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AEMC Public Forum  

19 May 2014 

Retailer price variations in market 

retail contracts 
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Welcome and introduction 

• A word from the AEMC Chairman 

• Objective of the forum and assessment framework 

• Overview of stakeholder submissions 
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Objective of the forum and 
assessment framework 

Chris Spangaro 

SENIOR DIRECTOR 

AUSTRALIAN ENERGY MARKET COMMISSION 

AEMC public forum 
19 May 2014 



Objective of the forum 

• To discuss proposed change to the National Energy Retail Rules to 

prohibit retailers from varying prices under fixed term and fixed 

benefit period market contracts 
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Session 1: 

Is there a 
problem that 
requires a 
regulatory 
response? 

Session 2:  

What is the 
appropriate 
response to 

any problems 
identified? 
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The Commission’s legal test 

 

 

 

 

 

 

National Energy Retail 

Objective assessment 

Consumer protections 

assessment 

Focuses on the long term 

interests of consumers 

• efficient investment, 

operation and use of 

energy services 

Compatibility with the 

application and 

development of consumer 

protections 

The Commission’s rule making test has two parts 



The Commission’s assessment framework 

• Our assessment framework focuses on the following key issues: 
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Allocation of costs and risks between retailers and consumers 

 

Consumer participation and engagement  

 

Impact on competition between retailers, including on product 

diversity and consumer choice 

 

Consumer protection issues, including interaction with the 

Australian Consumer Law and other consumer protections 

 



The Commission’s rule making options 

 

 

 

 

The Commission may make a more preferable rule if it is satisfied 

the more preferable rule will or is likely to better contribute to the 

National Energy Retail Objective. 
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Commission’s 

rule making 

options 

make the rule as proposed 

make no rule 

make a more preferable rule 
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Summary of submissions  

Sarah Lau 

SENIOR ADVISER 

AUSTRALIAN ENERGY MARKET COMMISSION 

AEMC public forum 
19 May 2014 
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Submissions received 

• 36 stakeholders 

provided 

submissions 

• 9 emails from 

consumers and 

1,115 petition 

responses also 

received via CALC 

website 

 



Q.  Is there a problem in the retail energy markets 

that requires a regulatory response? 
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Agree     Disagree 

ERAA 

Simply Energy 

Red Energy 

Alinta Energy 

Lumo Energy 

Ergon 

Momentum 

Origin 

 

AGL 

EA 

ENA  

United Energy & 

Multinet Gas 
 

AER 

SA Dept 

VIC Dept 

EWOV 

EWOSA  

Business SA 

 

 

  

CALC/CUAC  

National Seniors 

UnitingCare Australia  

UnitingCare Wesley Bowden 

Ethnic Communities Council  

COTA 

MEU 

Consumers SA 

QCOSS  

TasCOSS 

SACOSS 

NCOSS 

Qld Independent Legal Services 

4 individuals  

PIAC 



Q. Should the proposed rule be made? 
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ERAA 

Simply Energy 

Red Energy 

Alinta Energy 

Lumo Energy 

Ergon 

Momentum 

Origin 

AGL 

EA 

ENA  

United Energy & 

Multinet Gas 

 

 

 

 

AER 

SA Dept 

VIC Dept 

EWOSA  

Business SA 

 

 

  

CALC/CUAC  

National Seniors 

UnitingCare Australia 

UnitingCare Wesley Bowden 

Ethnic Communities Council  

COTA 

MEU 

Consumers SA 

QCOSS  

TasCOSS 

SACOSS 

NCOSS 

Qld Independent Legal Services 

4 individuals  

 

Agree     Disagree 
 

Agree     Disagree 

PIAC 

 



Views on alternative solutions 

Support Against 

Limited pass-

throughs 

CALC/CUAC (2nd preference) AER, EA, ERAA, Origin, Alinta 

Energy, UnitingCare Australia 

Clarify application of 

Australian 

Consumer Law 

CALC/CUAC (3rd preference), 

SACOSS, TasCOSS 

MEU, EA, AER, ERAA, Lumo, 

Origin, Alinta Energy 

No exit fees after 

price rise 

 

UnitingCare Wesley Bowden, 

PIAC, National Seniors, 

Consumers SA 

ERAA 

Better information/ 

notification of price 

changes 

 

AER, Simply Energy, SA Govt, 

EWOSA, Business SA, AGL, 

EA, National Seniors, PIAC, 

ENA, United Energy & 

Multinet Gas, Vic Govt 

Origin, ERAA, Momentum 
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Session 1 

Is there a problem that requires a 

regulatory response? 

 



Problems with contracts and 
competition in the energy market 
 

AEMC Forum on Retail Rule Change 
Gerard Brody 

Chief Executive Officer 

19 May 2014 

 
Images: Shutterstock 

 



Effective and fair competition 



Choice paralysis 



How to make competition work 



Retailer price variations in market retail contracts 

public forum 

19 May 2014 

 

 



The proposed rule change is not in the long term interests of 

consumers as it is likely to result in reduced choice and higher 

costs for consumers.   
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Key Tests: 

• that the new rule will or is likely to promote the long-term interests of consumers as 

required under the National Energy Retail Objective (NERO); and  

 

• where relevant, that the new rule is compatible with the application and 

development of consumer protections for small customers, including hardship 

customers (the consumer protections test).  

 

 

 

 

 
• Allocation of costs and risks.  

• Consumer participation and engagement.  

• Competition between retailers.  

• Consumer protection issues.  

Key Issues 
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Cost Components of Qld 
 Residential Tariff 

Government Policy

Regulated Networks

Competitive Markets

Retailers are exposed to significant variations in network and 

Government policy costs that are beyond their control and 

ability to forecast. 
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Efficient Allocation of Risks 

It is not efficient for retailers to manage and price risks they 

can not control and have limited ability to forecast. 

18% increase  

due to Network  

and Policy related  

costs  

Source: Origin Analysis, Final Determinations Regulated Retail Electricity Prices 

2012-13 and 2013-14, QCA assumes 6MWh pa customer 

62%  

of Tariff 

Source: AEMC Consultation Paper, Feb 2014 



Consumers are selecting products with a lower but variable 

price over those with a higher, fixed price. 
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Consumer Participation & Engagement • Consumers are choosing a greater 

discount in return for an energy 

rate that may vary. 

• Retailers are obliged to explain 

how prices under the agreement 

may change over time.  

• Repeated customer selection of 

energy plans where the price may 

vary indicate that consumers 

understand and prefer this option. 

• Customer churn rates suggest 

search costs/exit fees are not a 

barrier to switching. 

• The AEMC’s recent customer 

survey indicates only 2% of 

electricity and no gas customers 

dissatisfied due to price rises. 

 



The proposed rule would have a negative impact on 

competition and may favour incumbents over new entrants.  
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Competition Among Retailers 

• Price risk is likely to be more difficult for small or new entrant retailers than larger 

retailers with a greater capacity to absorb under and over recovery of costs. 

 

• The proposed rule will stifle innovation, particularly in relation to longer term 

arrangements e.g.  

• the development of longer term supply arrangements incorporating solar PV/storage PPA’s would be 

at risk. 

• Services that incorporate the provision of a Smart meter 

 

• The likely outcome is shorter term contracts – increasing search/transaction costs for 

consumers. 

 

• If products are fixed price with lower discounts then there is likely to be lower customer 

engagement, switching and competition. 



Sufficient protections are in place to protect consumers... 
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Consumer Protection Issues 

• Under the NERR retailers must: 

• clearly inform customers how prices may be varied 

• obtain explicit informed consent (EIC)  

 

• The misleading and deceptive conduct provisions of the ACL should be relied on to 

effectively address the issues raised by the proponents  

 

• Both the NERR and the ACL are clear in their drafting and are not inconsistent with each 

other. Therefore they can be interpreted appropriately.  

 

• Amending the NERR risks introducing inconsistency with the ACL.  

 

 

…the rule change may create further complexity. 



The market is continuing to respond to customer demands for 

greater clarity and communication preferences. 
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Market Developments 

• Major retailers ceased door knocking. 

 

• Origin ceased cold calling and does not apply exit fees. 

 

• Online portal provide bill prediction and other detailed 

information for Victorian customers with Smart Meters  

and elsewhere provides energy cost simulation. 

 

• EnergyMadeEasy web site offers energy plan comparison. 

 

• My Power Planner website (Vic) includes detailed 

comparisons based on customer behaviour. 

Consumer expectations and competitive pressure will 

continue to drive better customer outcomes than imposing 

restrictive product regulation. 



Retailer Price Variations in 

Market Retail Contracts Rule 

change proposal 

Vince Duffy 
Executive Director, Energy Markets and Programs 

 

May 2014 

 

www.dmitre.sa.gov.au 



Objectives for retail pricing  

 

– COMPETITION 

– CUSTOMER CHOICE 

– EASY COMPARISON 

– CLEAR INFORMATION & 

TRANSPARENCY 

– NO MISLEADING STATEMENTS 



Competition 

• Deregulated retail 

energy prices 

• Active retailers - 14 

electricity and 4 gas 

• Approximate 

generally available 

offers - 59 electricity 

and 16 gas  

Electricity Small 
Customer Share (Q2 

13/14) 

AGL

Energy
Australia

Origin

Other



Customer Choice 

$0
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• Variable and Fixed Priced Offers 
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Customer Choice 

• Exit Fee Free Offers: 



Customer Choice 

20% 

pay on 

time 

discount 

 

Savings of up to 

40% off 

products  

$70 voucher 

for smarter 

appliances 
$100 

rebate 

off first 

bill 
Velocity 

Points 

$100 gift card 

• Other Customer Benefits Offered: 



Ease of Comparison 



Information & Transparency 



No Misleading Statements 



Department for Manufacturing,  
Innovation, Trade, Resources and Energy 

Thank you 
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Session 1 – Open discussion 

 

Is there a problem that requires a 

regulatory response? 

Is there a problem that requires a 

regulatory response? 
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Session 2 

What is the appropriate regulatory 

response to any problems identified? 



AEMC Forum on Retail Rule Change, 19 May 2014, Melbourne 

Fixing Fixed Term Contracts:  

the consumer solution 

Jo Benvenuti 
Executive Officer 

Consumer Utilities Advocacy 

Centre 



AEMC Forum on Retail Rule Change, 19 May 2014, Melbourne 

The CALC/CUAC Solution 

 

 

• Rule 46A: for the duration of a fixed term 

contract, the tariffs and charges the 

customer pays are fixed, and do not 

change. 



AEMC Forum on Retail Rule Change, 19 May 2014, Melbourne 

Benefits 

• More efficient risk allocation 

• Recognising community expectations 

• Increased consumer trust and confidence 

• Recognises limitations of consumers in a 

complex market 

• Addresses risk to effective competition 

• In the long-term interest of consumers 



AEMC Forum on Retail Rule Change, 19 May 2014, Melbourne 

Counterarguments 

• Our solution will not ban variable/flexible 

price contracts 

• Our solution will not make prices rise 

faster 

• Information alone is not sufficient 



AEMC Forum on Retail Rule Change, 19 May 2014, Melbourne 

The start, and the end 

CUAC (2012) Fixing up fixed term contracts for energy customers 



National Energy Retail 

Amendment 

 

AEMC Public Forum  
19 May 2014  

 

Ramy Soussou 

Deputy CEO 
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About the Energy Retailers Association 
  

• Peak body representing electricity and gas retailers in the 

national energy markets  

• Members are mostly privately owned and vary in size 

• Members are large, medium and niche retailers 

• National coverage including WA 

• Members have more than 10 million customers –  

more than 3 million gas customers 

• Most provide electricity and gas  
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Impacts on Consumers and Energy 

Retailers of Proposed Rule Change  

The ERAA does not support the proposed rule changes for the following 
reasons: 

 

• Reduces consumers’ choice of products 

• Impedes innovation in product development and may reduce 
competition.   

• Increases and also introduces additional and unnecessary risk for 
retailers  

• Risk premiums likely to be built into consumer energy prices 

• May lead to unintended consequences related to retail prices that 
impact negatively on consumers. 

 

Lastly, the benefits of the proposed rule change have to date not been  

substantiated by evidence and therefore the NERO test has 

not been met. The proposed rule change is a disproportionate response to 
an un-demonstrated perception of market failure.  
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Scope of Products Impacted is Wide   

A range of products are captured by the proposed changes:  

 

1. Fixed term, variable price contracts – products where the term of 
the contract is fixed with some/all of the price components being 
variable 

2. Fixed term, fixed price contracts – products where the price is fixed 
over the term of the contract. 

3. Fixed term contracts that have no exit fees – customers free to 
switch at any time at no cost. 

4. Fixed benefit period contracts – benefits (such as a discount) apply 
during a specified period; price may or may not be fixed.  

5. Tailored products – Vary in length and consumer benefit and 
discounts could apply based on certain conditions (E.g. Direct Debit) 

 

Therefore the scope of the proposed changes are far wider  

than potentially anticipated and may limit consumer choice 
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Significant Consumer Protections  

Already Exist  

Consumers entering retail energy market contracts receive significant 

protections:  

 

 ACL and requirement for informed consent 

 Unfair contract term provisions 

 NERR – Rule 64 (1) 

 10 Day cooling off periods 

 Only 2% of electricity customer dissatisfied after switching due to 

price rise (AEMC) 

 ACCC remains active in enforcing ACL where potential breaches 

have occurred.   
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“Variable Retail Component” of a Residential 

Electricity Bill is Small 

 

 
Premiums are required to 

manage the risk of inability to 

recover costs not within retailer’s 

control, therefore:   

• Higher prices for consumers 

as risk premiums built into 

price 

• Innovation is reduced and 

consumers are impacted by a 

reduction in variety of offers 

(e.g. contracts with shorter 

periods) 

 Source: AER State of the Energy Market 2012  



Evaluation of AEMC Alternatives Proposed 

48 

Alternative Allocation of costs & 

risks 

Consumer 

engagement & 

participation 

Range of products & 

services 

Prescriptive list Increased costs and 

risk 

Consumer confusion 

and increased 

transactional costs 

Impede innovation 

and difficult to 

administer 

Limiting amount time 

to switch 

Increased costs and 

risk 

Increase consumer 

transactional costs  

Will impact on price  

More information on 

price variations in 

specified retail 

contracts 

Increase retail 

transactional costs 

considering 

information already 

disclosed 

Consistency and 

simplicity of 

information essential  

No impact  

The ERAA has evaluated the alternatives proposed:  

In conclusion, the ERAA does not believe that the proposed changes  

promote the long term interests of consumers, rather they will have 

detrimental impacts.    



 
Further information: 

 

www.eraa.com.au 
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Unilateral Price Variations in 
Market Retail Contracts 

 

Andrew Reeves, Chair 
 



Today’s forum 

GOAL: Informed, confident consumers who can 

participate in and are well served by the retail 

energy market 

 

ISSUES: Market complexity (pricing, jargon and 

range of offers) can result in customer confusion 

and lower levels of participation and engagement 

 

What is the best way to address these issues? 

 



Proposed retail rule change 

variable price contracts Prohibition on fixed term  



Energy Price Fact Sheets 



Energy Made Easy – improvements 



What would assist customers? 

Advance 

notice on price 

changes, 

separate to bill 

Prohibit fixed 

term, variable 

price 

contracts? 

Leave fixed 

term contracts 

without exit fee 

on notice of 

price changes 

Better information on EPFS: 
• Your price won’t change 

before… 

• How we will tell you about 

price changes… 

More 

standardised 

layout and 

language on 

EPFS 

More user-

friendly 

Energy Made 

Easy 

Less regulation …………………………………..More regulation 
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Session 2 – Open discussion 

 

Is there a problem that requires a 

regulatory response? 

What is the appropriate regulatory 

response to any problems identified? 
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Concluding remarks 

• Next steps for the rule change request 

• Thanks from the AEMC for your participation 

 


