.4

112 Ausgrid submission, 28 January 2016, p.A-4.

113 AER submission, 28 January 2015, p.5.

114 gee section 9.4.3 of the Queensland Electricity Industry Code, version 17.

115 see AEMC summary notes from meeting with Queensland consumer groups, 12 February 2016.
116 Red Energy and Lumo submission, 12 May 2016, p.2.

117

The same is true for Red Energy and Lumo's proposal of a 110 day limit.
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This option would likely result in more small customers receiving bills based on their
actual consumption of energy. As a result, small customers would likely have more
confidence that they are being billed accurately for the energy they consume. In turn,
this would enable consumers to better engage with retailers to select products and
services that meet their needs.

Bills based on actual consumption also provide small customers with better
information so that they can make informed decisions about the energy services they
use. Providing consumers with better information about their consumption patterns
and the costs of those behaviours could be particularly important in facilitating
responses to more cost-reflective prices.118

However, under Ergon's proposed rule some small customers would likely receive less
frequent bills, with delays of up to one month compared to the existing arrangements.
Extending the billing period to four months would likely increase the variation
between bills. This would be particularly relevant in areas with large seasonal variation
in energy consumption, such as in Tasmania and Queensland. Consumer groups noted
that seasonal bill variation already places strain on vulnerable customers, and the effect
of an additional month's consumption could push these consumers into hardship.119

A four-month billing period is also unlikely to provide consumers with the timely
information that they need in order to make informed decisions. While Ergon's
proposed rule may provide them with better information because bills are based on
actual consumption, this information may not be provided in time for it to usefully
allow consumers to adjust their behaviour to manage the energy costs they incur.

Further, the proposed rule does not appear to be consistent with the development and
application of consumer protections. Frequent retail bills provide an important
consumer protection, in that they provide consumers with information on the costs
that they incur by using energy. Significantly less frequent and, therefore, larger bills
may be more difficult to plan and budget for, and could have a significant financial
impact on vulnerable customers.

4.3 Option two: more frequent meter reads

An option set out in the consultation paper as an alternative to Ergon's proposed rule is
to recommend that AEMO amend its Service Level Procedure to allow for more
frequent meter reading.

As noted in section 1.4.2, under AEMO's Service Level Procedure, Metering Data
Providers have an obligation to use reasonable endeavours to read a meter at least once

118 As the Commission's rule on Distribution Network Pricing Arrangements is implemented, distribution
businesses will be required to set network prices that reflect the efficient cost of providing network
services to individual consumers. The extent to which a small customer is impacted by cost
reflective network prices will depend on how a retailer packages these prices into their retail offers.
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every three months. This Service Level Procedures is made under the NER, not the
NERR. The Commission does not have the power as part of this rule change to amend
the NER to require Metering Data Providers to read meters more frequently, as Ergon's
rule change request applied only to the NERR. However, the Commission could
recommend that AEMO amend its Service Level Procedure. This would be subject to
AEMO's normal process for changing its procedures, including stakeholder
consultation.

4.3.1  Stakeholder views on the frequency of meter reads

Stakeholders did not support reading type 5 and 6 meters more frequently as a
solution to the issue raised by Ergon. Distribution businesses are strongly opposed to
the option of requiring more frequent meter reading since it would increase their costs
as Metering Data Providers. Ultimately, this would flow through to the charges
consumers pay for their energy.120 This increase in costs would be applied to all
consumers even though the proposed rule relates only to customers on standard retail
contracts.121

EEC identified additional costs would be incurred in relation to:122

. meter readers;

. support staff to complete reading schedules;
] audit readers;

] manual reading hand held devices; and

. software licenses.

United Energy noted that more frequent meter reading would result in more frequent
disputes regarding network billing and payment, as billing is triggered by the
scheduled read data. This would result in additional costs, the amount of which would
depend on the meter volumes being managed and the efficiency of meter read
routes.123

119 5ee TasCOSS submission, 28 January 2016, p.2; and AEMC summary notes from meeting with

Queensland consumer groups, 12 February 2016.

120 Ausgrid submission, 28 January 2016, p.1; Endeavour Energy submission, 28 January 2016, p.2;

Energex submission, 28 January 2016, p.1; ENA submission, 28 January 2016, p.3; United Energy
submission, 28 January 2016, p.1.

121 ENA submission, 28 January 2016, p.3.
122 ggc submission, 28 January 2016, p.1.

123 United Energy submission, 28 January 2016, p.3.
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Retailers and consumer groups largely echoed the views of distribution businesses and
did not support mandating more frequent meter reading.124They considered that
mandating more frequent meter reads would add to costs, without resulting in
significant consumer benefits.125

The one exception is the submission by ECA on the draft determination, which
considers that technological innovation (such as customer reads using smart phones)
could enable more frequent and accurate estimated meter reading without a material
increase in costs that would be borne by consumers.126

4.3.2 Analysis and conclusion on more frequent meter reads

The Commission considers that, on balance, this option would not meet the NERO.
This is because the costs of more frequent meter reads would be borne by all
consumers, regardless of whether they receive more bills that are based on actual
consumption than they would have done otherwise.

This option would address the issue raised by Ergon by increasing the possibility that
retailers receive metering data in time to issue a bill at least once every three months.
This would limit the circumstances in which an estimated bill would need to be issued.

However, this option would likely impose additional costs on distribution businesses
by changing the obligations on Metering Data Providers. These additional costs would
likely be passed on to consumers through increases in distribution charges. It is
important to note that Metering Data Providers do not have access to information
about the type of retail offer that a small customer is supplied under. As such, they
would have to read all type 5 and 6 meters more frequently in order to provide the
retailer with metering data for standing offer customers in time for it to issue a bill at
least once every three months. Consequently, this change would not be a proportionate
response to the issues identified by Ergon.

4.4 The Commission's final rule

The Commission's final rule amends rule 24(1) of the NERR so that the obligation on
retailers is to issue a bill to a small customer on a standing offer at least once every 100
days. This replaces the existing requirement under rule 24(1) for retailers to issue a bill
at least once every three months.

124 EnergyAustralia submission, 28 January 2016, p.4; Ergon submission, 28 January 2016, p.2; Red
Energy and Lumo submission, 28 January 2016, p.2-3; Simply Energy submission, 28 January 2016,
p-4; Ethnic Communities Council of NSW submission, 28 January 2016, p.4; EWOSA submission, 28
January 2016, p.4.

125

Ergon submission, 28 January 2016, p.3; Red Energy and Lumo submission, 28 January 2016, p.2-3.
126 gca submission, 16 May 2016, p.6
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4.4.1  Stakeholder views on an alternative option at the consultation paper
stage

Submissions from a number of the distribution businesses raised an alternative to the
three options discussed in the consultation paper, in which the obligation on a retailer
to issue a bill to a small customer every three months is adjusted.12’The ENA claimed
that defining three months as a period not exceeding 100 days would provide retailers
with additional flexibility to meet their obligations under rule 24 without eroding the
strong protections this rule provides small customers.128

United Energy submitted that such an approach would recognise that Metering Data
Providers have a window around the scheduled meter read date to provide processed
data, and would provide retailers with a billing window to receive metering data
before generating their own estimate in the event of a delayed read.1?? Ausgrid
considered that the alternative rule proposed by the ENA would improve customer
billing experience by allowing for a greater proportion of customer bills to be based on
actual consumption data, which is likely to reduce the number of complaints and
requests for billing adjustments.130

4.4.2 Stakeholder views on the draft determination

Many submissions on the draft determination supported the draft rule. This included
some consumer representatives, 13! energy ombudsmen,132 retailers and distribution
businesses.133 These submissions generally consider that the draft rule represented a
reasonable balance between billing frequency and accuracy, and that consumers would
benefit from more accurate bills without being exposed to significant delays.134
EWOSA noted that retailers are likely to issue a bill as soon as they receive the
metering data, but cautioned against 100 days becoming the normal timeframe for
retailers to issue bills to small customers on a standard retail contract.135.

This latter concern is echoed in submissions that do not support the draft rule. Those
submission consider that there was a material risk of the billing cycle lengthening and

127 Ausgrid submission, 28 January 2016, p.A-6; Endeavour Energy submission, 28 January 2016, p.1;
United Energy submission, 28 January 2016, p.1.

128 gNnA submission, 28 January 2016, p.4. See also Ausgrid submission, 28 January 2016, p.A-6.

129 United Energy submission, 28 January 2016, p.1.

130

Ausgrid submission, 28 January 2016, p.A-6.
131 PIAC submission, 9 May 2016, p.3

132 gwoN submission, 12 May 2016, p.2; EWOSA submission, 12 May 2016, p.1

133 Ergon submission, 5 May 2016, p.1; Origin submission, 12 May 2016, p.1; Simply Australia

submission, 12 May 2016, p. 2.; ENA submission, 13 May 2016, p.1; Ausgrid submission, 11 May
2016, p.1; Endeavour Energy, 12 May 2016, p.1; Energex submission, 26 April 2016, p.1; EEC
submission, 12 May 2016, p.1.

See, for example: PIAC submission, 9 May 2016, p.3
135 EWOSA submission, 12 May 2016, p.1

134

30 Meter Read and Billing Frequency



100 days becoming the standard billing period for small customers.13¢ The AER
submits that quarterly bills allow for regular billing days, which may be lost with the
new rule, and make comparison of bills across seasons easier.137,

Submissions that do not support the draft rule highlight the risk that longer billing
period poses particularly to vulnerable customers.138 The Queensland Council of
Social Services (QCOSS) notes that, since bills for longer billing periods are likely to be
higher, they increase the risk of vulnerable customers accumulating debt and,
ultimately facing disconnection for non-payment of their energy costs.13 Uniting Care
Australia noted a particular risk for customers making regular payments through
Centrepay.140 It notes that bills issued outside of a quarterly cycle could become
misaligned with the timing of regular payments through Centrepay.141

Opposition to the draft rule was also expressed by the retailers Red Energy and
Lumo,142 and AGL. The latter considers that the new rule would not lead to more bills
based on actual meter readings being issued to consumers.143

4.4.3 Analysis of the final rule

The final rule is broadly based on the alternative option put forward by some
distribution businesses in submissions on the consultation paper. It maintains the
objective of existing arrangements that small customers should usually receive at least
four bills a year, but provides a short additional time for retailers to issue bills based on
actual meter data.

The final rule will provide retailers with a window of time in which to receive metering
data from a Metering Data Provider. However, if the metering data is not provided in
time to issue at least one bill in a 100 day period, the retailer would need to issue an
estimated bill in order to not be in breach of rule 24 of the NERR. In turn, consumers
can be confident they will receive at least one bill in a 100 day period, and for the
reasons explained in chapter 2 the majority of consumers are expected to continue to
receive bills every three months.

136 AER submission, 12 May 2016, p.1; ECA submission, 16 May 2016, p.1; Queensland Council of
Social Services (QCOSS) submission, 19 May 2016, p.2; Queensland Consumer Association, 12 May
2016, p.1; Uniting Care Australia submission, 16 May 2016, p.3; TasCOSS submission, 12 May 2016,

p-1.
137 AER submission,12 May 2016, p. 2

138 AER submission, 12 May 2016, p.2; QCOSS submission, 19 May 2016, p.1; Uniting Care Australia
submission, 16 May 2016, p.3; TasCOSS submission, 12 May 2016, p.1.

139 QCOss submission, 19 May 2016, p.1

140 Centrepay is a payment free service offered by the Australian government. See:
https:/ /www humanservices.gov.au/customer/services/centrelink / centrepay

141 Uniting Care Australia submission, 16 May 2016, p.4

142

As section 4.2.1 notes, Red Energy and Lumo's was the only submission the draft determination to
favour a longer billing period than 100 days.

143 AGL submission, 13 May 2016, p.1
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The final rule will enable retailers to issue more bills on the basis of actual
consumption, reducing the number of estimated bills issued. As noted throughout this
final determination, bills based on actual consumption provide customers with better
information about the costs that they incur in using energy services and promote
confidence in the billing process.

The final rule also maintains the protections of regular, predictable billing set out in the
existing billing arrangements. The vast majority of small customers will continue to
receive at least one bill every three months. Assuming that a three month period is, on
average, 92 days then the final rule only provides a maximum additional eight days in
which to issue a bill. The benefit that small customers can gain from receiving a bill
based on actual consumption is likely to outweigh the potential negative impact of a
delay of up to eight days. The Commission notes that the existing rules do not
guarantee that consumers will receive their bills on the same day of the month exactly
three months apart, and in practice there is usually several days variation in the period
covered by each bill.

All else being equal, data provided by the rule change proponent indicates that this
change could, for example, increase the number of its small customers that receive bills
based on actual metering data rather than on estimated data from 85 per cent to 99 per
cent. 144

By specifying the number of days within which a bill must be issued to a small
customer on a standing offer, the final rule also provides greater clarity to small
customers, retailers and the AER in relation to the billing frequency obligations
compared with Ergon’s proposed rule.

. Small customers must receive a bill at least once every 100 days. They would
typically continue to receive four bills a year.

o For retailers, the final rule makes clear that, where metering data has not been
provided in time to issue a bill at least once every 100 days, an estimated bill
must be issued.

. For the AER, the final rule provides greater clarity in relation to when a retailer is
in breach of its obligations under the NERR.

Some stakeholders have expressed concerns that the standard billing cycle will move
to 100 days. This is highly unlikely to occur in practice unless AEMO's Service Level
Procedures are amended to reduce the frequency of meter reads. There is no reason to
expect AEMO to make such a change, and it could only do so following consultation.
Retailers have a strong incentive to issue a bill as soon as they receive a meter read in
order to recover costs that they have incurred supplying the energy. It is highly
unlikely that, if a retailer received metering data for a small customer before day 100, it
would wait until day 100 to issue a bill to that customer. Retailers are also not able to

144 Ergon Energy Queensland rule change request, 15 September 2015, p.8.
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combine meter read data and an estimate to calculate a bill that covers longer than that
covered by the meter read.

Vulnerable customers should therefore not be disadvantaged by the rule change as
individual bills are unlikely to increase significantly, and would not change in
aggregate over the year. In response to Uniting Care Australia’s submission, Centrelink
payments occur fortnightly and are not currently aligned with a three monthly billing
cycle so there does not appear to be a risk that consumers will lose their pay on time
discount as a result of the rule change even if bills are occasionally delayed by the
maximum 8 days compared with the existing rules.

We also note that, based on comments and data from jurisdictional ombudsmen,
estimated bills and subsequent large back-bills are a significant cause of complaints
and can lead to financial hardship for vulnerable consumers. The final rule strikes a
balance between the impacts on vulnerable customers of the benefits of receiving
actual rather than estimated bills and the potential risks of slightly less frequent bills.

The final rule only applies to small customers under standard retail contracts. The
billing period for customers on market offers will be set out in its market retail
contract. Many retailers have built their billing systems around their minimum
obligations under the NERR, so the final rule could also indirectly impact the
frequency of bills issued to small customers supplied under a market offer. Given the
cost to the retailer of changing the terms and conditions for small customers on market
offers, and the imperative to collect revenue as soon as a meter read is available, it is
unlikely that small customers on a market offer would be negatively impacted by the
final rule.
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5 Application to gas

Rule 24 of the NERR applies to small customers supplied under both electricity and gas
standing offers. This chapter outlines the Commission's final determination to also
apply the final rule to gas standing offers.

In its rule change request, Ergon notes that, although it is not a gas retailer, it may be
reasonable to review the relevance of the issue it identified for gas bills as well. 145

51 Stakeholder views

Stakeholder submissions on the consultation paper were divided on whether the issue
raised by Ergon also applies to billing gas customers on standing offers, and whether
the proposed rule should be extended to gas. Distribution businesses considered that
the rule change process should only consider electricity.146 For example, United
Energy submitted that no case has been made to apply changes that may impact gas
meter reading arrangements, and that the Gas Retail Market Procedures should be
considered separately if there is to be a change to the meter reading obligations.14”

In contrast, EWOSA noted that issues associated with meter reads and billing
frequency are relevant for gas retailers and customers, with complaints made about
over 70 per cent of gas retailers who are members of EWOSA during 2014-15.148 This
view was shared by the Ethnic Communities Council of NSW, and by Red Energy and
Lumo.14? Simply Energy submitted that any rule should take into account the
potential efficiencies from common processes for both gas and electricity.150

Origin's submission on the draft determination was the only one that stated a view on
whether the draft rule should apply to gas, which it supports.151

5.2 Gas meter read obligations

The meter read obligations for gas meters are set out in AEMO's Retail Gas Market
Procedures.152 Each jurisdiction has its own procedure. Under these procedures, the

145 Ergon Energy Queensland rule change request, 15 September 2015, p.10.
146 ENA submission, 28 January 2016, p.1; United Energy submission, 28 January 2016, p.4.
147

United Energy submission, 28 January 2016, p.4.
148 EWOSA submission, 28 January 2016, p.4-5.

149 Ethnic Communities Council of NSW submission, 28 January 2016, p.3; Red Energy and Lumo
submission, 28 January 2016, p.3

150 Simply Energy submission, 28 January 2016, p.5.

151 Origin submission, 12 May 2016, p.1.

152

AEMO's Retail Gas Market Procedures for each jurisdiction are available from:
http:/ /www.aemo.com.au/Gas/Policies-and-Procedures/Retail-Gas-Market-Procedures.
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frequency with which a gas distribution business is expected to read the meter is
different between different jurisdictions:

. in New South Wales, meters must be read either daily, monthly (31 days plus or
minus two business days), bi-monthly (61 days plus or minus one business day)
or quarterly (91 days plus or minus two business days);153

U in Victoria, meters must be read at either a one month or two month
interval; 154155

. in South Australia, meters must be read annually;1%¢ and

. in Queensland, meters must be read at either a one month or three month

interval.157

The frequency with which the meters of different types of customers are read is then
set out in the relevant distribution business' Reference Services Agreement, which
accompanies the distribution business' Access Arrangement. These documents are
approved by the AER every five years as part of the regulatory determination process.
As an example, the Reference Service Agreement for gas distribution business
operating in NSW - Jemena - sets out that the meter reading cycle for:158

. meters of demand customers - i.e. large industrial customers over 10 terajoule
(TJ) per annum - are read daily;15?

. meters of volume customers - i.e. residential and small commercial customers
under 10T] per annum - are read monthly if their consumption is between 1T]
and 10TJ1€0 or quarterly read if under 1TJ.161

The Commission does not consider that the gas meter read obligations create a
potential barrier to the application of the final rule to gas standing offers. The final rule
would not impact on the meter reading obligations under the Retail Gas Market
Procedures. Rather, it provides retailers with a short window in which to receive
metering data and generate a bill based on actual consumption for gas customers who
have their meters read quarterly.

153 Clause 20.2 of AEMO's Retail Market Procedures (NSW and ACT), version 14.0.

154 Clause 2.2.1 of AEMO's Retail Market Procedures (Victoria), version 10.0.

155 Note that the NERR is not currently in force in Victoria. As such, the final rule will have no effect in

Victoria.
156 Clause 149 of AEMO's Retail Market Procedures (South Australia), version 8.0.

157 Clause 2.2.1 of AEMO's Retail Market Procedures (Queensland), version 12.0.

158 Jemena Gas, Reference Service Agreement, 1 July 2015 - 30 June 2020, Available:

http:/ /www.aer.gov.au/.

159 Clause 17.1(b), ©) of Jemena's Reference Service Agreement.
160 Clause 17.1(d) of Jemena's Reference Service Agreement.
161

Clause 17.1(e) of Jemena's Reference Service Agreement.
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5.3 Consistency between electricity and gas billing arrangements

The obligations on retailers with respect to billing arrangements for electricity and gas
should be consistent wherever possible. This is because customers will have a better
understanding of when to expect a bill, which may help them to better budget and
plan for their energy bills. Additionally, there are likely to be efficiencies from
maintaining similar systems for billing. Some customers also have the same retailer for
both gas and electricity, and being able to send or receive a single bill based on the
same billing cycle for these duel fuel customers can provide benefits for both the
retailer and the consumer.

The final rule introduces a clear maximum timeframe on retailers to issue a bill to
customers on standard retail contracts - that they must issue a bill at least once every
100 days. However, as discussed above, it is expected that retailers would bill a small
customer as soon as they receive the meter data and they have an incentive to do so in
order to recover the costs they incur in supplying energy. Therefore, the effect of the
final rule will only be felt in circumstances where there is a small delay in the provision
of metering data. Where metering data is provided on a quarterly or more frequent
basis, the customers in questions will continue to receive their gas bills at the same
frequency as under existing arrangements.
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Abbreviations

AEMC
AEMO
AER
Commission
EEC
ENA
Ergon
EWOSA
LNSP
MCE
MWh
NECF
NEM
NER
NERL
NERO
NERR
QCOSS
TasCOSS

1]

See Commission

Australian Energy Market Operator
Australian Energy Regulator
Australian Energy Market Commission
Ergon Energy Corporation

Energy Networks Association

Ergon Energy Queensland

Energy and Water Ombudsman of South Australia

Local Network Service Provider
Ministerial Council on Energy
megawatt hour

National Energy Customer Framework
National Electricity Market

National Electricity Rules

National Retail Energy Law

National Energy Retail Objective
National Energy Retail Rules
Queensland Council of Social Services
Tasmanian Council of Social Services

terajoule

Abbreviations
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A Summary of issues raised in submissions

Where relevant, stakeholder comments have been addressed throughout the final rule determination. The table below summaries issues raised by
stakeholders that were not explicitly addressed in the consultation paper and draft determination, with the Commission's response to these
comments.

Stakeholder Issue AEMC response

AGL (consultation Delays in the provision of meter data is a The introduction of additional penalties or sanctions on Metering Data

paper stage p.1) consistent problem because of the absence Providers to incentivise better performance is outside the scope of this rule
of sanctions or penalties that would provide change process. Performance standards for Metering Data Providers are set
the necessary incentives for distribution out in AEMO's Service Level Procedure. AEMO and the AER are able to take
businesses to improve their performance. enforcement action against Metering Data Providers who are breaching that

procedure.

ECA (draft Even if there is a misalignment between the It is appropriate that Metering Data Providers have a "reasonable endeavours”

determination stage, NERR and AEMO's Procedure that needs to | obligation to read a meter once every three months rather than a firm

p.5) be corrected, the idea that this should be obligation. There are a number of reasons why a Metering Data Provider may

fixed by amending the NERR to bring it into have difficulty accessing a meter and some flexibility in the obligations to
line with the AEMO Procedures — when the provide a window in which to access the meter is reasonable.

former is higher in hierarchy — sets a bad
precedent for the governance of the energy It is also appropriate that retailers have a firm obligation to issue bills. The
market. NERR affords flexibility for retailers regarding the basis of billing.

The question remains, however, what timeframes would best support
consumers' long-term interests. Given the additional cost involved in more
frequent meter reads, the Commission is satisfied that consumers' interest can
best be met by providing retailers a small window in which to receive meter
reads (including delayed reads) so that more bills can be based on actual
energy use.
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Stakeholder

Issue

AEMC response

ENA (consultation
paper stage p.A-2)

Requiring a Metering Data Provider to
produce an additional estimated meter read
outside the normal meter read and data
delivery process would be very complicated
and potentially very costly. Other market
participants may also incur costs in receiving
estimated data outside the normal billing
cycle.

Noted. The Commission agrees that requiring a Metering Data Provider to
produce an estimated meter read outside the regular meter reading processes
would not be an effective solution to the issue identified by Ergon.

Retailers have a number of different methods they can use to generate an
estimate if one is needed.

Ergon(consultation
paper stage p.4)

Any requirement that introduced an obligation
on retailers to accept a customer reading
could unintentionally create safety issues due
to the meter location and access issues.

This may be the case for a number of meters. However, most meters in
residential properties are likely to be relatively accessible. Accepting a
customer's read of its meter is often a simple and effective way to address
customer complaints about estimated bills.

Ethnic Communities
Council of NSW
(consultation paper
stage p.3)

For the long term interest of consumers,
there would appear to be no reason to
extend the billing cycle time period. AEMO's
procedures should be amended to specify
that readings are made at least once every
three months. Given that there is an
expectation currently that reasonable
endeavours include actually undertaking the
reading each three month period, the
resulting outcome should be little or no
increase in costs of meter reads. In order to
address those cases where the meters
cannot be read at all, or within the three
month timeframe, a set of special provisions
would need to be identified and detailed in
AEMO's procedures.

See section 3.2.

It is appropriate that Metering Data Providers have a "reasonable endeavours”
obligation to read a meter once every three months rather than a firm
obligation. There are a number of reasons why a Metering Data Provider may
have difficulty accessing a meter and some flexibility in the obligations to
provide a window in which to access the meter is reasonable.

In order to ensure that a meter is read in time to issue a bill to a small
customer at least once every three months, AEMQO's Service Level Procedure
would need to be changed to require a Metering Data Provider to read a meter
more frequently. This is because once, a Metering Data Provider has read a
meter, it takes a number of days for the retailer to receive this data and issue a
bill based on it. Therefore, the Service Level Procedure would need to specify
that a Metering Data Provider must read a meter and provide it to a retailer a
number of days before the three month period expires. This would enable a
retailers to issue a bill to a small customer based on an actual meter read at
least once every three months, but would result in higher costs which would be
passed onto all customers.
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Stakeholder

Issue

AEMC response

Ethnic Communities
Council of NSW
(consultation paper

It is not clear why there are ongoing issues
with Metering Data Providers sending correct
data to retailers, given that this is required of

The Service Level Procedures set out the timeframes within which a Metering
Data Provider is required to read a meter. The Metrology Procedure: Part B
clearly sets out a number of circumstances in which a Metering Data Provider

stage p.4) them under AEMO's procedures. If there are | may make a substitution, including where the meter has failed, where the data
anomalies or unclear expectations within is erroneous or where the data cannot be obtained. Where a substitution is
AEMO's procedures, these need to be made, the Metrology Procedure: Part B requires a Metering Data Provider to
reviewed and amended. replace it with actual metering data if and when it becomes available.

EWOSA (consultation | An alternative to Ergon's rule change request | This issue is out of the scope of this rule change process.

paper stage p.2)

could be to make a rule designed to improve
information sharing between retailers and
Metering Data Providers, so that the timing of
meter reads and the timing of issuing bills
could be better coordinated. This would be a
relatively simple and cost effective way of
reducing the issues associated with meter
reads and estimated bills and could be
investigated as part of the Updating the
Electricity B2B Framework rule change
process.

The Updating the Electricity B2B Framework rule change is considering
changes to the Information Exchange Committee (IEC), which makes
recommendations to AEMO about the content, format, delivery and timing of
business-to-business (B2B) procedures. Only the IEC can make
recommendations in relation to B2B procedures. As such, the Commission
does not consider it appropriate as part of making a rule on Updating the
Electricity B2B Framework to predetermine what the IEC should recommend in
relation to the B2B procedures.

PIAC (draft
determination stage,

p.4)

The AEMC should extend the application of
rule 24 of the NERR to small customers on
market retail contracts.

The frequency of billing under market offers is defined in the terms and
conditions for market retail contracts. Setting a mandatory billing frequency for
small customers on market offers is beyond the scope of this rule change
request since the issue identified by Ergon clearly only relates to standard
retail contracts.

Queensland
Consumers
Association (draft
determination stage,

p.1)

The three monthly requirement to issue bills
should be maintained, but it should only be
regarded as a breach if a bill is delayed by
more than 100 days.

Enforcement of rule 24 is the responsibility of the AER. It is unclear, however,
how this proposed solution could be implemented in practice. The practical
effect of this proposed approach would be the same as the final rule, but with a
more complex enforcement regime.
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Stakeholder

Issue

AEMC response

Red Energy and Lumo
(consultation paper
stage p.3)

Strongly oppose any requirement for a
retailer to accept a customer's own read of
their meter as a means of avoiding an
estimated bill. The vast majority of customers
will not engage in this process, resulting in
substantially the same outcomes as if no
change to the NERR were made.

The Commission does not consider it appropriate to include in the NERR a
rule that would require a retailer to accept a customer's read of their meter.
Providing customers with an opportunity to report their own meter read is a
matter for the competitive strategy of a retailer.

However, if there are access issues to a customer's meter and/or a customer
complains about the use of an estimate to generate their bill, enabling a
customer to provide their meter read could be an effective solution to these
issues. Where a customer is engaged enough to complain about the use of an
estimated bill, it is likely that they are engaged enough to report a meter read.

Simply Energy
(consultation paper
stage p.1)

A potential solution to address the difficulties
that retailers have with generating an
estimate is to require a Metering Data
Provider to provide an estimate for an
accumulation meter on the scheduled read
date if they are unable to provide an actual
read. Metering Data Providers should be able
to more accurately estimate a meter read
than retailers.

See response to ENA above.

Simply Energy
(consultation paper
stage p.4)

In reading and reporting their own meter,
customers may make errors which make their
read inaccurate and not able to be relied on
for billing.

Some customers may make an error in reading their own meter. If retailers
accept a customer's meter read, they should have appropriate validation
processes in place to check that the read can be relied on for billing.

However, as noted in response to Red Energy and Lumao's submission above,
if a customer has a complaint about an estimated bill, an effective way to
resolve this issue could be to accept that customer's meter read.

Summary of issues raised in submissions
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Stakeholder

Issue

AEMC response

TasCOSS
(consultation paper
stage p.2)

The proposed rule will not guarantee that
meters will be read within an extended four
month billing cycle and that bills based on
actual consumption will be issued. It simply
providers the Metering Data Provider with an
additional month in which to make its 'best
endeavours' to read the meter.

Agreed.

The final rule recognises that it is not possible to guarantee that a meter will be
read within a specific timeframe. As outlined in section 3.2, there are a number
of reasons why a Metering Data Provider may not be able to obtain a meter
read. This will not change whether the billing cycle is three or four months.

The final rule maintains the frequency of the billing cycle for the vast majority
of customers. However, it does provide retailers with a small number of extra
days in which to receive delayed metering data, if that data is not provided on
the meter read date.

TasCOSS (draft
determination stage,

p.2)

If the rule is made, retailers should be
required to report to the AER on the
proportion of bills sent within 92 days and
within 100 days.

Reporting and enforcing is the responsibility of the AER.
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B Legal requirements under the NERL

This appendix sets out the relevant legal requirements under the NERL for the AEMC
to make this final rule determination.

B.1 Final rule determination

In accordance with section 259 of the NERL the Commission has made this final rule
determination in relation to the rule proposed by Ergon Energy Queensland. In
accordance with section 261 and section 244 of the NERL, the Commission has
determined to make a more preferable final rule.

The Commission’s reasons for making this final rule determination are set out in
section 2.3.

A copy of the more preferable final rule is attached to and published with this final
rule determination. Its key features are described in section 2.3 and section 4.4.

B.2 Power to make the rule

The Commission is satisfied that the more preferable final rule falls within the subject
matter about which the Commission may make rules. The more preferable final rule
falls within section 237 of the NERL as it relates to "provision of energy services to
customers, including customer retail services and customer connection services" and
the "activities of persons involved in the sale and supply of energy to customers".162

B.3 Power to make a more preferable rule

Under section 244 of the NERL, the Commission may make a rule that is different
(including materially different) from a market initiated proposed rule if the
Commission is satisfied that, having regard to the issue or issues that were raised by
market initiated proposed rule (to which the more preferable rule relates), the more
preferable rule will, or is likely to, better contribute to the achievement of the NERO.

As discussed in Chapter 2, the Commission has determined to make a more preferable
final rule. The reasons for the Commission’s decision are set out in section 2.3.

B.4 Commission's considerations

In assessing the rule change request the Commission considered:

. the Commission’s powers under the NERL to make the rule;

162 gection 237(1)(a) of the NERL.
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B.5

the rule change request;

the fact that there is no relevant Ministerial Council on Energy (MCE) Statement
of Policy Principles;163

submissions received during first and second round consultation;

the Commission’s analysis as to the ways in which the proposed rule will or is
likely to, contribute to the NERO; and

the extent to which the proposed rule is compatible with the development and
application of consumer protections.

Civil penalties

The Commission’s final more preferable rule amends rule 24(1) of the NERR. This rule
is currently classified as a civil penalty provision under Schedule 1 of the National
Energy Retail Regulations.

The Commission considers that rule 24(1) should continue to be classified as a civil
penalty provision and therefore does not propose to recommend any change to its
classification to the COAG Energy Council.

163

Under section 236 of the NERL the AEMC must have regard to any relevant MCE statement of
policy principles in making a rule. The MCE is referenced in the AEMC's governing legislation and
is a legally enduring body comprising the Federal, State and Territory Ministers responsible for
Energy. On 1 July 2011 the MCE was amalgamated with the Ministerial Council on Mineral and
Petroleum Resources. The amalgamated Council is now called the COAG Energy Council.
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