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Executive summary

A lack of transparency, which becomes more evident when price changes are
announced, is resulting in reduced consumer engagement and reduced confidence in
the market. As a result the Authority is seeking feedback on options for improving
transparency at these key times.

The proposal is to require retailers to provide information to consumers about any
price changes in a standard form, so that the nature and reasons for these changes
are clearly presented. The proposal is also to require retailers to consult with
distributors, and distributors to consult with retailers, about any media releases each
party proposes to issue relating to changes to consumers’ charges in the distributor’s
area.

The primary objective of the proposal is to promote retail competition by:

(@) providing better information about the drivers of price changes — better
information increases consumer engagement and will drive firms to deliver
what consumers want

(b)  promoting accountability across the supply chain by requiring better
explanations of the drivers of price changes — this will increase consumers’
confidence and engagement in the retail market, which will also drive firms to
deliver what consumers want.

A secondary objective is to promote operational efficiency. The proposal would be
expected to do this by reducing the transaction costs for consumers of making
energy-related investment decisions. Better information about the drivers of energy
and network price changes will assist consumers make decisions about when it is
economically efficient to use demand-management technologies or to substitute
alternative energy sources such as gas, wood or solar.

Other approaches discussed in this paper are:

1. leave it to market forces to incentivise the development of improved
transparency in response to consumer wants

2. require retailers and distributors to issue separate bills to consumers

3. require retailers to separately itemise transmission and distribution costs on
consumers’ bills

4.  for the Authority to publish an annual report on current and future price trends

5.  require distributors to directly notify every customer on their networks of any
price adjustments in distribution (including transmission pass through) charges

6. require retailers and distributors to agree on the reasons for price changes
before letters are sent to consumers advising them of those reasons.
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Glossary of abbreviations and terms

Act
AEMC
AER
Authority
Code
ENA
GST
GXP
ICP
PV
RAG
TLC
UMR
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Electricity Industry Act 2010
Australian Energy Market Commission
Australian Energy Regulator
Electricity Authority

Electricity Industry Participation Code 2010
Electricity Networks Association
Goods and Services Tax

Grid exit point

Installation control point

Photo voltaic

Retail Advisory Group

The Lines Company

UMR Research
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What you need to know to make a submission

What this consultation paper is about

Focus of this consultation is the proposal to improve transparency of
consumers’ electricity charges

The Electricity Authority (Authority) asked the Retail Advisory Group
(RAG) to review whether there should be more transparency around
consumers’ electricity charges. The RAG was asked to identify and
recommend alternatives that promote competition by ensuring consumers
have timely access to sufficient information so they can understand their
bills, see what is driving price changes and make choices about their

The RAG made its recommendations to the Authority on 28 March 2014.*
This paper includes the Authority’s response to the RAG's

The purpose of this paper is to consult with participants and persons that
the Authority thinks are representative of the interests of persons likely to
be affected by the Authority’s proposal to improve transparency of
consumers’ electricity charges.

Section 39(1)(c) of the Electricity Industry Act 2010 (Act) requires the
Authority to consult on any proposed amendment to the Electricity Industry
Participation Code 2010 (Code) and the regulatory statement. Section
39(2) provides that the regulatory statement must include a statement of
the objectives of the proposed amendment, an evaluation of the costs and
benefits of the proposed amendment, and an evaluation of alternative
means of achieving the objectives of the proposed amendment. The
regulatory statement is set out in section 5.6 of this paper.

The proposed Code amendment is attached as Appendix C. The Authority
invites submissions on the proposal for improving transparency and the
associated regulatory statement and proposed Code amendment,
including drafting comments.

The RAG’s recommendations can be found at: https://www.ea.govt.nz/development/advisory-technical-

1.
1.1
111
retailer.
1.1.2
recommendations.
Purpose of this paper
1.1.3
1.1.4
1.1.5
1
groups/rag/final-report-recomendations/.
861544-9
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1.2
1.2.1

1.2.2

1.2.3

1.3

13.1

1.3.2

How to make a submission

Your submission is likely to be made available to the general public on the
Authority’s website. If necessary, please indicate any documents attached,
in support of your submission and any information that is provided to the
Authority on a confidential basis. However, you should be aware that all
information provided to the Authority is subject to the Official Information
Act 1982.

The Authority’s preference is to receive submissions in electronic format
(Microsoft Word) in the format shown in Appendix A. Submissions in
electronic form should be emailed to submissions@ea.govt.nz with
“Consultation Paper—Improving transparency of consumers' electricity
charges” in the subject line.

Do not send hard copies of submissions to the Authority unless it is not
possible to do so electronically. If you cannot or do not wish to send your
submission electronically, you should post one hard copy of the
submission to either of the addresses provided below or you can fax it to
04 460 8879. You can call 04 460 8860 if you have any questions.

Postal address Physical address

Submissions Submissions

Electricity Authority Electricity Authority

PO Box 10041 Level 7, ASB Bank Tower

Wellington 6143 2 Hunter Street
Wellington

Deadline for receiving a submission

Submissions should be received by 5pm on Friday 26 September 2014.
Please note that late submissions are unlikely to be considered.

The Authority will acknowledge receipt of all submissions electronically.
Please contact the Submissions’ Administrator if you do not receive
electronic acknowledgement of your submission within two business days.

24 June 2014 1.10 p.m. 20f91 861544-9
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The Electricity Commission and the RAG have
consulted previously on improving transparency of
consumers’ electricity charges

This is the latest in a series of consultations on improving transparency of
consumers’ electricity charges. Previous consultations include:?

(&) Electricity Commission consultation paper: Transparency of charge
components — 12 November 2009

(b) RAG discussion paper: Improving transparency of consumers’
electricity charges — 9 July 2013.

RAG meeting papers on improving transparency of consumers’ electricity
charges are also available on the Authority’s website.>

For more detail on the background of the improving transparency project,
see Appendix B.

2

Both consultations can be found on the Authority’s website at: http://www.ea.govt.nz/development/work-

programme/retail/improving-transparency-charges/consultations/.

3

http://www.ea.govt.nz/development/work-programme/retail/improving-transparency-charges/advisory-group/.
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The role of transparency

What is transparency?

In the context of this paper, ‘transparency’ is what is available for the
consumer to see and understand about the service they are consuming or
desiring, the prices available to them and their charges. For electricity,
transparency primarily relates to whether consumers have timely access to
sufficient information for them to understand their bills, see what is driving
price changes, make choices about their retailers, and promote
accountability across the electricity supply chain.

Hence, transparency is about a consumer having sufficient information
about the performance of electricity suppliers to make better electricity-
related decisions (ie, take actions). Better decision-making by consumers
is expected to have on-going dynamic competitive benefits and improve
accountability of industry participants, especially retailers and distributors.
Enhanced competition and improved accountability can be expected to
contribute to increased credibility and confidence in the market.

The role of transparency in promoting competition

Markets work better when consumers engage effectively with suppliers.
Confident consumers enhance competition by making well-informed and
well-reasoned decisions which reward those suppliers which best satisfy
their needs. This creates competition between suppliers to deliver services
and products efficiently and innovatively to meet consumers’ needs.

When this process works well a virtuous cycle is created between
consumers and competition. Active and confident consumers and vigorous
competition work together in tandem to deliver long-term benefits to
consumers.

Accurate information is a precondition for an efficient and competitive
market because it enables consumers to choose the best retailer for their
needs and to understand when it is economic to use demand-
management technologies or to substitute alternative energy sources such
as gas, wood or solar. If consumers do not have the information they need
to engage effectively in the buying process, then firms may find it harder to
win market share by providing what consumers most want. This will, in
turn, reduce the incentive for firms to work towards that end, competition
will be weakened, and the market will deliver less consumer benefit.
Innovation may be dampened, as firms can only gain from innovation if

50f91 24 June 2014 1.10 p.m.
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2.2.4

2.2.5

they can get their products to market and consumers are active and willing
to adopt these new, higher value products.

For consumers to engage effectively, they need to:

(@) have access to information about the various offers available in the
market

(b) assess these offers

(c) acton this information and analysis by purchasing the good or
service that offers the best value to them.

When any of these three elements of the consumer decision-making
process breaks down, it will lead to reduced consumer engagement and
impeded competition.

Q1.

Do you agree with the Authority’s view of the role of transparency in
promoting competition? Please explain your answer.

2.3

231

2.3.2

2.3.3

Enabling consumers to make better choices about
their retailers

Drivers of consumer switching behaviour

Consumer choice is a key element of competition. However, to realise the
gains from competition, consumers need to be engaged, that is, to
exercise this choice and make active decisions when there are benefits
available (whether savings from switching retailer or from obtaining more
valued service levels).

As illustrated in Figure 1, below, a range of factors influence generic
consumer decisions when engaging with retailers. These are not specific
to electricity, but apply generally.

The figure shows the four stages of a consumer’s decision-making
process and links those stages with factors, including information, which
may influence their thinking at that stage.

24 June 2014 1.10 p.m. 6 of 91 861544-9
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Figure 1: Factors influencing consumer decision-making
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2.3.4 The factors in Figure 1 that influence consumer decisions about their
electricity retailer can be further described as follows:

(@) consumer characteristics — these are consumer-specific factors
such as household energy usage, income and education. These
factors influence the consumer’s awareness of the opportunity to
pursue savings (by switching or making alternative energy-related
investment and usage decisions)

(b) general information about switching — the availability and
accessibility of information on the ability to switch and on the

861544-9 7 0of 91 24 June 2014 1.10 p.m.
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(©)

(d)

potential gains from doing so is likely to be an important factor in a
switching decision. The focus of the Authority’s What's My Number
campaign in its first three years of operation was on increasing
general awareness about the ease of switching and the savings
available from switching

information search costs — the availability of information that
enables a consumer to understand whether they are on the right plan
for them (taking into account price, service levels etc) is likely to be
an important factor in a consumer’s switching decision. The time and
effort required to obtain and understand information about the
potential savings specific to the consumer, and make comparisons
across retailers, will influence the switching decision. In relation to
transparency of consumers’ electricity charges, a relevant factor is
whether retailers provide price information (including changes) in a
way that minimises search costs. For example:

(i) is the information easy to understand, or does it contribute to
potential confusion about prices?

(i) are the reasons for price changes explained clearly and
consistently? For example, do changes in the regulated portion
(transmission and distribution) of the electricity bill obscure
competitive improvements in the energy portion of the bill?

(i) do retailers use rapidly developing technology to communicate
with consumers about their electricity usage and costs?

The costs of searching for information could be influenced by:

(i)  whether terminology about prices is consistent (presentation of
GST, discounts and so on)

(i) aconsumer’s understanding of what tariff options are available
to them (such as controlled, uncontrolled, night/day)

(i) a consumer’s understanding of what tariff offer is best given
their consumption profile

the cost of switching — a consumer’s motivation to obtain the
savings that are available will be influenced by the cost of switching
(actual or perceived). One consumer may consider that five minutes
is too long (too costly) to make a switch. Another consumer may
perceive the process as confusing or complex. The Authority’s
What’'s My Number campaign has focused on telling consumers that
switching is easy, and has relied on the Consumer NZ Powerswitch
comparison tool that reduces the effort required for comparing and
choosing a retailer

24 June 2014 1.10 p.m. 8 of 91 861544-9
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(e) the benefits from switching — consumers need to consider that the
guantum of savings will make switching worthwhile and any other
benefits such as other product offerings and service quality. This
factor is probably more affected by an individual consumer’s
assessment of the cost of switching versus the savings available,
and is less influenced by the availability of information about charges

() other factors — such as consumers’ attitudes towards their current
retailer and alternate suppliers, and the degree of trust in the
information provided. These factors are probably affected by
consumers’ perceptions of the providers of the information.

Firms may have incentives to increase search costs

2.3.5 There is economic literature that indicates firms may have an incentive to
increase search or switching costs for consumers in the following ways:

(@) accessing information. Firms can make it more difficult for
consumers to perform optimal searches.? For example, research
suggests that consumers do not tend to look at pricing terms that are
not provided upfront.® Firms may exploit this by putting more of the
price into add-on services; restructuring their tariffs,® adding clauses
within the terms and conditions; or making price searching harder (for
example, by “drip pricing”—only revealing the true price after the
customer has spent some time choosing)’

For example, S. DellaVigna and U. Malmendier, (2006), ‘Paying not to go to the gym’, Amer. Econ. Rev, 96(3),
694-719, using data from three US health clubs find that consumers frequently choose contracts that appear
sub-optimal given their attendance frequency. Members who choose a contract with a flat monthly fee pay a
price per expected visit of more than $17, even though they could pay $10 per visit using a 10-visit pass. They
suggest this could be driven by consumer overconfidence about gym attendance. S. Agarwal, J. C. Driscoll, X.
Gabaix and D. Laibson, (2008), Learning in the Credit Card Market, Working paper series, investigate learning
in the credit card market. They find that although consumers learn (through negative feedback), this hard-
earned knowledge does not fully persist (that is, knowledge depreciates).

®  See for example M. Grubb, (2009), Selling to Overconfident Consumers, Amer. Econ. Rev., 99(5), 1770-1807,
who analysed U.S. mobile phone data to investigate whether the three part tariffs seen within the U.S. mobile
phone industry were developed as a means of capturing consumers' overconfidence. He found this was the
most plausible of different explanations for the tariff structure. Grubb argued that the model could be
reinterpreted more widely to explain the use of flat rates and late fees in rental markets, and teaser rates on
loans.

See, for example, M. Eisenberg, (1995), The Limits of Cognition and the Limits of Contract, Stan. L. Rev.,
47(2), 211-59.

Several commentators have argued that the low-cost airlines are particularly effective in using drip pricing to
exploit the fact that consumers are more likely to buy the product after they have invested time in it, see, for
example, D. Milmo, (30 September 2009), Ryanair Scraps Airport Check-in Desks, Guardian, (See also G.
Ellison and S.F. Ellison, (March 2009), Search, Obfuscation, and Price Elasticities on the Internet,
Econometrica, 427-452, who argue that economists should think about firms' active incentives to obfuscate as
well as consumers' incentives to search.

861544-9 90f 91 24 June 2014 1.10 p.m.
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(b) assessing offers. Firms can make it more difficult for consumers to
assess the best deal.® Studies indicate that consumers have
difficulties comparing across differently structured offers and firms
may exploit this by obfuscating their prices or increasing choice or
complexity.® They may also use price promotions and framing to
distract and distort decision-making™®

(c) acting on information and analysis. Firms can make it more
difficult for consumers to act to get the best deals. Recent
developments in behavioural economics indicate that consumers
may display more inertia than traditionally suggested, perhaps due to
overconfidence in their capacity to improve things at a later time.**
Firms, knowing that consumers display this inertia, can increase
switching costs. They can also use defaults and automatic
enrolments, or use time limited offers to inhibit switching.

The availability of information affects consumer decisions about
comparing and switching retailers

2.3.6 The Authority’s 2013 survey of the impacts of the What's My Number

campaign found that 82% of consumers were aware they could switch
retailer, 73% believed it was worthwhile to do so, and 70% considered it
was easy to switch. However, the Authority has also estimated that

8

10

11

See for example, G. Wuebker and J. Baumgarten, Strategies against Price Wars in the Financial Service
Industry, Simon-Kucher and Partners.

For example, V.G. Morwitz, E.A. Greenleaf and E.J. Johnson, (1998), Divide and prosper: Consumers’
reactions to partitioned prices, J. Marketing Res., 35, 453-463, find that, when prices are presented in parts,
consumers' ability to recall the entire price for the good is diminished and demand is increased. This might
suggest that consumers may be anchoring to the first piece of information seen (generally the base price) and
then attributing less importance to later pieces of information (that is, surcharges or add-ons). Similarly, T.
Hossain and J. Morgan, (2005), Plus Shipping and Handling: Revenue (Non) Equivalence in Field Experiment
on eBay, Advances in Econ. Analysis & Pol’y, suggest that consumers treat the base price separately from the
handling fee in a natural field experiment they conducted using eBay auctions. The authors found that
charging a low reserve price compared to the retail price of the good and high shipping and handling costs
resulted in a higher total sales price than the reverse situation (low shipping and handling but high reserve
price). This result may also be driven by consumers ignoring or missing the additional costs, although there
are alternative behavioural explanations such as endowment bias.

For example, M. Baye, J. Morgan and P. Scholten, (2004), Price Dispersion in the Small and in the Large:
Evidence from an Internet Price Comparison Site, J. Indus. Econ., 52(4), 463-496, using a UK data set of
consumer click throughs from Kelkoo.co.uk for 2003 to 2004, found that even though Kelkoo does not order
results by price by default, a firm listed first on a search results page still benefited from 17.5 per cent higher
demand on average than when it was listed second. This is despite the ease with which the consumer can
usually reorder the results by lowest price. More generally, A. Tversky and D. Kahneman, (1981), The
Framing of Decisions and the Psychology of Choice, Sci., 211 (44810), 453- 458, show how psychological
principles govern the perception of decision problems and the evaluation of options.

For example, as well as finding consumers are overconfident about gym use, DellaVigna and Malmendier
(2006), suggest that consumers might overestimate their propensity to cancel automatically renewed
contracts.

24 June 2014 1.10 p.m. 10 of 91 861544-9
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consumers could collectively have saved $267 million if they had all
switched to the cheapest retailer in their region in 2013.

This raises the question of why consumers are not obtaining these savings
by exercising their ability to compare and switch retailers. Despite
awareness, it appears the motivation from the potential savings is
insufficient to prompt many customers to act.

This could be due in part to consumers choosing not to move to the
cheapest retailer in their region due to preference for contract terms and
conditions available on their current plan. For example, payment by credit
card, remaining on an open-term plan that can be terminated at any point
without financial penalty, or having access to a call centre for enquiries —
features that are often not available on the cheapest plan. Further,
consumers may not switch to the cheapest retailer because of other
factors such as the quality of a retailer’'s customer service.

There are a number of reasons why electricity is different from other
residential consumer goods and services and, therefore, why consumers
may benefit from more transparent pricing information:

(@) the electricity sector is regarded as complex. This may result in
uncertainty for consumers about whether they are getting a fair deal

(b) ex-post charging weakens the connection between consumers’
actions and their cost, meaning that consumers will often not have
timely, actionable information on how their use of household items
affects their consumption. In telecommunications a similar situation
can occur when consumers receive their phone bill and discover they
have incurred significant roaming charges. Telco providers seek to
mitigate the surprise of such charges by sending text alerts to
customers when they start roaming, which emphasises the
connection between their actions and the charges. In electricity,
smart metering, and the provision of smart metering data to
consumers can assist the linkage between consumption and
charging

(c) alarge proportion of a consumer’s bill is a charge for the lines
and transmission infrastructure, which is largely regulated and
varies in quantum and complexity between the 29 distributors across
New Zealand. The majority of the balance of the bill is a charge for
the energy they use, which is subject to a competitive market. The
drivers of price movement in these two components are different and
confusion exists among consumers about the sources of overall price
movements.

11 of 91 24 June 2014 1.10 p.m.
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2.3.10

2.3.11

2.3.12

On the other hand, developments in technology based on smart meter
data, which provide consumers with greatly improved granularity and
timeliness of usage information, now have the potential to provide
consumers with greater understanding and control over their electricity
usage. This trend is likely to increase as information about energy
management technology, ‘smart’ whitegoods, and appliance-specific
information, becomes more widely available.

But there are other aspects of electricity supply that probably contribute to
consumer inertia:

(@)

(b)

electricity is homogenous. The electricity ‘good’ does not differ by
supplier. Retailers must therefore compete on price and service
guality dimensions. This means potentially turning to additional
product offerings such as dual fuel or telecommunications services,
or additional offerings such as online consumption information, bill
smoothing, choose your payment date, and so on

service generally continues when no decision is made. Unlike
other consumer goods (for example petrol), there are few regular
transactions (only twelve per year, for most consumers) to prompt
comparison of retailers and purchase decisions. Decisions are made
in arrears, and are ‘low involvement’ on the part of the consumer.

In addition, retailer services and electricity supply continue when no
decision is made, provided customers pay their bills and unexpected
events (for example, storms) haven'’t interrupted supply. Decisions
about supplier are generally made when a consumer moves house.
Otherwise consumers (unless proactively approached with
marketing) must actively investigate alternative suppliers, perhaps
prompted by dissatisfaction with their current retailer (for example,
large price increases or an unexpectedly large bill).*? Price changes
themselves also provide a reason to compare and contrast existing
arrangements with alternatives.

These factors may serve to reinforce consumer inertia, and could point to
a particular role for improved transparency of pricing information for
consumers. There are not many times when a consumer thinks about their
electricity charges alongside their consumption. However, these
opportunities for a ‘moment of truth’ outside the normal billing cycle are
key times when the consumer seeks to have clarity and transparency
around consumption, pricing and value. Any confusion or lack of clarity at

12

Based on Anna Watson, Howard Viney and Patrick Schomaker (2002) ‘Consumer attitudes to utility products:

a consumer behaviour perspective’, Marketing Intelligence and Planning 20/7(2002): 393-404.
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these moments of truth may reduce confidence in the retail electricity
market to the long-term dis-benefit of consumers.

Improving consumers’ understanding of their bills

The issue of consumers being able to understand their bills refers to the
availability of static information, such as the clarity of bill lay-out, the
information on the bill and explanations of that information.

Research undertaken by UMR Research (UMR) for the Authority (on
behalf of the RAG) found a moderate level of concern amongst consumers
about the clarity of their power bills.*® Forty five per cent of survey
respondents expressed concern with how clearly information on electricity
charges was outlined in power bills. However, a large majority of survey
respondents were satisfied that bills from their power company were easy
to understand (78%) and contained all the information they needed (76%),
with 48% very satisfied that their bills were easy to understand and 44%
very satisfied that all the information they needed was there. Only 7% of
respondents were not satisfied with their power companies on these
matters.

The findings from the focus groups (which were undertaken as part of the
UMR research) helped explain this apparently mixed finding. While there
was some concern about the clarity of power bills, there was little appetite
for a more detailed bill as they were generally considered fit for purpose
and a more comprehensive bill was viewed as unnecessary. Focus group
participants only really wanted to know what the amount owing was, and
there was a sense that if they really wanted more clarity on power bill
charges they could find the information for themselves on the internet.

Focus group participants expressed views that even if power companies
provided more detailed information on charges, they were unsure how it
would benefit them. They viewed the charges that their retailer passed on
to them as something they were powerless to do anything about and
therefore saw no real value in being provided with more detailed
information.

13

UMR Research, February 2014, Report: Charge Transparency, available at,

http://www.ea.qgovt.nz/dmsdocument/17313.
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2.4.5

2.4.6

2.4.7

2.5

251

When asked how interested they would be in particular types of
information being included on their power bills, survey respondents
expressed stronger interest in information that had a more direct impact on
them (that is, was specific to them). The strongest interest was expressed
in the following options:

(a) the different rates offered by their retailer

(b) a graphic showing how their power usage compared to other similar
households

(c) the retail margin charged by their retailer.

With respect to comparing charges across retailers, 45% of survey
respondents thought it was easy to compare what power companies
charged for their services, while 27% thought it was not easy. Of the 27%
who thought it was not easy, reasons given were that they had different
plans and rates, followed by difficulty in understanding what they were
being charged, and a lack of transparent information.

The survey results contribute to the evidence base about the need for
greater transparency and the nature of any information gaps or
deficiencies. Submitters on the RAG’s 2013 Issues and Options paper
were divided on whether there was a gap in currently provided information,
and therefore whether there was a problem to be addressed.

Improving consumers’ understanding of the drivers
of price changes —improved accountability
between retailers and distributors

Approximately 29% of a consumer’s bill is a charge for the lines and
transmission infrastructure, which is largely regulated. The quantum and
structure of lines company charges vary across the 29 distributors.™
Furthermore, the differences between community owned and commercial
distributors (who are subject to the Commerce Commission’s
default/customised price-quality regulatory regime) introduces a further
layer of complexity. The potential for retailers to repackage lines charges
when operating under an interposed arrangement is yet another area of
potential complexity and ultimately confusion.® The majority of the

14

2014.
15

“Quarterly Survey of Domestic Electricity Prices”, Ministry of Business, Innovation & Employment, 15 February

There are two models for use-of-system arrangements — interposed and conveyance. Interposed

arrangements are where the retailer is interposed between the consumer and distributor. Conveyance
arrangements are where both the retailer and the distributor have a direct relationship with the consumer.
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balance of the bill is a charge for the energy the consumer uses, which is
subject to a competitive market.

2.5.2 The drivers of price movements in these two components are significantly
different and confusion exists among consumers about the makeup of the
process and the sources of overall price movements. In most cases, it is
the retailer who sends the bill to consumers and will, therefore, generally
get ‘blamed’ for any price increase, regardless of which component was
actually the cause and what the rationale is for the movement. Consumers
do not have a good understanding of the other, rather invisible, links in the
electricity supply chain.

253 The ‘blame game’ media coverage of recent price rises illustrates this
point. In March 2014 electricity retailers and distributors announced price
rises that coincided with the annual increase in regulated distribution and
transmission charges. These parties’ associated media releases
presented differing estimates of price increases, which in some cases led
to confusion.

25.4 As a result, the Authority decided to check'® the accuracy of retailers’ and
distributors’ statements. The Authority found the price adjustment letters
that retailers provided to consumers were accurate and transparent, but
the media statements by the various parties (retailers and distributors)
contained conflicting information about the sources and sizes of retail price
increases. The sources of the conflicting information were found to be:

(a) different methodologies used to make calculations

(b) calculations made on different subsets of consumers.

' The price check review report can be found at: https://www.ea.govt.nz/monitoring/enquiries-reviews-and-

investigations/2014/retail-price-check.
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3. Problem with the existing arrangements

3.1.1 Providing consumers with sufficient transparency about electricity charges
will facilitate the development of engaged consumers who will make better
decisions. This in turn stimulates competition to deliver innovation and
long-term benefits to consumers.

3.1.2 The UMR research provided some insight into the issues around
transparency, yet cannot be said to have identified a ‘smoking gun’.
However, consistent with the RAG's analysis, a perceived, or real, lack of
transparency in the communication of consumer pricing information is a
significant problem for the New Zealand retail electricity market.*’
Consumer advocates,'® generator-retailers*® and distributors® have
criticised this lack of transparency.

3.1.3 The apparent lack of transparency will have undoubtedly caused some
parties to lose confidence in the competitive retail electricity market, as
stakeholders’ claims and counter-claims grab headlines (see references
above). The $267m of savings that were available to consumers if they
had switched to their cheapest regional retailer in 2013 provides some
indication that:

(a) barriers to efficient operation of the retail market remain

(b) retail market information and price transparency issues are potential
candidates to explain this inefficiency.

3.14 The RAG presented a number of reasons/explanations as to why issues of
transparency and retail market information are problematic (refer
paragraph 2.3.9 above). While these issues have some currency within
electricity markets, there are clear parallels to other regulated markets,
and especially regulated utilities. The ‘special’ and ‘unique’ elements of the
electricity industry are becoming less evident. For example, retalil
electricity increasingly doesn’t seem that different from capped
fixed/mobile phone offerings which include:

(&) complexity: capped products (including to some international
locations)

(b) regulated and unregulated fees: unbundled local loop

(c) costs: ex-post recovery of costs

17 . , : ..
Where ‘consumers’ means mass market retail electricity consumers.

18 http://www.newstalkzb.co.nz/auckland/listen-on-demand/audio/cl-mollymelhuish10march14.

19 http://www.radionz.co.nz/news/political/238782/mps-told-power-bills-should-be-split.

2 See Appendix D.

24 June 2014 1.10 p.m. 16 of 91 861544-9


http://www.newstalkzb.co.nz/auckland/listen-on-demand/audio/cl-mollymelhuish10march14
http://www.radionz.co.nz/news/political/238782/mps-told-power-bills-should-be-split

3.1.5

3.1.6

3.1.7

3.1.8

3.1.9

Consultation Paper

(d) substitutes: few
(e) homogeneity and intangibility: data packets versus electrons

()  necessity: consumers increasingly see continuous supply of mobile
data as vital.

The evolution of telecommunication markets and associated customer
interactions in New Zealand provides a useful counterpoint to the evolution
of customer experiences in the retail electricity market. The ‘blame game’
illustrated in paragraph 2.5.3 is a symptom of a general lack of
transparency and a potential culture of confusion as was purported to be
the case in the telecommunications market up until the mid-2000s.

"What has every telco in the world done in the past? It's used confusion as
its chief marketing tool. And that's fine ... But at some level, whether they
consciously articulate or not, customers know that's what the game has
been. They know we're not being straight up." **

A recent Electricity Networks Association article (included as Appendix D)
implies that a culture of confusion may also exist in the electricity market.

Changes in technologies that use electricity (for example, electric cars)
and those that generate it (for example, solar photo voltaic (PV)) will
invariably mean that both retail and distribution/transmission providers will
need to consider and respond to changes in consumer preferences.

Concerns around transparency primarily present themselves at one of the
‘moments of truth’ described in paragraph 2.3.12, with the most obvious
being when a price is changed. Confusion created either intentionally or
unintentionally by participants at this time invariably leads to the start of a
‘blame game’ and has a corrosive effect on retail market confidence,
potentially undermining the sustainability of current market arrangements
for electricity. This in turn reduces incentives for new retailers and
generators to enter the market.

A loss or deficit in confidence or trust in the retail market can have an
effect that could overshadow many of the other benefits from market
reform:

“For Angel Gurria, “Trust is the spinal cord of economics.” Institutional
economists, economic sociologists, political economists and others
concerned with the social organisation of economic life have long
maintained that trust and confidence are crucial to effective economic

21

Telecom New Zealand CEO, Theresa Gattung in speech delivered on 20 March 2006;

http://www.nzherald.co.nz/business/news/article.cfm?c_id=3&objectid=10380894.
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functioning, not only in underwriting specific exchanges between particular
agents, but in terms of a generalised foundation of trust that underpins a
wider socio-economic system.’®

3.1.10 A key problem, therefore, is the lack of transparency at ‘moments of truth’,
with the most obvious being the announcement of a change in prices or
charges. Greater transparency should therefore lead to greater
accountability for statements made on or with a consumer’s bill (for
example, price increase letters) and in media statements.

Q2. Do you agree with the problem definition? Please explain your
answer.

22 Fran Tonkiss, Trust, Confidence and Economic Crisis, p196, Intereconomics, July/August 2009.
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4, The Authority’s proposal for addressing the
problem

4.1 Description of the proposal

4.1.1 The Authority proposes to require retailers to provide information to their
consumers about any price changes in a standard form, so that the nature
and reasons for these changes are clearly presented. The Authority also
proposes to require retailers to consult with distributors, and distributors to
consult with retailers, about any media releases each party proposes to
Issue relating to changes to consumers’ charges in the distributor’s area.

4.1.2 The proposal is expected to improve accountability and transparency by
clearly setting out the causes of price changes across the competitive and
non-competitive segments of the electricity industry.

4.1.3 The proposal is not expected to undermine innovation in the sector,
particularly the competitive retail market. The proposal would not pose
impediments on retailers developing new products and services. It places
no restrictions on the form or content of retailers’ bills or websites or any
other communication to consumers (for example, when they’re pitching for
business). It simply requires retailers to use a certain form when
announcing price changes.

414 The main aspects of the proposal, the reason for each aspect and the
proposed draft Code amendment is shown in the table below.

Table 1: Description of proposal

Aspect of proposal Reason Supporting Code provision

If a distributor is changing its Setting out the tariff rate changes Clause 11.37(1) and (2)

tariff rate, or a retailer is for each component would clearly

changing its tariff rate, the demarcate price adjustments for

retailer must notify the the non-competitive (transmission

consumer using a prescribed and distribution) vis-a-vis

form competitive elements of the sector.

Customers would be clearly able to
see and understand the price
adjustment. The form of the
retailers’ price change notice would
be the same from year to year, and
even if the customer changed
retailers.
861544-9 19 of 91 24 June 2014 1.10 p.m.
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Aspect of proposal

Reason

Supporting Code provision

Prescribed form to include the
contact details for the party
responsible for the retail and
distribution components

Maximise accountability and ensure
transparency which would reduce
any customer confusion

Clause 11.37(2) and
Schedule 11.6

If retailers choose not to pass
on a distributor’s price increase
to consumers, the price change
notification will show a decrease
in retailer rates, corresponding
with the distributor increase,
and vice versa

Reduces the potential for customer
confusion by making it clear to
customers whether the distributor
price adjustment has “flowed
through” to them through their
retailer

Schedule 11.6

Price change notification to be
provided at least 30 days prior
to the price change occurring

Improves transparency, reducing
potential for customer confusion

Clause 11.38

If a distributor, which normally
sends invoices to its
consumers, choses to notify its
consumers of a price change,
the retailer doesn’t have to send
out the details of the
distributor’s tariff rate change

Reduces transaction costs and
confusion by avoiding duplication of
effort

Clause 11.37(3)

The requirement to send out the
notice doesn'’t apply if the
change is just the result of the
consumer changing pricing
plans

Improves transparency by ensuring
notification is only sent as a result
of distributors’ or retailers’ tariff
changes Minimises retailers’ and
consumers’ transaction costs

Clause 11.37(4)

If the retailer hasn’t sent out the
notice to the consumer, the
retailer can’t charge the
consumer the new tariff rate
until 30 days after the retailer
sends out such a notice

Improves transparency, reducing
potential for customer confusion

Clause 11.39

24 June 2014 1.10 p.m.
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Aspect of proposal Reason Supporting Code provision
The information in the retailer’s Improves transparency and Clause 11.40

price change notification must accountability, and reduces

be consistent with the potential for customer confusion

information that the distributor

publishes to satisfy the

Commerce Commission

Information Disclosure

requirements

Retailers must consult with Improves transparency and Clause 11.41

distributors, and distributors
must consult with retailers,
about any media releases each
party proposes to issue relating
to changes to consumers’
charges in the distributor’'s area

accountability, and reduces
potential for customer confusion

4.2 Costs and benefits of the proposal

The Authority recognises that the preferred option will impose costs on

distributors, retailers and consumers. The establishment costs would be

(@) for the Authority — costs of designing the proposal, including analysis
and legal costs. Some of these costs are sunk

(b) for retailers — costs of altering internal processes and systems to
produce a price change notification.

The main expected ongoing costs would be:

The Authority does not expect distributors to incur any establishment costs

(&) transaction costs for retailers from including the price change
notification form with their existing notice advising price changes

(b) transaction costs for consumers from considering the price change
notice. These costs are expected to be incremental as consumers
already receive a price change notification from retailers. There
would also be transaction costs associated with consumers
contacting the retailer, distributor or other party to seek clarification of

4.2.1
the following:
4.2.2
due to the proposal.
4.2.3
the price change
861544-9
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4.3
4.3.1

4.3.2

4.3.3

4.3.4

4.3.5

(c) transaction costs for retailers and distributors from consulting on
price change media statements

(d) monitoring costs for the Authority.

Addressing the ‘blame game’ problem

The communication by retailers and distributors of the nature and reasons
for the March 2014 retail price increases led to extensive negative
commentary from media and consumers. The Authority’s investigations
found that retailers and distributors released conflicting information
because they used different methodologies to make calculations and the
calculations were for different subsets of consumers.

How retailers and distributors present price changes in the media is
important. The confusion and diminishing of consumer confidence arising
from retailers’ and distributors’ inconsistent presentation indicates that
regulatory intervention is required to introduce greater accountability and
improved transparency on parties responsible for the price changes.

This will become a larger problem over the coming years if, as anticipated,
there is a significant increase in network investment which will flow through
to consumers as a higher distribution component in electricity charges.
There may also be a restructuring (or rebalancing) in network charges,
with more revenue recovered from fixed tariffs, rather than variable.
Efficiency benefits (both dynamic and allocative) will likely arise from
consumers having more transparent information about the separate cost
components and the drivers of price changes. This will be achieved as
distributors will be more accountable for price changes and the underlying
investment decisions.

The Authority is not proposing to place specific requirements on the format
participants use for providing information in media statements because it
may be unlawful for the Authority to place such an obligation on
distributors.?®

However, the proposal provides an authoritative source of information on
price changes that are directly relevant to consumers. If distributors make
media statements that are inconsistent with that information, for example,
reporting price changes for different consumers, then it would be easier for

23

Section 32(2)(b) of the Electricity Industry Act 2010 provides that the Code may not purport to do or regulate

anything that the Commerce Commission is authorised or required to do or regulate under Parts 3 or 4 of the
Commerce Act 1986. The Authority considers that placing obligations on distributors regarding the provision of
information about price rises may fall into this category.
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the Authority and/or the Commerce Commission (under the Fair Trading
Act 1986) to hold them to account.

In addition, the Authority proposes to require retailers to consult with
distributors, and distributors to consult with retailers, about any media
releases each party proposes to issue relating to changes to consumers’
charges in the distributor’s area. This will reduce the potential for
miscommunication by retailers and distributors.

The Authority considers this proposal would place sufficient incentives on
participants to not provide confusing and potentially misleading statements
to the media. It would also provide the Authority and the Commerce
Commission with more transparent information so they can hold
participants to account regarding their statements.

Design of the form
An example of a standardised form is attached as Appendix E.
The form consists of two pages:

(&) Page 1 sets out the estimated annual price change for that
consumer, in dollars and as a percentage. The price change is then
broken out into the retail and distribution components, showing which
components caused the price change

(b) Page 2 sets out the detailed tariff changes for each component. This
means that consumers can see how each tariff rate has changed,
and how the estimated annual price change was calculated.

The Authority expects each retailer to be able to provide details on each
tariff applicable to every consumer, regardless of whether the relevant
distributor uses installation control point (ICP)?* or grid exit point (GXP)®®
based pricing, because the retailer will need to do this anyway for billing
purposes.

Qs.

Do you agree with the Authority’s proposal? Please provide reasons
to support your answer.

24

25

861544-9

ICP-based pricing is where tariffs are based on volumes measured at the consumer’s meter (or ICP).

GXP-based pricing is where tariffs are based on volumes measured at the GXP.
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5.1.1

5.1.2

5.2
5.2.1

5.2.2

5.2.3

The Authority has reviewed other approaches
for improving transparency of consumers’
electricity charges

The Authority identified six other approaches for improving transparency of
consumers’ electricity charges. However, only four of the approaches are
considered viable options, and are discussed further in this section. The
options are not necessarily mutually exclusive:

(@) Option 1. Market forces

(b) Option 2: Requiring retailers and distributors to issue separate bills
to consumers

(c) Option 3: Requiring retailers to separately itemise transmission and
distribution costs on consumers’ bills

(d) Option 4. The Authority publishing an annual report on current and
future price trends.

The following two approaches, discussed at section 5.6 below, were
discounted because they are not legally possible:

(&) requiring distributors to directly notify every customer on their
network of any price adjustments in distribution (including
transmission pass through) charges

(b) requiring retailers and distributors to agree on the reasons for price
changes before letters are sent to consumers.

Option 1. Market forces

Under this option, it would be left to market forces to incentivise the
development of improved transparency in response to consumer wants.
Incentives for innovation and the flexibility to allow for any existing
arrangement would be preserved.

Ultimately, competition was the reason for the transformation of the
telecommunications industry, (including improved transparency in billing
practices) over the last decade. Similarly, competition as a result of market
forces in the electricity industry will likely result in industry participants
providing more transparent information to consumers in a form they find
useful.

This option would impose no additional cost, but is unlikely to achieve the
proposal’s objectives.
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Option 2: Issuing separate bills to consumers

This option involves requiring retailers and distributors to issue separate
bills for the competitive and non-competitive components of the electricity
tariff. Distributors would bill consumers on a regular basis — for example,
each quarter.

Under this option distributors, like retailers, would likely also issue letters
informing their customers of price changes and the reasons for those
changes.

This would provide consumers with more information about the retail and
distribution/transmission components of their electricity charges, and
consumers would be able to hold each party to account over their price
changes. In addition, the competitive energy component would be entirely
separated from the other components and much more visible to
consumers, thereby potentially enhancing retail competition.

The key benefit of separate bills would be improving consumers’
confidence in the market by eliminating the possibility of disputes over the
source of price changes.

This option would also provide other ancillary benefits. These include:

(@) improved customer focus and better engagement between
distributors and consumers — for example, distributors would have to
engage directly with consumers on the reasons for their price
changes. In an interview with EnergyNews on 7 April 2014 the Chief
Executive of The Lines Company (TLC), Brent Norriss, had the
following to say about its experience with directly billing consumers:

“Many of the country’s lines companies will be in for a big wakeup’ if
separate billing for electricity distribution and retailing is mandated, says
Brent Norriss... He says the transformation of The Lines Company since
then from a typical network company with a ‘poke the bill down the line to
the retailer’ operation, has been “extreme”...And part of that process is the
structure of ownership of the distribution companies. Everything is exposed
and the owners will have to be part of that change.”

(b) more efficient decision making around the installation of PV
distributed generation. Currently, consumers on most distribution
networks who install PV effectively reduce or avoid paying
distribution and transmission charges because distribution charges
include a significant variable component based on the quantity of
electricity used by the consumer (this is especially the case with net
metering). This results in inefficiencies — the consumer with a PV

250f 91 24 June 2014 1.10 p.m.
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5.3.6

5.3.7

5.3.8

installation is receiving a distribution service and not paying an
amount that reflects the costs of that service, most of which is fixed,
incurred regardless of the quantity of electricity consumed. Other
consumers in effect subsidise distribution and transmission services
to consumers with PV installations. This inefficiency will be
exacerbated as more PV is installed.

To address the inefficiencies outlined above, distributors will need to
move over time to a non-variable charging regime where consumers
pay a fixed amount for distribution services regardless of use.
Separate billing would improve the transparency of this change and
make it clearer that consumers who install PV are only defraying the
energy costs (plus potentially avoided distribution and transmission
costs). This will encourage more efficient consumer decisions around
the installation of PV.

The costs of new billing arrangements and the administration
requirements to establish new retailer and distributor billing systems would
be the highest of the options considered in this section. This is because
distributors would need to either set up billing systems or pay someone to
bill on their behalf. Distributors would also need access to metering data,
to establish a call centre and employ additional staff to administer the
billing system. Other costs potentially include renegotiating use-of-system
agreements and developing terms and conditions for domestic contracts.
Some distributors may consider changing to conveyance arrangements, if
they are required to bill consumers directly. Retailers would need to review
and reset their prices based on excluding distribution and transmission
components.

Distributors’ additional costs could potentially be passed through to
customers via higher rates, depending on the approach taken by the
Commerce Commission under its default/customised price-quality
regulatory regime on whether to allow non-exempt distributors to recover
these costs.

There are very few examples of jurisdictions where separate distribution
and retail electricity bills are mandated. However, several jurisdictions
exist in the United States where electricity distributors provide customers
with the option to separate their payments (one payment to their registered
electricity supplier, and another to their distribution and transmission
provider).?® Examples of this include the states of Delaware, Maryland,

26

Delmarva Power (Delaware and Maryland) (http://www.delmarva.com/home/billing/understand/read/); PECO

Energy Company (Pennsylvania, Philadelphia)
https://www.peco.com/CustomerService/CustomerChoice/Pages/EnergyChoice.aspx); Champion Energy
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Pennsylvania, Texas, lllinois, Ohio, New Jersey, and New York. In New
Zealand, TLC?' currently provides a separate bill.

5.3.9 Similar two-part payment schemes are also prevalent in the aviation
industry. Several countries currently impose departure taxes (or other
fees) that are not included in the flight ticket fare. This means that
customers are required to pay this charge separately when they enter or
exit the country.

5.3.10 However, most jurisdictions that previously adopted these arrangements
have now included the taxes/fees within air fares (for example, New
Zealand). Customers seem to favour the convenience of a single bill rather
than separate charges and having to incur multiple transactions.?® In
practical terms for electricity in New Zealand this option would entail an
additional transaction for consumers and would highlight starkly the
differences between the competitive and non-competitive components of a
customer’s bill.

5.3.11 The time taken for consumers to undertake such an additional transaction
would represent a cost on consumers. Given that there are approximately
two million ICPs, the consumer costs, although modest on an individual
basis, would be significant in total.

5.3.12 Implementing this option would not be a trivial task given the high costs
imposed on both distributors (to introduce a new system and associated
infrastructure) and retailers (to unbundle their existing arrangements),
costs that may be passed on to consumers.

5.3.13 Separate billing is likely to be complex and high risk to implement. It would
require phased implementation and potentially take several years to
complete. It may increase consumers’ dissatisfaction with the industry if
there are any implementation problems or because of the inconvenience
of receiving two separate bills.

5.3.14 The Authority considers that the preferred option (the proposal) achieves a
similar improvement against the objectives at a fraction of the cost and
risk.

5.3.15 In conclusion, of all the options considered, separate billing best
addresses the retailer/distributor accountability and confusion issue,

Services (Texas, lllinois, Pennsylvania, Ohio, New Jersey, Maryland and New York)
http://www.championenergyservices.com/about-champion/.

27 http://www.energynews.co.nz/featured-content/16912/executive-interview-brent-norriss-chief-executive-lines-

company.
http://www.scoop.co.nz/stories/BU1404/S00210/trustpower-urges-aucklanders-to-get-it-together.htm.

28
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especially at “moments of truth” such as when prices change. It also
would deliver ancillary benefits that would likely lead to improved
competition between retailers and more efficient signalling of distribution
and transmission charges which would improve the efficiency of decisions
around PV installation. However, outweighing these benefits are:

(@) the extremely high costs of implementation and operation

(b) the transaction costs on consumers in having to deal with an
additional stream of bills

(c) the unintended risks, particularly the reputational damage that could
be done to the electricity industry.

54 Option 3: Separate itemisation on a single bill

5.4.1 Separate itemisation of the non-competitive charges on retailer bills would
provide consumers with more information about the proportions of the
different components that make up the final bill. For example, a consumer
could conceivably be able to see the relative contribution to the total cost
of the retail component, wholesale component, and the distribution and
transmission components. Some retailers already itemise the components
of the electricity charges on customer bills, including GreyPower
Electricity, Just Energy, Pulse Energy, Mercury Energy in central Auckland
and Meridian Energy.?°

5.4.2 This option would yield some of the benefits of option 2, in terms of
accountability and more efficient decision making about installing PV, but
is likely to be more palatable to consumers, as survey data suggests that
generally consumers would prefer a single bill. However, this option will
not provide equivalent levels of accountability for price changes and the
information on a bill is static. A consumer would need to refer to previous
bills to estimate the source of a price change.

5.4.3 Consumers may also experience a decrease in their ability to compare
retailers. In particular, for customers in areas where retailers allocate
distribution prices based on GXP billing the complexity of these
arrangements may affect their ability to select the best tariff option based
on their bill.

5.4.4 This option is expected to be significantly lower cost overall than option 2,
although the cost of this option falls on retailers rather than distributors.
Nonetheless, the Authority expects this option would be higher cost than

29 Examples of some of these retailers’ bills (GreyPower, Pulse Energy and Just Energy) are included in

Appendix F.
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the proposal. Retailers who currently do not separately bill have indicated
the costs of amending their billing engine to be in the region of $0.4 million
to $1 million (per retailer).

Differences between the structures of distribution pricing in different
network areas means that this may also introduce a barrier to expansion
of new retailers. This would particularly affect smaller network areas due to
the fixed cost nature of billing systems.

Changes to the structure of retailer prices would be required similar to the
proposal to allow these to be disaggregated. Retailers’ tariff structures
may be limited in this option by the structure of distribution tariffs in an
area. As noted in the assessment of the proposal this may undermine
product innovation, thereby reducing competition.

In addition, the Authority notes that some retailers currently provide a
disaggregated bill and to the extent that this is a competitive advantage,
this would be eliminated by this proposal.

Option 3 is not preferred as it is likely to yield lower benefits than the
proposal and is more costly.

Option 4. Annual report on price trends

The Authority could publish price trends, showing and explaining current
and prospective movements in the different components of consumer
charges, similar to those published by the Australian Energy Market
Commission (AEMC). The aim would be to provide a single, authoritative
source that explains pricing trends and their drivers. This would help to
reduce consumers’ confusion around the drivers and their mistrust of the
explanations provided by retailers and distributors, thereby building
confidence in the market.

The AEMC releases its report each December. The report focuses on
factors driving residential electricity prices across the supply chain over the
coming three years. The Chair of the AEMC recently spoke in Wellington
at an Institute of the Study of Competition and Regulation forum and noted
that the report has taken the heat out of the price movement blame game
in Australia. It achieved this by providing commentators and media with a
reliable and authoritative source of information on what has happened and
what might happen in future with retail prices.*°

30

However, the same approach may not be as effective in New Zealand, as there are differences between the

two regulatory environments. For example, retail prices in Australia have been regulated (although this is
ending) and network regulation is also more heavy-handed in Australia.
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5.5.3 The Authority is already moving in this direction by publishing on a
quarterly basis changes in the key cost components for a hypothetical
stand-alone retailer and a quarterly comparison of those costs against
prices.

5.5.4 The gap in this current work is that it is not forward-looking. It focuses on
historic price trends rather than anticipating likely future drivers of prices
such as the potential for distributors to move towards greater fixed
charges, and the implications if this is done suddenly. In order to address
this, the Authority could further develop its reporting to look forward across
the next few years, similar to the AEMC approach. There is also scope to
improve the accessibility of the information provided. This could be done
through the use of additional infographics to help convey messages to a
wider audience.

555 The challenge here is for the Authority to not become the ‘meat in the
sandwich’ between parties who have an incentive to keep blaming each
other. The Authority could avoid this by establishing the credibility of the
analysis by using clearly defined methodologies for establishing national
and regional price movements to date and using broadly accepted
assumptions about future price movements. The Authority could build
support for the analysis by engaging with retailers and distributors in
developing the approach.

5.5.6 The Authority has previously made statements about future wholesale
price movements by referencing ASX forward price curves. Forecasting
future distribution and transmission price movements would be more
difficult, for example, due to potential uncertainty about how and when
distributors might rebalance charges from mostly energy-related to more
capacity-related. However, this information should be readily available
from distributors assuming they are signalling the longer-term pricing
strategy to consumers.

5.5.7 Providing consumers with an authoritative longer-term view of price
movements would provide information and incentives for consumers to
make longer-term investments. For example, knowing in advance that
prices will be more influenced by network capacity requirements would
inform household heating decisions.

5.5.8 This option assumes that the price trends report relies on data that
participants already disclose. For example, by distributors through their
existing Commerce Commission information disclosures and by retailers to
the Ministry of Business, Innovation and Employment in their quarterly
electricity price series (previously the Quarterly Survey of Domestic
Electricity Prices). In this case, the additional costs lie predominantly with
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the Authority. The Authority estimates the set up costs of this option to be
in the order of $100,000; ongoing costs would be in the order of $50,000-
80,000 per year.

5.5.9 The benefits of this information lie largely in the potential improvement in
confidence in the market as a result of commentators and media
discussing the report. It is unlikely that the average consumer would read
such a document. Although improved market confidence would likely
improve consumer engagement and switching to some degree, the report
would not be specific to consumers’ individual circumstances so would
only provide limited information.

Q4. Do you agree with the alternative options?

Q5. Are there any other options the Authority should consider?

5.6 Approaches considered but discounted

5.6.1 The Authority has also considered the following approaches:

(@) requiring distributors to directly notify every customer on their
network of any price adjustments in distribution (including
transmission pass through) charges

(b) requiring retailers and distributors to agree on the statements each
would make to their customers and the media, which would include
the reasons for price changes.

5.6.2 The Authority has discounted these two approaches because they cannot

be implemented under the Act. Section 32(2)(b) of the Act requires that
the Code may not purport to do or regulate anything that the Commerce
Commission is authorised or required to do or regulate under Parts 3 or 4
of the Commerce Act 1986. This provision prevents the Authority from
making Code to require pricing disclosures by distributors because this is
something that the Commerce Commission is authorised or required to
do.*!

31

Distributors are subject to information disclosure regulation under Part 4 of the Commerce Act (see section

54F). The Electricity Distribution Information Disclosure Determination 2012 imposes requirements on
distributors to disclose information about price changes.

861544-9
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6. Regulatory Statement

6.1 Authority’s proposal
6.1.1 The Authority proposes to amend Part 11 of the Code to:

(&) require retailers to use a template for notifying consumers of price
changes

(b) require retailers to consult with distributors, and distributors to consult
with retailers, about any media releases each party proposes to issue
relating to changes to consumers’ charges in the distributor’s area.

6.1.2 The Authority’s proposed Code amendment is set out in Appendix C, and
the illustration of a potential template is provided in Appendix E.

Q6. Do you have any comments on the proposed Code amendment?

Q7. Do you have any comments on the draft template?

6.2 Statement of the objectives of the proposed
amendment

6.2.1 The primary objective of the proposed amendment is to improve

transparency of consumers’ electricity charges, which will lead to
competition benefits, by:

(@) better information about the drivers of price changes will increase
consumer engagement. Increased consumer engagement will drive
firms to deliver what consumers want

(b) promoting accountability will increase consumers’ confidence and
engagement in the retail market. Increased consumer engagement
will drive firms to deliver what consumers want.

6.2.2 A secondary objective is to promote operational efficiency.

6.2.3 The proposal will do this by reducing the transaction costs for consumers
of making energy-related investment decisions. Better information about
the drivers of energy and network price changes will reduce consumers’
costs in making decisions about when it is economically efficient to use
demand-management technologies or to substitute alternative energy
sources such as gas, wood or solar.

6.2.4 The proposed amendment is not expected to deliver reliability benefits.
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The proposed amendment involves no significant trade-off between
promoting efficiency, competition and reliable supply.

Q8.

Do you agree with the statement of the objectives of the proposal?
Please explain your answer.

6.3

6.3.1

6.3.2

Table 2:

6.3.3

6.3.4

6.3.5

861544-9

Evaluation of the costs and benefits of the
proposed amendment

The Authority has assessed the expected costs and benefits associated
with the proposal.

Net assessment of costs and benefits

The midpoint estimates of the total value of the costs and benefits
described in this section are summarised in Table 2. This demonstrates
that the proposal is expected to deliver benefits that clearly exceed the
expected costs. The net benefit is equivalent to $29.75 per residential
consumer in present value terms.

Assessment of costs and benefits (present value)

Source of benefit Estimated value

Total expected benefits $60.91 million

Total expected costs $9.90 million

Net benefit $51.01 million

Present value over 20 years at 8% real discount rate

Nature and size of expected benefits

Clear information about the source of price changes is a necessary factor
for consumer engagement.

The proposal aims to address what is effectively a strong source of
consumer disengagement. Unclear explanations for price increases result
in a perception by consumers that the competitive component of the
market is not effective, and only ever delivers price increases.

By ensuring that price changes by distributors and retailers are clearly and
separately communicated, consumers will be able to better understand
what is driving price changes.
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6.3.6

6.3.7

6.3.8

6.3.9

6.3.10

6.3.11

6.3.12

6.3.13

6.3.14

6.3.15

This is expected to lead to competition benefits from more engaged
customers. Customers will be better able to understand the charges the
different retailers impose, and retailers will be rewarded for providing
customers with competitive and innovative offerings.

Dynamic efficiency benefits — growing the pie

Dynamic efficiency is an economics term that describes overall increases
in wealth generation, and is often referred to as ‘growing the pie’.

A primary source of increases in dynamic efficiency is the competitive
process.

To the extent that this proposal increases competition, it can be expected
to create dynamic efficiency benefits.

Another source of dynamic efficiency is investment. Private investors
generally require a rate of return that reflects their risk, and a key
component of risk is the stability of the regulatory regime and the durability
of market arrangements.

Lack of transparency and loss of consumer confidence in market
arrangements has a clear and well proven potential to reduce regulatory
stability and market durability, with adverse consequential impacts on
investment and in turn dynamic efficiency improvements.

The estimation of dynamic efficiency benefits is difficult, and the Authority
does not feel able to provide a quantitative estimate of the proposal’s
expected dynamic efficiency benefits.

Qualitatively, the Authority expects that there will be dynamic efficiency
benefits arising from the proposal through increased competition and
improved investment risk profiles. Specifically, the proposed requirement
for retailers to issue a standard form providing clear explanations of the
price changes coupled with the requirement for retailers and distributors to
consult on price change media statements will address the ‘blame game’
issue, reduce consumer confusion and improve consumer engagement.

Allocative efficiency — good decisions about supply and demand

Economic theory revolves around the concept that efficient markets allow
buyers and sellers to allocate resources by allowing buyers to
communicate their willingness to pay and sellers to communicate their
willingness to sell.

If the price that is established in the market is different from the efficient
point, then the transfer of goods will not be allocatively efficient. Either
some demand that could have been met will not be, or some goods are
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sold below cost. In practice, real markets never actually converge on the
efficient point, but markets that are working well approach the efficient
point more closely than those that are not.

Allocative efficiency of overall quantity consumed

Ensuring that consumers can understand the cost of consuming electricity
will mean that they consume an amount of electricity that is closer to the
exact amount that they are happy to pay for.

Ensuring that consumers feel confident to buy their electricity from the
cheapest supplier, will result in a more efficient price being formed in the
market, and a more efficient allocation of goods.

This represents an increase in consumer and supplier welfare from the
electricity market because more goods are being traded at lower prices.

The sensitivity of consumer demand to price is termed the price elasticity
of demand and is usually expressed as a ratio. The Authority has used a
price elasticity of demand of -0.26 to assess the proposal’s potential
allocative efficiency effects. This means that for a 1% increase or
decrease in price, there will be a 0.26% decrease or increase in the
guantity demanded. This is a conservative estimate, with higher (more
negative) price elasticity of demand more likely. For example, an elasticity
of demand of -0.4 would provide higher allocative efficiency benefits.

The Authority expects that this proposal will have a relatively small impact
on allocative efficiency, as it will have a limited effect on consumers’ ability
to make switching decisions. This is because switching depends on
consumers comparing costs between suppliers, rather than costs across
time with one supplier.

However, by ensuring that distribution and transmission charges are
transparent, it is more likely that consumers will be able to identify
differences in the retail component of the prices offered by competing
retailers.

Consequently the Authority expects a modest increase in the switching
rate to occur as a direct result of this proposal.

Based on related analysis of potential allocative efficiency gains
completed as part of the retail data project, the Authority has assessed the
likely allocative efficiency benefits of the proposal in Table 3.
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Table 3: Present value of allocative efficiency gain
$100 saving per | $150 saving per | $200 saving per
consumer consumer consumer
0.5 % increase in $49,545 $111,476 $198,179
switching rate
o i . o

L Yo increase in switehing | 99,090 $222,951 $396,358

1.5 % increase in

switching rate $148,634 $334,427 $594,537

Present value over 20 years at 8% real discount rate

6.3.24

6.3.25

6.3.26

6.3.27

6.3.28

6.3.29

Allocative efficiency of network usage

The purpose of distribution charges is to recover the costs of providing
network services (distribution charges often include transmission charges).
Distribution charges are efficient if the costs borne by each consumer
accurately reflect the cost of supplying that consumer.

Due to the complexity and uncertainty inherent in supplying distribution
services to a large number of different customers, distribution charges are
unlikely to be perfectly efficient.

Adjusting distribution charges provides distributors with an opportunity to
modify the signals they are sending to their customers about the cost of
supply. Such signals include providing customers with information on:

(@) the mix of fixed and variable costs
(b) the value of controllable load
(c) the relative cost of supplying peak and off-peak demand.

At present, these price signals can be lost or diluted when they are
communicated to consumers, as the impact of them is combined with
changes made by retailers.

The proposal is expected to address this by increasing the clarity of
communication of retailer and distributor price changes.

The potential benefits from better communication of retailer and distributor
price signals can be observed by looking at other jurisdictions. In Australia,
for example, there has been a period of very heavy distribution network

investment in a regulatory environment that largely prevented price signals

24 June 2014 1.10 p.m. 36 of 91 861544-9



Consultation Paper

from reaching consumers. The Australian Energy Regulator (AER) found
that appropriate investment signals (in this case from the regulator)
resulted in substantial reductions in the cost of network investment.

6.3.30 Figure 2 shows the impact of incentive based regulation on the network
costs in Victoria compared to non-incentive based regulation. The average
reduction in network spend set by incentive based regulation was 13%.

Figure 2: Victorian DNSP historical and forecast operating expenditure
comparison ($m 2010)3?
@ Estimate mmm Actual === DNSP forecast opexallowance —A— ESCV Allowance —@— AER Allowance
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—
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2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Source: AER Final Decision - Victorian electricity distribution network service providers
distribution determination 2011-15, October 2010. page 374.
Note: ESCV refers to the previous regulator - Essential Services Commission of Victoria

6.3.31 Under the regulated price path, New Zealand distributors are expected to
spend around $500 million per year for the foreseeable future, as shown in
Figure 3. Any improvement in distributors’ ability to communicate the cost
of this supply, and for consumers to respond to the costs and
subsequently avoid them by adjusting their demand, will represent an
allocative efficiency benefit.

52 http://www.pc.gov.au/__data/assets/word_doc/0003/116769/sub013-electricity.doc
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Figure 3: Actual and forecast network capital expenditure by electricity

distributors ($m)3?
20009 forecast
Onen
W Industry (exc. Orion)
L z 1 . .

Source: Commerce Commission analysis based on data from electricity distributors
information disclosures. Note: All figures are expressed in 2012 dollars

6.3.32 Based on the Victorian example given, the Authority considers that a
reduction in network expenditure of 13% is readily achievable.

6.3.33 The proposed Code amendment is expected to achieve a proportion of
these 13% reductions. A conservative estimate of 10% of this value is
used, ie 1.3% of the total, which translates to $7.15 million per annum.

6.3.34 While this number does not automatically translate directly to allocative
efficiency, the Authority considers it to be a reasonable proxy.

6.3.35 Table 4 shows the present value estimates of a range of network
expenditure reductions and efficiency ratios.

3 http://www.comcom.govt.nz/the-commission/media-centre/features/electricity-distributors-current-future-

investment/
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Table 4: Present value estimates of allocative efficiency gains from improved
network price signalling
0.65% cost 1.3% cost 1.95% cost
reduction reduction reduction
50% efficiency ratio $17,549,938 $35,099,877 $52,649,815
75% efficiency ratio $26,324,908 $52,649,815 $78,974,723
100% efficiency ratio $35,099,877 $70,199,754 | $105,299,631

Present value over 20 years at 8% real discount rate.

Efficiency ratio is the proportion of the cost savings that are considered to be allocative efficiency gains.

6.3.36

6.3.37

6.3.38

6.3.39

6.3.40

6.3.41

861544-9

Productive efficiency —reducing costs

Economists use the term productive efficiency to describe the costs of
doing business, and how these compare to the minimum possible costs.

The proposal is expected to improve productive efficiency in the electricity
industry by reducing the net transaction costs incurred by consumers
making decisions about their energy usage.

Transaction costs for switching

The Authority considers that the proposal will make it easier for consumers
to compare offerings from different retailers by improving the transparency
of the different components of energy costs.

Increasing customer propensity to switch, and reducing the costs of
searching and switching are common goals of many Authority projects in
the retail space aimed to improve retail efficiency, and this proposal is one
of these.

The Authority conservatively estimates the transaction costs of a customer
to search for a new supplier and initiate a switch at $40 per customer. This
is on the basis that many customers do not switch, despite apparent
savings of $150-200 per year, and that customers who do switch tend to
do so less than once per year regardless of savings on offer.

The Authority estimates that the proposal would reduce the transaction
costs of switching by $1 per customer on average. This is calculated on
the basis that customers would be more readily able to differentiate
between retailer price changes and distributor price changes. Consumers
would therefore have a clearer understanding of the make-up of their
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electricity costs, and therefore the impact of different pricing plans and
other choices.

6.3.42 In the 12 months to May 2014 there were 404,000 switches.?* The present
value of a $1 reduction in transaction cost under a range of sensitivities is
given in Table 5 below.

Table 5: Present value of reduced transaction costs

Low (10% Medium (8% High (6%
discount rate) | discountrate) | discount rate)

Switching rates
decline by 2% $3,002,548 $3,427,064 $3,959,183
per year

Switching rates

constant $3,405,425 $3,927,259 $4,587,968

Switching rates
increase by 2% $3,895,617 $4,541,284 $5,366,746
per year

Transparency increases competitive pressure on retail costs

6.3.43 At present retailers make price changes to coincide with distributor price
changes. This provides an opportunity to pass through cost increases
without direct scrutiny.

6.3.44 The Authority expects that the proposal would result in greater scrutiny on
retailer price changes, as they would occur separately from distributor
price changes.

6.3.45 This would be expected to increase the competitive pressure on retailers
because raising prices is more likely to result in them losing customers.

6.3.46 This increased discipline can be expected to encourage retailers to drive
costs out of their retail operations in order to maximise profit margins.

6.3.47 The Authority estimates that current retail cost to serve is $200 per
customer per year, or $420 million per year for the whole country.

34

http://www.emi.ea.govt.nz/Reports/VisualChart?reportName=R_SwT C&categoryName=Retail&reportGroupl
ndex=2&reportDisplayContext=Gallery#reportName=R_SwT C.
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6.3.48 The Authority notes that it would take an average reduction of just 0.36%
of this overall cost over the 20 year assessment period to cover the costs
of the proposal.

6.3.49 A conservative estimate of 0.1% is used for this analysis, which gives a
present value benefit of $4.12 million over 20 years at a discount rate of
8%.

Summary of expected benefits

6.3.50 The midpoint estimates of the present value of each of the benefits
described in this section are summarised in Table 6.

Table 6: Summary of estimates (present value)

Source of benefit Estimated value
Dynamic efficiency >$0 (many $m)
Allocative efficiency (switching) $0.22 M
Allocative efficiency (network investment) $52.65 M
Productive efficiency (switching) $3.92 M
Productive efficiency (pressure on retailer $4.12 M
costs)

Total expected benefits $60.91 M

6.3.51

861544-9

Nature and size of expected costs

The proposal would involve establishment and ongoing costs. These costs
would be incurred by the Authority, distributors, retailers and consumers.
Table 7 provides the total estimated costs of the proposal:

41 of 91 24 June 2014 1.10 p.m.



Consultation Paper

Table 7: Summary of total estimated costs of the proposal
(present value)

Cost Low Medium High

Establishment

costs $266,250 $355,000 $443,750

Ongoing costs $8,312,898 $9,547,509 $11,105,126

Total $8,579,148 $9,902,509 $11,548,876

Estimated establishment costs

6.3.52 The main expected establishment costs are:

(a) for the Authority — costs of designing the proposal, including analysis
and legal costs. Some of these costs are sunk

(b) for retailers — costs of altering internal processes and systems to
produce a price change notification .

6.3.53 The Authority estimates that the present value establishment costs would
be about $355,000.

6.3.54 The majority of the establishment costs are expected to be incurred by
retailers in altering internal processes and augmenting/developing
systems to provide a price change notification to all customers on their
network. The establishment costs for retailers would be expected to
include:

(a) redesigning internal processes to account for the annual price
change notification

(b) augmenting/establishing systems to produce customer specific price
change data.

6.3.55 The Authority does not expect distributors to incur any establishment costs
due to the proposal.

6.3.56 The estimated present value establishment costs are described in Table 8.
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Table 8: Estimated establishment costs
. High
- 0,

Party ltem Low (-25%) Medium (+25%)
Authority | Design of proposal $22,500 $30,000 $37,500
Distributor | Altering |nterr_1al processes $0 $0 $0

and augmenting systems
Retailers Altering mternal processes $243.750 | $325,000 $406.250

and augmenting systems

Total $266,250 | $355,000 $443,750

Estimated ongoing costs

6.3.57 The main expected ongoing costs are:

(@) Mail-out costs. The annual costs to retailers of notifying consumers of
the price adjustment. This is an incremental cost associated with
adding extra processes to established postal or electronic
communication.

(b) Consumers considering the price adjustment notice. Consumers
would face transaction costs in considering the price adjustment
notice. This cost is expected to be incremental as consumers already
receive a price change notification from retailers. There would also
be transaction costs associated with consumers contacting the
retailer/distributor to seek clarification of the price change.

(c) Retailers and distributors consulting on price change media
statements.

(d) The Authority would have some ongoing monitoring and compliance
costs. The Authority would expect this to be in the order of $10,000
per year.
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Table 9: Twenty year present value of ongoing costs
Low (10% . 0 High (6%
Party Item discount Medlum e discount
discount rate)
rate) rate)
Authority Monitoring and $102,163 |  $117,818|  $137,639
compliance
Distributors/ | Managing customer
Retailers contact $0 $0 %0
Distributors/ | Distributors consult
Retailers retailers on price $1,357,913 | $1,565,995 | $1,829,452
change media
statements
Distributors/ | Retailers consult
Retailers distributors on price $2.383.798 $2.749.081 $3.211.578
change media
statements
Retailers Inserting copy of notice | ¢ 391 560 |  ¢1,565,608 | $1,780,482
into customer invoice
Consumers | 11ansaction costs of | g5 577 355 | $3548917 | $4,145,975
reviewing notice
Total $8,312,898 $9,547,509 | $11,105,126
6.3.58 More information on the assumptions underpinning the costs is provided in

Appendix G.

6.3.59

The Authority considers that there would be no additional costs associated

with participants managing customer contact. Distributors would need to
respond to some consumer queries about the price change notifications.
The majority of calls are expected in the three months following the mail-
out, but there would be calls throughout the year. However, the calls to
distributors are expected to be offset by a reduced number of calls to
retailers. The Authority understands that call centres are scalable and has
assessed this cost as neutral.
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Q9. Do you agree with the assessment of the costs and benefits of the
proposal?

Q10. Are there any other costs or benefits that should be included in the
assessment?

6.4 Evaluation of alternative means of achieving the
objectives of the proposed amendment

6.4.1 Discussion of the costs and benefits of each option is provided in section 5
above, and a summary of the evaluation is set out in Table 10 below.
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Table 10:

Summary evaluation of proposal and alternative options

Option

Benefits

Establishment costs

On-going costs

Ease of implementation

Risks

Proposed amendment

Information disclosure

requirements

High

May prompt consumers

to seek comparisons

Improved accountability
between distributors and
retailers through

standard format

Improved consumer

confidence

Low-Moderate

(less than $1 million)

$000s for participants

Development of
template ($50-100k)

Code change ($30-
50K)

Low-Moderate

Minimal admin costs
for retailers
(completed as part of
normal price setting

process)

Transaction costs for
retailers and
distributors from
consulting on price
change media
statements ($400-
$500k per year)

Compliance
monitoring
($30k/year)

Moderate

Would require Code
changes to ensure
regime is consistently
applied and confusion

minimised

May require price
restructuring

Potential barrier to

entry

Potential to limit
structure of prices,
which could stifle

innovation
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Option Benefits Establishment costs On-going costs Ease of implementation Risks
Option 1: Status quo Low N/A Low N/A A lack of material self-
(market forces) Little incentive for retailers Costs are foregone propelled activity from
and distributors to agree efficiency benefits from the market to achieve
consistent messaging to competition, due to lack transparency would
consumers of consumer suggest that risks are
Incremental improvement in confidence and high
transparency over time, engagement
through innovation and
competition
Option 2: Separate bills | Medium High Moderate Low — extremely Increased consumer

May prompt consumers to
seek comparisons
Improved accountability
between distributors and
retailers from more
consistent communications
May improve consumer

confidence

(hundreds of millions)
$100m+ across
distributors for new
billing systems (even if
costs shared by virtue
of third party provider)
based upon publicly
reported experiences of
major retailer billing
system upgrades in
recent years.

Code change ($30-50k)

(tens of millions)
~10% of set-up costs
per year for participants
Price regulation
monitoring costs small.
Additional transaction
costs for consumers
which will be significant
in total.

complex

Requires long
implementation
timeframe. Considerable
commentary globally
about the risks in the
delivery of large scale
information technology
projects. Publicly
disclosed cases of
electricity billing system
implementations over the
past decade give support

for a low rating.

confusion and
dissatisfaction. Highly
complex multi-year
implementation
undertaking —
considerable risks
around multiple large

IT projects.
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Option

Benefits

Establishment costs

On-going costs

Ease of implementation

Risks

Option 3: Separate
itemisation on a single
bill

Medium

Does not target problem;
potentially reduces
competition. Has many of
the same issues as the
Separate Bills option but
without the extreme costs
or risks.

Improved accountability

and transparency

Moderate

$0.4-$1m per retailer
that does not already
separate out bills. Some
additional costs for
retailers that already
separate out in terms of
standardisation

Code change ($30-50k)

Low

Marginal administration
cost for participants
who do not currently

itemise their bills

Low — complex

Will require some
retailers to make
significant changes to the

billing engines.

Increased consumer
confusion and
dissatisfaction

Stifling innovation
Potential barrier to
entry

Loss of existing
competitive advantage
for retailers who
currently itemise. 1T

implementation risks

Option 4: Annual report
on price trends

Low+

Unlikely to be read by
consumers, info not
consumer-specific and has
an unavoidable time lag
which may reduce
consumers’ ability to act on
this data set at point of
price changes

May improve confidence in
the market through
regulated independent
assessment of prices and
associated trends.

Low
Set-up/development of
methodologies ($100k)

Low
Analysis and reporting
($50-80k/year)

High
Challenge to present data
in a way that is timely and

meaningful to consumers

Low
Due to largely static
nature of information

being presented.

Q11.

Do you agree with the evaluation of the alternative options? If not, why not?
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6.5 Assessment under section 32(1)

6.5.1 Section 32(1) of the Act provides that Code provisions must be consistent
with the Authority’s objective and be necessary or desirable to promote
any or all of the following:

(@) competition in the electricity industry

(b) the reliable supply of electricity to consumers

(c) the efficient operation of the electricity industry

(d) the performance by the Authority of its functions

(e) any other matters specifically referred to in the Act as a matter for
inclusion in the Code.

6.5.2

Table 11 sets out an assessment of the proposed amendment against the

requirements of section 32(1) of the Act.

Table 11: Assessment of the proposed amendment against the requirements of

section 32(1) of the Act

Section 32(1) requirements:

Response

The proposed amendment is consistent with the Authority’s objective under section 15 of the Act,

which is as follows:

(@) to promote competition in, reliable supply by,
and the efficient operation of, the electricity
industry for the long-term benefit of
consumers

The proposal supports the Authority’s objectives
as outlined below. Where a response or
comment has been previously introduced in this
table it has not been repeated even if it could be
applied to another of the section 32(1)
requirements.

The proposed amendment is necessary or desirable to promote any or all of the following:

(@) competition in the electricity industry

The proposal promotes competition in the retalil
electricity market by enabling consumers to better
understand the magnitude of, and responsible
parties for, price changes for each of the
components of their electricity bill. This
accountability is expected to result in improved
consumer confidence in the retail market and
increased consumer engagement. Increased
consumer engagement will promote retail
competition.
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(b) the reliable supply of electricity to consumers | The proposal is neutral in terms of reliable supply.

The proposal promotes the efficient operation of

(c) the efficient operation of the electricity the retail market by reducing the transaction costs

industry

for consumers of making energy-related
investment decisions.

(d) the performance by the Authority of its The proposal will not materially affect the
functions Authority’s performance of its functions.

(e) any other matter specifically referred to in
this Act as a matter for inclusion in the Code.

The proposal will not materially affect any other
matter specifically referred to in the Act for
inclusion in the Code.

Q12.

Do you agree with the assessment of the proposed amendment
against the requirements of section 32(1) of the Act? If not, why not?

6.6

6.6.1

6.6.2

6.6.3

Assessment against the Code amendment
principles

When considering amendments to the Code, the Authority is required by
its Consultation Charter to have regard to the following Code amendment
principles, to the extent the Authority considers they are applicable.

Principle 1 — Lawfulness: The Authority and its advisory groups will only
consider amendments to the Code that are lawful and that are consistent
with the Act (and therefore consistent with the Authority’s statutory
objective and its obligations under the Act).

The Authority considers the proposal is lawful and consistent with the Act.
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Principle 2 — Clearly Identified Efficiency Gain or Market or Regulatory
Failure: Within the legal framework specified in Principle 1, the Authority
and its advisory groups will only consider using the Code to regulate
market activity when:

(a) it can be demonstrated that amendments to the Code will improve
the efficiency of the electricity® industry for the long-term benefit of
consumers;

(b) market failure is clearly identified, such as may arise from market
power, externalities, asymmetric information and prohibitive
transaction costs; or

(c) aproblem is created by the existing Code, which either requires an
amendment to the Code, or an amendment to the way in which the
Code is applied.

The Authority considers the proposal will clearly lead to improvements in
the efficiency of the electricity industry for the long-term benefit of
consumers. Such benefits will be achieved through dynamic efficiency
benefits from improved competition and operational efficiency benefits
from reduced transaction costs.

Principle 3 — Quantitative Assessment: When considering possible
amendments to the Code, the Authority and its advisory groups will ensure
disclosure of key assumptions and sensitivities, and use quantitative cost-
benefit analysis to assess long-term net benefits for consumers, although
the Authority recognises that quantitative analysis will not always be
possible. This approach means that competition and reliability are
assessed solely in regard to their economic efficiency effects. Particular
care will be taken to include dynamic efficiency effects in the assessment,
and the assessment will include sensitivity analysis when there is
uncertainty about key parameters.

The Authority has undertaken a quantitative costs benefit assessment
where possible. The benefits are expected to outweigh the costs. The
assessment is presented in section 6.3.

Q13.

Do you agree with the assessment against the Code amendment
principles? If not, why not?

35

Where efficiency refers to allocative, productive and dynamic efficiency, and improvements to efficiency

include, for example, a reduction in transaction costs or a reduction in the scope for disputes between industry
participants.
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Appendix A Format for submissions

Question | Question Submitter’s response

No.

Q1 Do you agree with the Authority’s view of
the role of transparency in promoting
competition? Please explain your answer.

Q2 Do you agree with the problem definition?
Please explain your answer.

Q3 Do you agree with the Authority’s
proposal? Please provide reasons to
support your answer.

Q4 Do you agree with the alternative options?

Q5 Are there any other options the Authority
should consider?

Q6 Do you have any comments on the
proposed Code amendment?

Q7 Do you have any comments on the draft
template?

Q8 Do you agree with the statement of the
objectives of the proposal? Please explain
your answer.

Q9 Do you agree with the assessment of the
costs and benefits of the proposal?

Q10 Are there any other costs or benefits that
should be included in the assessment?

Q11 Do you agree with the evaluation of the
alternative options? If not, why not?
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Q12 Do you agree with the assessment of the
proposed amendment against the
requirements of section 32(1) of the Act? If
not, why not?

Q13 Do you agree with the assessment against

the Code amendment principles? If not,
why not?
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Appendix B Background

B.1
B.1.1

B.1.2

B.1.3

B.1.4

B.1.5

History

For many years trust-owned distributors and customer advocates have
sought to require the separation of line charges on customer bills.*® They
stated that customers should know the reason for electricity bill increases,
and noted that there had been several cases of misleading explanations by
retailers as to the reason for bill increases.*’

Transparency of charge components was raised in 1994, when the
Electricity (Information Disclosure) Regulations 1994 included a
requirement for retailers (and distributors who directly invoiced consumers)
to publicly disclose, annually and within two months of a change in line
charges, the amount of the line charge and the basis on which that line
charge was calculated. However, the issue was so problematic and
confusing to customers that this part of the legislation was removed in 1999.

The issue was next included in the December 2000 Government Policy
Statement (GPS) as a component of domestic consumer contracts. In 2005,
the Electricity Commission (Commission) included separation of line and
energy charges in the proposed Model Domestic Contract. However,
retailers stated that feedback they received from their customers was that
simplicity and clarity were important features on bills, rather than a very
detailed breakdown of charge components. Retailers stated that bill
unbundling would not provide customers with additional information on
which customers could act, as consumers are not able to select retailer A’s
line charge offering and retailer’'s B energy offering.

Retailers also stated that bill unbundling would increase their costs (which
would result in higher prices to consumers) without a corresponding
increase in benefit to the consumer, and restrict their ability to offer
innovative products and services.

In 2007, the Commission undertook a cost benefit analysis to determine if it
would be possible to recommend that the Model Domestic Contract
Guidelines on separation of charges become a regulated requirement. It
found insufficient supporting evidence for regulation, due to the lack of
indication that customers would find the additional disclosure helpful. Also,
retailers would pass implementation costs on to customers and there were
other lower cost ways of providing this information to interested customers.

36

Specifically, WEL Energy Trust, Waitaki Power Trust, Network Tasman Trust, Counties Power Consumer

Trust, Energy Trusts of New Zealand, and Grey Power.

37

There have been successful Fair Trading Act cases in 2003 and 2004 brought against Meridian Energy,

TrustPower and Contact Energy relating to this issue.
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B.1.6

B.1.7

B.1.8

B.1.9

B.1.10

As a result, the Proposed Changes to Interposed Model Contracts (April
2008) consultation document proposed an option that would reduce the
disclosure requirement. The consultation document proposed that retailers:

(&) publish on their website details of the line and energy split for each
active “standard” tariff that they have available

(b) place notification on their invoices of exactly where consumers could
access the information on transparency of invoices

(c) atthe time of a tariff change, include within their correspondence to
customers the line and energy split of all of their rates.

In their submissions on the April 2008 consultation document, several
electricity distributor trusts stated that they were not supportive of the draft
proposals; they continued to support full separation of line charges on the
customer’s bill. Retailers also did not support the April 2008 proposals,
stating that:

(@) they would not provide useful information to customers

(b) would increase retailers costs, which would be passed through to
customers

(c) the additional complexity required would act as a barrier to
expansion/entry.

The Ministry of Consumer Affairs and Grey Power supported the April 2008
proposals, although Grey Power added that it would like the information to
be on the Commission’s website, in a format that was easy to understand.

The 2009 GPS required the Commission to ensure that concerns around
transparency of charge components were addressed in domestic consumer
contracts. On 12 November 2009, the Commission sought submissions on
options to address concerns about transparency of charge components on
consumer bills.

In April 2010 the Commission published a summary of submissions on the
consultation paper and the Commission’s responses to those submissions.
The Commission concluded that the scope of the project should be
broadened to identify and address unmet consumer information needs,
rather than just focussing on disclosure of bill components. However, as a
result of existing work commitments, the Commission considered it was
unlikely to make significant progress on this project before the proposed
transition of functions from the Commission to the Electricity Authority took
place on 1 October 2010. The Commission therefore recommended that the
Authority should undertake a project to identify and address consumer
information needs as part of its proposed function of market facilitation
through education and provision of information to consumers.
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Work undertaken by the Retail Advisory Group

The Authority added the ‘Disclosure of bill components’ project to its work
programme in 2012. This was in response to further requests from
consumer groups (for example Grey Power) and electricity network trusts
(for example, Top Energy Consumer Trust) to consider whether there
should be mandatory disclosure of the component parts of consumers’ bills.
In June 2012, the Authority asked the RAG to undertake this project.

The RAG considered the issues and problems relating to the disclosure of
bill components between April and May 2013. This led the RAG to request a
change to the project scope and title on the basis that the problem should
be more clearly defined before it identified potential solutions.

The RAG released an issues and options paper in August 2013 to seek
feedback about problems with the availability (or transparency) of
consumers’ electricity charge information. The RAG considered that
submissions received well represented participants’ views. However, due to
the limited number of submissions from consumers, the responses did not
provide a sufficient cross-section of consumer views to allow an informed
decision about the views of consumers about transparency. Consequently,
the RAG decided to undertake further research to obtain evidence of
consumers’ understanding and expectations for information about their
electricity charges.

On behalf of the RAG, the Authority engaged UMR to survey consumer
views. UMR completed the survey between October and November 2013
and comprised:

(&) qualitative research with six focus groups among consumers and Six
in-depth interviews among small business owners

(b) quantitative research based on a nationally representative sample of
1000 people. The design of the survey was heavily influenced by the
qualitative research.

Following consideration of the survey results, on 28 March 2014 the RAG
made the following recommendations to the Authority:

(@) the Authority should conduct a forum with retailers, distributors and
consumer representatives. The forum should discuss how the industry
could achieve wider consumer understanding of the regulated (lines
and transmission) versus competitive (energy) components of bills ,
without the additional costs or consumer irritation from bill separation
or unbundling

(b) the Authority should ensure that the scope of the retail data project
includes consideration of what actionable information is, and should
be, available to consumers. This information would be to assist
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B.3
B.3.1

B.3.2

B.4

B.4.1

B.4.2

consumers to understand their bills, to see what is driving price
changes and to make choices about their retailer

(c) the Authority should consider how to promote wider consumer
understanding of the regulated (lines and transmission) versus
competitive (energy) components of bills and the drivers of these.
Within this the Authority should consider how best to use its
independent position to focus media commentary and public debate

(d) the Authority should consider requiring standardised disclosure of
headline price movements across all retailers and lines companies, to
assist in removing consumer confusion and industry contradiction. In
particular, any such disclosure should make clear both the average
and the range of price movements, and affected number of customers,
within prescribed consumption bands. The RAG noted the Authority’s
recent announcement of an investigation into the clarity and accuracy
of industry communications to consumers regarding price movements.

Authority’s response to RAG’s recommendation

The Board considered the RAG’s recommendations on 9 April 2014. This
paper sets out the Authority’s response to the RAG’s recommendation,
which is to undertake a further round of consultation on a full range of
options.

In developing its response to the RAG’s recommendations, the Authority
has been cognisant of the fact that transparency of consumers’ electricity
charges has become particularly topical since early 2014. Media and
commentators have suggested different options to provide greater
‘transparency’ and to address confusion about the drivers of price changes.

Related Authority initiatives

Retail data project

The Authority’s work programme for 2013/14 includes a project to consider
issues with retail data (the retail data project).*® The primary purpose of the
retail data project is to promote competition in the electricity industry to
pursue the Authority’s aspiration of ‘widespread confidence in
competitiveness of markets’. Monitoring is also a statutory function of the
Authority and parts of the project will improve the Authority’s ability to
perform this function.

The retail data project will assess whether the following matters impede
competition and/or reduce confidence in the electricity sector, and will

38

Electricity Authority, 2013/14 work programme, Table C, project C8. The work programme is available at,

http://www.ea.qgovt.nz/dmsdocument/15241.

24 June 2014 1.10 p.m. 58 of 91 861544-9


http://www.ea.govt.nz/dmsdocument/15241

B.4.3

B.4.4

861544-9

Consultation Paper

consider options for addressing any barriers to competition, including
whether:

(@)

(b)

(©)

(d)

(e)

incomplete data available to the Authority and other stakeholders
about retail prices and the resulting costs to consumers is inhibiting
effective monitoring and analysis of the retail market

incomplete data available to consumers on retail tariff options and
consumption data is inhibiting consumers’ ability to make informed
decisions about electricity

the complexity and uncertainty that arises from a lack of good quality
information is adversely affecting consumers’ propensity to make
decisions about electricity (imposing a high cost of attention)

a lack of clarity around prices paid by consumers is leading to poor
consumer decisions and a lack of innovation by retailers and service
providers

a perception by consumers and observers that the existing market
arrangements, especially as they relate to retail matters, are not
delivering outcomes that are for the long-term benefit of consumers.

The focus of the improving transparency project is on retailer interactions
with customers, such as through their bills, letters, website etc. In contrast,
the retail data project is focused on providing consumers and others with
better access to retail data through a central portal to make it easier for
consumers to compare offerings across retailers.

As a result there is considerable alignment between the retail data project
and the objectives of greater transparency, including the following:

(@)

(b)

(©)

(d)

the proposed approach to price monitoring via the retail data project
will enable reporting on actual costs to consumers, including
separation of energy and distribution costs. This enhanced monitoring
should complement the initiatives discussed in this paper

the proposed development of a tariff database and energy service
provider trial should provide consumers with access to better, more
independent, information (and by inference greater clarity) about the
different retail offerings

energy service providers will be encouraged to compete to provide the
most useful service to consumers, which is likely to include
transparent, easy to understand pricing

similarly, competition between energy service providers should drive
changes to retailer offerings in order to attract customers via the
energy service providers
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B.4.5

B.4.6

B.4.7

B.4.8

B.4.9

B.4.10

B.4.11

(e) providing consumers with easier access to their consumption data
should allow consumers (or service providers on their behalf) to ‘test’
changes in retail and distribution tariffs in order to get specific
information about how price changes will affect them.

Separately and in combination, these features of the retail data project are
expected to improve transparency of prices and price changes, and thereby
contribute to improved consumer understanding and perception of market
arrangements.

A key purpose of the retail data project is to provide actionable information
to consumers about their electricity costs and consumption. A key aspect of
actionable information is the ability to reduce the complexity of a set of
information to a form that enables a decision.

Consumers are far more likely to make decisions about a service when
faced with changes in the service being provided. An obvious case of this is
when price changes are implemented. Therefore, in order to be successful,
the retail data project will need to be able to assist consumers to
understand the impact of price changes. As such the retail data project
shares some of its objectives with the improving transparency project.

Price check work

During March 2014 when retail companies announced the annual increases
in network charges, there was a high level of media coverage which
included conflicting claims from retailers and distribution companies.

A precondition for efficient and competitive markets is accurate information
that reflects the underlying economic reality. The situation that developed
during March 2014 meant that retail consumers faced conflicting information
about the source and likely size of price increases. This experience has the
obvious potential to inhibit efficiency and competition in the retail market.

As a result, the Authority undertook an enquiry to check the accuracy of the
claims made by the retailers and distribution companies.

In summary, the enquiry found:*

(@) in all cases, communication between retailers and consumers was
very transparent

(b) the media statements by the various parties contained conflicting
information about the sources and sizes of retail price increases. The
sources of such conflicting information were:

() different methodologies used to make calculations

39

The price check review report can be found at: https://www.ea.govt.nz/monitoring/enquiries-reviews-and-

investigations/2014/retail-price-check.
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(i) calculations made on different subsets of consumers.

B.4.12 The Authority decided that concerns about conflicting information in media
statements would be addressed as part of this project on improving
transparency.
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Appendix C Proposed amendment

The proposed Code amendments are as follows:

Part 11

Registry and consumer information management

11.1 Contents of this Part

This Part—

(@) provides for the management of information held by the registry; and

(b) prescribes a process for switching customers and embedded generators between
traders; and

(©) prescribes a process for a distributor to change the record in the registry of an ICP
so that the ICP is recorded as being usually connected to an NSP in the distributor’s
network; and

(d) prescribes a process for switching responsibility for metering installations for ICPs
between metering equipment providers; and

(e) prescribes a process for dealing with retailer events of default:; and

() prescribes information that a retailer must provide to consumers if the retailer or a
distributor changes a tariff rate for the consumer.

Information about tariff rate changes

11.37 Consumers to be advised of tariff rate changes

(1) Subiject to clause 11.38, this clause applies when—
(a) a retailer changes the tariff rate it charges to 1 or more of its consumers; or
(b) a distributor changes the tariff rate it charges to 1 or more of the consumers

connected to its network.

(2) When this clause applies, the retailer of a consumer that is affected by the tariff rate
change must clearly explain the nature of the tariff rate change to the consumer, using
the form set out in Schedule 11.6.

(3) Despite subclause (2), a retailer must not explain the nature of a distributor’s tariff

rate change to a consumer if—
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(a) the distributor has 1 or more consumers connected to its network to whom
the distributor sends accounts for line function services directly; and

(b) the distributor has already explained to the consumers affected by the tariff
change the nature of the tariff rate change, using the form set out in Schedule
11.6.

(4) To avoid doubt, a retailer is not required to give an explanation under this clause if
the tariff rate change results from the consumer changing pricing plans.

11.38 When explanation must be sent

(1) A retailer must send the explanation required under clause 11.37 at least 30 days
before the tariff rate change takes effect.

(2) If a distributor sends an explanation to its consumers under clause 11.37(3)(b), it
must send the explanation at least 30 days before the tariff rate change takes effect.

11.39 Retailer not to change tariff rate without providing explanation

A retailer must not invoice a consumer at a tariff rate that has changed from the tariff rate
that was used in the consumer’s previous invoice, unless the consumer has received an
explanation of the tariff rate change in accordance with clauses 11.37(2) and 11.38(1).

11.40 Distributor tariff rate change explanation to align with information provided
under Commerce Act

(1) This clause applies when a retailer provides an explanation of a distributor’s tariff
rate change under clause 11.37(2).

(2) When this clause applies, the retailer must ensure that the explanation of the tariff rate
change provided to a consumer is consistent with the information the distributor is
required to publicly disclose for the purposes of a determination made under Part 4 of
the Commerce Act 1986.

11.41 Requirement to consult on media releases

(1) A retailer must consult with a distributor if—

(a) the retailer intends to make a media release in relation to a tariff rate change;
and

(b) the tariff rate change will affect a consumer on the distributor’s network.
(2) A distributor must consult with a retailer if—
(a) the distributor intends to make a media release in relation to a tariff rate

change; and
(b) the tariff rate change will affect one of the retailer’s consumers.
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Schedule 11.6 cl11.37
Explanation of tariff rate change

[To be added — refer Appendix E]
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Appendix D Electricity Network Association Article

Source: Electricity Network Association Issue 327, February — March 2014
Newsletter, p.5.

Orion’s chief executive among many frustrated by price increase
spin

Many ENA members are annoyed at the apparent campaign by some gentailers to
shift the debate around market reform to one on reforming the distribution
industry. Most recently this has also generated a number of claims implying that
retail price increases are just the result of changes in distribution and Transpower
charges. The following note from Orion Chief Executive Rob Jamieson
encapsulates this:

“As a customer, I received an email offer from Genesis that commenced;

'With network costs changing in your region, now's the perfect time to lock
in certainty around your electricity prices for two years.”

There followed a set of prices that equated to a 9.5% retail price increase. This
is despite publicity that outlined our network increase impact as 3% plus 1 % for
Transpower. A spokesperson for that retailer then was quoted in a local
newspaper:

He said much of the increase was due to lines company Orion being allowed
by the Commerce Commission to substantially increase its prices. Genesis
was passing that on in its prices. But he could not say how much of
Genesis’ increase was passing on QOrion’s increase and how much was its
own. Qrion’s higher prices start being charged on April 1. "There may be a
small amount in there for our own costs that are also increasing” [Genesis”
spokesperson Richard] Gordon admitted.

A subsequent report in the same paper highlighted the difference in the figures;

So it appears the remaining 5.5 percentage points of the 9.5 percent
increase is the increase in Genesis’ prices. Spokesman Richard Gordon said
last week Genesis” increase was a small part of the overall increase but it
appears to be more than half of the 9.5 per cent rise. Gordon said
vesterday that Genesis had to cover its rising costs but he could not detail
those. "I'm not going to go through them one by one. There are cost
increases we are facing and they have to be recovered”.

In March, as a customer I received notification of a price increase from Genesis
(about 7.5% on variable prices and 1% fixed price), two paragraphs of which
state;

Your bill reflects a variety of costs, including generation and transmission
costs, metering charges and our own business cost.

Some of these costs are set charges that we pass on to you, such as those
from your local network company Orion, those related to distribution and
other charges. Unfortunately we are unable to influence how much these
costs change.

The only reference to “changes” in costs is in a paragraph dedicated to Orion.
I'm sure that readers can reach their own conclusions”
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Appendix E lllustration of potential price change notification

Price change notification - page 1
The following price change notification is provided in accordance with sections 11.37 ta 11.40 of the Electricity Industry Participation Code.
All prices stated are GST inclusive.

Connection address: 60 AB Sample Road Price change notification provided by: Retailer A
Sample Suburb
AKL ICP number: 1234567890AB12
A change to one or more tariff rates for the above address and ICP number will become effective on: 1 July 2015

Based on your last 12 months' electicity consumption, en estimation of the annual price change is provided below.
Further detail is provided on Page 2 of this price change notification.

Total estimated $ change per annum: E 36.19 |

Total estimated % change per annum: [ 1.47%|

The price change consists of the following estimated annual changes to each compaonent:

Organisation Website Phone number
Retail: Retailer A http://www.retailera.co.nz/ 0800 123 456
1.98%
Distribution: 3 21.56 Distributor B http://www.distributorb.com/ 0800 987 654

1.25%
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Price change notification - page 2
The following price change notification is provided in accordance with sections 11.37 to 11.40 of the Electricity industry Participation Code.
All prices stated are G5T inclusive.

Connection address: 60 AB Sample Road Price change effective on: 1 July 2015
Sample Suburb
AKL Price change disclosure statement provided by: Retailer A

ICP number: 1234567890AB12

Previous New Price Previous annual New annual
Provider Tariff rate Units price price  increase Estimated units charge charge

Retail Retailer A All Day Electricity Rate - Uncontrolled c/kWh 8.06 8.2 1.7% 4188 s 33755 § 343.42
All Day Electricity Rate - Controlled ¢/kWh .06 8.2 1.7% 1464 5 118.00 5 120.05

All Day Electricity Rate - Night ¢/kWh 2.06 8.2 1.7% 2712 5 21859 §  222.38

Electricity Authority Residential consumer c/day 17 17.8 4.7% 365 S 62.05 5 64.97

Estimated retail 5 change per annum  $ 14.63
Estimated retail % change per annum 1.99%

Distribution Distributor B Variable charge - Uncontrolled c/kWh 8.87 8.93 0.7% 4188 s 37148 § 373.99
Variable charge - Controlled ¢/kWh 4.44 4.6 3.6% 1464 ] 65.00 S 67.34

Variable charge - Night c/kWh 2.22 2.3 3.6% 2712 S 60.21 S 62.38

Invoice delivery rate c/kwh 0.2 0.2 0.0% 8364 ] 1673 & 16.73

Daily charge c/day 57.51 58.2 1.2% 365 s 209.91 S 212.43

Billing and Admin rate c/day &0 60.5 0.8% 365 S 219.00 S 220.83

Metering Rate c/day 30 30.5 1.7% 365 5 109.50 5§ 111.33

Transpower Transmission ¢/kWh 8 8.1 1.3% 8364 5 669.12 S 677.48

Estimated distribution 5 change per annum & 21.56
Estimated distribution % change per annum 1.25%
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Appendix F Sample bills

Contact Energy

Account Details Page 2 of 3

(Mmum Mo, 113456781 l])—

From 04 1an 07 15 0% Feb 01 {37 Days)

Prévrziis

ELECTRICITY CHARGES FOR 2 THOMPEON ROAD NEW LYNN AUCKLA

Ml Present Units Mater Ereraqe Daily B
Hunber Etinale Reading Led Whgliiplie Corigrplian
A T, : . TEHIS -1 1 A%

ECONOMY VARIABLE =53 KWh @ 8.1 CRnts per KWh 5235
ECONOMY VARIABLE B LR 8.2 CEAE pbf KWh 11034
DAILY FIXED CHARGE 37 Day W $11228 perday $41.54
Rounding §0.04
GaT 1136
TOTAL ELECTRICITY CHARGES 3017

N
{IL‘.F COODZI301ZUN-A52 }—

GAS CHARGES FOR @ THOMPSON ROAD NEW LYNN AUCKLAND
From 04 1an 07 10 0% Feb 01 {37 Days)

Meter

FrEw 0w Freseat Rinis et Lovieryian
Plu=ther Evnimane Reading Liad Mubizler Facnze”
BIFOTAAT 1 117 15 1 ) 105576

* by ot raacem R 100 DL = WK b (18 421} Aot 3201 {1 000E] o g b r (090300 FHw
rEne ==

ICP OCO0ZAI2110T.4A0

Igtal Consunpiday
L oagur pion Thes Perayd
148 4.736E

s T CRaen e (1 G 8

® sty Dot st Fadh i i M S350 LFHT

Start Smart Tasdl 176 kwh & 814 cends per kWh 114,33

Start Smart By Chg 3 DAy & FLO0 cents porday 37,77

3T 5176

TOTAL GAS CHARGES $24.86
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YOUR ACCOUNT
MUMBER

YOUR ICP
NUMBER

861544-9



Consultation Paper

Account Details Page 1 of 2 Account Ne, 123456789

|CP Number

ACTUAL ELECTRICITY CHARGES FOR

From 63 Febls 11 ta 01 Mar 11 (27 days) ICF 000123466UN-025

Meter types Uned Mungliee  Gonmmption
iy I 933

Anytime @ 21.306  cents par kWh $51r.30

Anytime 93 Ewh @ 11843 cents per Eivh 1.3

e Meber Continuous 16 Days @ f1in per Day §30.45

QAT £1058,57

TOTAL ELECTRICITY CHARGES £809.34

OTHER CHARGES FOR 1 SWITCHME ST, SWITCHVILLE

Elpctricity Commission Lewy 2520 EWh @ 0,186 per EWh §4.60
5T S0UFn
TOTAL OTHER CHARGES $5.39

Choose the best payment option for you...

Internet & telephone banking ) ) o
Youl can S&Lus up a8 & bill payes vilth the following details: Qur bank accoust Contact Energy Limibed,

aur account numbar; 03-080F 01 23839-03. Please use your 10 digit eresgy sccount number as a reference number.

Direct Debit ard Smocthpay _ .
Direct Debit is the easiest way ta pay your bill and enswres you get youn prompt paymant discount every time, and with
Smaoothpay you pay a regular set amount thresghout the year, smocthing cat the highs and lows of your enargy bill.

Other wliu to pay . .
Yo can alse pay your bill by credit card, posting us & cheque, of in parson st any PosiShop culer or Westpac branch,

Find out more about our payment options, visl contactenengy. oo, medaystopay or call 2040 B0 5000,

If you have a complaint...

We welcome customer feedback, I you hive 3 complaint. please contact s on 0200 B0 9000 or email help@cantactenengy,co.nz
to use pisr Free complaint service. I we cannot rescie your complaint, you cam contact the Electricity and Gas Complamis
Commission's free and independent sarvice on 0800 23 3340 or go to weesegeomplamis.co.ne
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Energy Online

Customer Mo. S00S00

Acopunt Ersguiries 0800 0S5 400

Fax 0 351 2159
Faults Number Q800 oo

Email helpfienergpenling. e ne
Invoke Date 15 Decermier D006

Sratementinvece N JTEHESR

Paying your account by Direct Debit always ensures

r!: 2 0 00

Mr A B Cea |
122 High St your papments are made on bime, and s easy o
<= Fig sal g, To arFange payments by Direct Debdl, call
Hillerest our Customer Services Team on 0800 DSSI00 or
1000 send an email te belp@enarproaling co.ne
E 15 Mov 2006 Opening Balarce $107.20 __u
f 23 Now 2006  Payments Reccived {thank you] ~456.48
B *3 Mow 2006  Prompl Paymsent Discount “H10.72
E, Balance Before Current Charges F 0.00 |
Electrizity Charges (see usage details) 392,70 |
Pl sum e smm e e GET § 11,59 _n
i
Histaeical Usage Information Currant Charges Dua 03-Jan-2007 5 104.29 ]
Fraviges 12 menths Usage 6972 ks Total Amount Due % 104.29
Avge Dadty Usage 19 kivrs Lews prompt puryrmant discount IF pald by 3 -Jn-2067 § 1043
Ewge M Bl §104.7 GET
[ Ao Honihly B $104.73 &0t G5 Total Amount Due if paid by 03-Jan-2007 5 93.86

This inwoloe containg partiaily or wholly estimated consamption - for
meore Iaformation please call GBOD 086 400

Electricity Usage Details
u 133 High Slreqt, ICP TLIFASETARAB1D, Bilkag genod 1511708 f6 L&7 12/ 08
I iLers it LasL Actual Repd Laat Bl | Tk Wil |Urens iead | Meitipher [unins usea| 5 Bace | 8 Tooal
aily Charge an 30| $0, 5400 19,20
LA P pd e EESELTEL U RN L] SEET RLTL 48| 40 i 240| §0.07E%  H41.40
Costrofed 13345678 U7 Det o8 FFT T ELTH S736| 26l L Fe1) g0, 02%00  £3F,10
Sul-10ta! i dilg ” ” | | | I R
L5 3 BL5E
Tonal far sita inchidng 65T B oA d9
LSS 16% pe0mpn Sa el GiaC0wAL T pae e 8 3-2an- 2007 + adal
Totsl Tor sita i paid By dua &xta & LB
PR T DL PR el i el B DAy Do L33 RO B 2200 DR, deatilie'al
H-EMIH-.MEM“E Fhppter G0 nad Fosd or taces the churcus oo e uo. Foer g9 red weed e
Total Amount Due if pald by 03-Jan-2007 % 104.29
Tezal Arsunt Qu if gaid after 03-1an-2007 + SREL
Mr A I Cee k-
Customer No, S00530 [Ple a4 WriDE Amgaird Fad)
FRIERG —
CO05 s v == CORDETEREE0E COGOZ43A Q005 = === C2473 BOOOOO === =5

24 June 2014 1.10 p.m.
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Genesis Energy

GELAZ 30000000007 000014585

M GEAC 0000000000 (00014525

Vo b

- Geregs Enegy Limibes
genesis e
Wal Cen
ENERGY Moot 3240
0800 300 400
Froefax 0300 110 999
genesisenergy <o ng
Iinfoligenesisenscyy con
MR A B SAMPLE Our Contact Centre hours are
SAMPLE ADDRESS1 onchy o Eridiy ki o Syre
SAMPLE ADDRESS2
SAMPLE ADDRESS3
SAMPLE ADDRESS4 0624
COPY OF ORIGINAL INVOICE
OYour Dual Fuel Account - Actual Reading
Summary of Payments Since Your Last Account
Closing Balance of Your Last Account S 714.60
Payments Recenved - Thank You! s 71460 ¢cr
Opening Balance S 0.00
Current Account SUMMArY (ufer o for dotste)
@D 9 curenteiecricy Crarges $ 13630
@D A curentriatural Gas Charges s BB
o Prompt Payment Discount $ 1676 cr
Total Amount Due $167.63
OF paid ofter due dete 28 Apr 2012)
Discounted Amount Due

(f pald by due date 28 Ape 2012)

$150.87

Vo b

genesis

ENERGY
Your Consumer Number
300 000 0000
MR A B SAMPLE
SAMPLE ADDRESS1
SAMPLE ADDRESS2

SAMPLE ADDRESS)
SAMFLE ADDRESSS 0624

Statemaent Number
300000000

iaaon

861544-9

*003000000000w 0000000000

Total Current GST Content $21.87 (refer over for details)
Total Current GST Content After Prompt Payment Discount $19.48

GST s colculatod 00 oach sepamie choeps. Diacownts only apply whan totsl
el el pocount payment s recenved by the duo dase

If it's sosier, you can pay us via intemet banking .

Please use the folowwng detels
Bank: Westpac, Lambion

Quary
Bank Account Number: 03.0802.0244320.000

Account Name: Genesis Energy
Reference Code: 3000000000

Consultation Paper

pase |

Your Consumer Number
300 000 0000

Customer Service
0800 300 400

Account Date
9 Apr 2012

Due Date
28 Apr 2012

GST Tax Invoice/Staternent
Staternent Number

300000000

GST Number
71-067-769

Brownie Pointso

Balance as at
9 Aprit 2012
-

To redeem Brownie Points
Visit genesisenergyco.nz
and log in to My Account
1o select your reward.

5
s
NG
9

Save all
around
the house.

So0 our curent oifers o

gycar

TUDTE G A e

This is a copy of the
original remittance slip
Please detach when
making payment

o’foldAmounlDuo

Discounted Amount Due
1M paid by due date 78 Apy 20012)

Amount Paid

71 0f 91

167.63
150.87

[ s

HS00000 AL 58S5

24 June 2014 1.10 p.m.
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paoe 2
M Your Consumer Number
300 000 0000

genesis @ | oegsmc

ENERGY

@D 7 1o 0000000000UN-946

HHHUD!O o

O Dec Feb  Apr
Nov  Jn M May

For eloctricity supply at SAMPLE STREET, SAMPLE SUBURS, SAMPLE CITY
Covers the 32 day pesiod from 8 Mar 2012 10 8 Apr 2012

9 Current Electricity Usage Your meter was read on 8 Apr 2012

o Meter  Previous  Current Read Units Rate Tomal
Number  Reading  Reading Type Used

Housdﬂdhwm QBADIG219 22316 22695 Actusl INe 2313 clum 8766

Dady Fixed Charge S2das @ 91.00 c/dey 2012

Sub Tetal 116.78

GST 17.52

TOTAL CURRENT ELECTRICITY CHARGES S 13430

ovwmMobccmwcwlavnblngpomdomamm“mmm.

Scroll down for
further information

&P Thank you for your payment.

Please make choguo paye 10 Genesis Energy. Pleaso retum thes portion with your payment n

the reply paid envelope or post to Private Bag 39999, Wellington Mail Centre, Lower Hutt 5045

arvice or wish to lodge a complaint, plesse cal us
Or you can omall us at customercomplaint

# we are unoble to re
provided by the Ele ity and Gas Complaints Commission on 08

ohvet your complant, you can also call the free

wependent dispute resclution service
22 33 40 or vist www.ogcomplants.co nz

24 June 2014 1.10 p.m. 72 of 91 861544-9
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pasz 3
ﬂ\ Your Consumer Number
300 000 0000
genesis @& oo

ENERGY
&,
2 @& > 1o 60000000000T-Ca8

flanil o
sttt

For natural gos supply ot SAMPLE STREET, SAMPLE SUBURB. SAMPLE CITY
Caovers the 29 day period from 11 Mar 2012 10 8 Apr 2012

Q Current Natural Gas Usage Your metor wos read on 8 Apr 2012
o Meter  Previous  Current Read Volume X Meter X Caorifc = Energy
Numier Readng  Reading Type  Used Factor Value
) (kW M (kWh)
284061 o 7 Actusl 7 10145 11.3439 8
Energy Rate Teotal
Coevanience Variable 81 MW 7.1400 /et 578
Dody Fixed Chargo Ddays  H0.0000 c/dwy 0™ '
Sub Total 28.98
oST 435
TOTAL CURRENT NATURAL GAS CHARGES $ 3333 E

Your average dody noturnl gas cost for this biling pecod excluding dscount is $0.96 incl GST.

E Other Transactions o

1 Apr 2012 Genesis Oncology Donation 200
Sub Tetal 200
(234 000
$ 200
_
9 Payments Since Your Last Account o
7 Mar 2012 DIRECT CREDIT 357.40 cr
10 Mar 2012 DIRECT CREDIT 35720 ¢r
TOTAL PAYMENTS RECEIVED (INCL 65T) $ Tab0cer
4
. Brownie Points o
Opening B ie Points Bat 1300 pts
4 Mar 2012 Thanks! You paid your bill on time. Statement #100837696 10 pts
4 Mar 2012 Your everyday usage camed points. Statement #100837696 30 pts
4 Mar 2012 You're combining electricity & natursd gas on Dual Fuel 80 pts
4 Mar 2012 You sived trees by getting your bill electronicaly 50 pts
31 Mar 2012 You saved trees by getting your bill electronically. 50 pts
31 Mar 2012 You're combinng electricty & natural gas cn Dusl Fuel 80 ptn
Brownie Points due to expire an 31 August 2012 310 sis
CLOSING BROWNIE POINTS BALANCE AS AT 31 MARCH 2012 1600 pts

861544-9 73 0f 91 24 June 2014 1.10 p.m.
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Grey Power

HOW TO READ YOUR BILL

Power
Electricity

Grey

[—> Joe Bloggs
60 AB Sample Road
YOUR DETAILS Sample Suburb
Account holder name Aucriand 2014
and postal address we
have for this account.
[ Your A y
YOUR ACCOUNT Total amount from 15 November 2013
SUMMARY Payments and Credits this Period
Your Account

Summary shows the
total balance to pay
and the due date
(Total Amount Due).

|

YOUR KWH HISTORY
This graph shows your
KWh history, or how much
power you have used
over a certain period. You
will be able to see which
months were based on
Actual readings and which
months’ were Estimates.

R ——————

WINmnwnmm v

Total Balance From Previous

Current Invoice Charges (see overleaf for details)

Total Amount Due by 27th December 2013

Your kwh History

Statement / Tax Invoice:

ACTUAL ACCOUNT

Invoice Date: 10 December 2013

Your

Grey Power Plan

$315.66
-$150.95
16471

$160.97

$325.68

t

Thank you, you have been
a valued customer since
July 2013

Your Status:

& Standard User

4 SmoothPay

@ Price Protection

[ Online Discount

& Transparent Billing
] _Direct Debit Discount

e

A

o
Nov-12 Dec-12. 28013 FeBA3 MER13 Apnad, May13 X3 2813

W At

A1y

117 Estmate

Sep-13 Oct-13

Your Customer

Service Team

Fax:
09 378 4405
Faults: e
0800 473 976

Payment Advice
Retum this section with payment

Total Amount due by 27/12/13 Amount $32568 [ |

Pay at your local New Zealand Post retad outiet

| 111111 Tt )

BARCODE

If you choose to pay at
your local NZ Post this is
the barcode they will use
to locate your account.

PLEASE NOTE:

This is a sample barcode
ONLY; it is not to be
used to make any
payments towards

your power account.

24 June 2014 1.10 p.m.

Grey

Account No: 1234567

Power
Electricity

Consumer No: 1234567890

PO Box 10044, Dominion Road, Auckland 1446 www.greypowerelectricity.co.nz

74 of 91

CONSUMER
NUMBER

Your 10-digit Consumer
Number helps us to
identify your account

in our system.

READ TYPE

This shows whether
your bill is based on an
Actual or Estimate read.

YOUR PLAN
DETAILS

This section shows you
the benefits you have
chosen on your Grey
Power Plan.

Please note - if you
have chosen to sign up
to SmoothPay, this box
will be ticked.

TOTAL AMOUNT DUE
This is the total amount
you need to pay by the
date provided.

YOUR CUSTOMER
SERVICE TEAM
You can contact us by
using these details.

ELECTRICITY
FAULTS

If you have any

issues with your
power supply please
call us on this number.

PAYMENT

BY CHEQUE

If you are paying

by cheque, use this
detachable remittance
slip and send it back
to us.

PAYMENT BY DIRECT DEBIT

If you pay by direct debit this slip will say
“Direct Debit” and the amount due will be
deducted from your account automatically.

861544-9
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G P Statement /
rey rower
Electricity
SUPPLY - METERING
ADDRESS 5 Detailed invoice for: 60 AB Sample Road, Sample Suburb, AKL 251;“:1-(_’5
The address we Fovlhapenodm 14/1172013 to 101122013 etalle
Electricity - St Coul P s ab
supply and the e it e bt description of your
billing period for meter(s).
this invoi B ICP Number.
IS Invoice. Quantity Rate (cents) 'rml ! An ICP beri
R0 Day Elecity Rate - Unconirlled 203KWh 8,080 $16.36 Reading: 85600 e AN ILFNUMberis
All Day Eloctnﬁy Rate - co;um 14; m g.g :; ‘a':7s7 assigned by your
Al Day Electricity Rate - Controlied 12 ,080_ . Read: 55603 ;
Al Day Electricity Rate - Night 226 kWh il S 1522 . Lines Network to
TeaiE ) o help identify each
nergy g U Motor Number: 0020746/1 metering point on
Previous Reading: 32870
v Rt st Sies | your property
s ; y < cum m 33016 W)
> Your lines network is Counties Power Ltd . n {0 wmm :Eulrmn‘“
counm Daily Charge
< - This graph shows you
Totai Spocial Fees g = $0.00 <— a breakdown of the
charges which make
GST at 15% $20.99 i
Current Invoice Charges (including GST) $160.97 up your bill
Payments and Credits this period W Emergy 40.103%
Item Date Total L mum
Payment ~THANK YOU 2711172013 -$150.95 B eiedag STAN
Total -$150.95 PAYMENT
OPTIONS
We offer a variety of
How to. Pny Your Account payment options to
; it your needs. For
and pay your © Chogque. Attach your cheque 1o the payment siip and post to  €—— SUI YO R =3
bill mmm Yw willaiso receive a discount every month Puise Energy, PO Box 10044, Auckland 1446, more information visit
byduanqdhlﬁdihluyour payment option. our website at .
@ Westpac Branch. Mﬂc bank account number is How to register an official complaint about it
os-mzmzaomoo Please use your consumer number as. our service greypowerelectncaty.co.nz
.mwﬂhanymltyovmah Pulse Energy is set mwm
wmmmnmwmmmmm
i as. :k :::-lo‘dlﬂ payee within all major bank intemet and e e A COMPLAINTS
y mwwmemm Complaints Com If you have a
© Crodit Card. To pay by cred®t card, call our customer service on 0800 22 33 40 or visit www.egcomplaints.co.nz. — 3
team on 0800 473 976. I complaint we have
1 not been able to
address, you can use
these contact details.
YOUR BILL

An outline of your electricity usage (rates are exclusive of GST) from a certain billing period.
This is divided up into three sections so you know what you are paying for:

* Energy
What Grey Power Electricity charges you for your electricity.

* Delivery
This is all charges related to the delivery of your electricity and includes:
Network Charges, Metering, Billing and Administration, and the Electricity Authority Levy.

* Special Fees & Promotions
Any promotional credits or fees on your account will appear in this section.

-

Gre Power PO Box 10044, Dominion Road, Auckland 1446
Freephone 0800 473 976 Fax +64 9 378 4405

Electr iCity www.greypowerelectricity.co.nz
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Just Energy

I—-—

YOUR DETAILS
The acoount Folcers’
sarme, and the
poatal adrirass

Statemant | Tax Invoice
O Py b &7 981 TR

CRERREEE R LR

Taurnegs 1704

Thepotn aicress i no! Page 1 043
AR Eh S &
the Dropary bovg diled 5T ENERGS
Binee pou’ sl stmemant ¥
FVIRGDT  Provious sousni Salanoe e ] VIS
IOTRCDN Y Dmpmpst . TolAM WO S1e890 Batersuni Humbas
I Dilancs it L auummtumnu
YOUR BALANCE - £ hram TRATYHHA
The balance on sour L DT g - Mo ovoriser o Com, 1063
._mm: af the e the SET a1 15% 17 83
inoice was jenarated, Discount for prempl paymont of 0% 167
and may induds Aems
e Bl b Bas if Savmest rectves b | 2OV 372 99—
chargosor srodits, (Blaliaricay gy H paprranl recakved aler TROEZ011 a0 a7
[
BALAMCE TO PAY
Thaamount in pey, i
Pyt & recahvd T
alter the due dite
Payment acvice e we e |5
il G St Iust
T e
YOUR PAYMENT FRONET PAYWENT OFRON el TS i VLB TR, LRSTRI AL AGCHER 1A
Dlee it 1H0A0E
ADVIGE SLIP e ik
L inca i e HOH-MECOUNT PAYMENT CPTIH Aerun 28657 1 e
mezking paymean: OTHER PAYWIENT MACUNT 5 il
by cheque e
Latempi Furbe
'/ 1234587
Y\~ 3
Jjus
PO B 0044, Dovvinion P, Akl 14480
Fresphone 0508 687 B1E Fax +64 0 378 4405
24 June 2014 1.10 p.m. 76 of 91
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QLR DETAILS

Our contact detals,

In casa you nead to get
In touch with s,

YOUR CONSUMER
HNUMBER

Each ol your properies
will hone @ ungue
EOFRIIAE N imiher

YOUR STATEMENT
NUMEBER

Thi urique idertifies
o this statmmer;,

STATEMENT DATE
Thia charle T invcice
wikd perinfed,

BALANCE TO PAY
Tha armount o pay, T
peayment is reseived by
Ihvea oy dizlbe,

ELECTRICITY
FAULTS

Should wou suspact that
v s a8 Rl oo i1 ycme
haren ng pevedn pPoass
all this numiber first

861544-9
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¥YOUR ACCOLNT
HUMEER
This number is Four Erret Trnsartioos
iddartifiar and wil P 455" (=
paneraly be same on Acccurt Rumtes FTH —f\lust
have with us
P 262
SUPPLY ADDRESS - ELECTRETY
The physical sddiess Syt | - 28Hey Ited, Fled Tewn, Taswga
m“mm WOl TS 13 e | O VD AR TENT T T LT OB T
inwolce Sowers. D A PRI 110, Pilvind (M. Bl mdefbiod | o | e
Ml Morreser Ragdiea Privioas Rasd Tvoe Currar Raadieg. Curen e Tvee
CRFIE ] 12833 Atuil el ERELY | At el
T:LMIEE*::HEE T o Rt 1
; ‘ackor Varisbla - Il o 57100 s | W HAs CUHHENT USAaGE
mew Wartee ity Frued Frarpa k2] R N b Ay 44 A This ia U el
latest reading). Evmrypdng Sarvms aridbla Ikt £ 1180060 ot i [T : A
L Ly ] 30 et 1 iy oo moading and read typo
Enmcraity ety Lewy 0 L0 v | £11 8 e thiis ik
Subrioasl FLE
|
REVERE OOl Total et Surmn Charges PREVIOUS USAGE
IDEMTIFIER This iss e
This is your universal 4 reciling ond reacityps
connestion icanifie i e b s
assigred fo your
PFoperty by the
Elctricity Autherity.
YOUR METEFR
NUMEER(S)
Thits fiuribyr icind fies
tha reeden(s) which you THIS MONTH'S
ang being inegiced Tor CHARGES
This ia he 1okl current
charge:_ halons GST
Fayman. opions
mkhmwm;mw-nmnm:nlm Pt wi you 11 S Dtwiarte v @i o Seleinte fusber -‘__I
Wi sy copmasin W maks. busd Fnenry i ofe as s orodoedsd cevss asthin all nalon bank inlemed and sdabank roviesa. For
e CourThed pilrywesnh b lowrnl Bl 00 Aol Bl i A'eS s, wia or Faibenl ioound 38081 Lidia0s-00e. Puasde W ina "'wn PAYMENT
e OPTIONS
V100 R [P O vt T (Dl Cyf QW Q0N b COVRRCT LS P 0 MY, Do (MCWPOR] o VST O et TRIS DRIS yOu v 10
LT pay your Gill,
Fapibhass and comaele:
W midoms por leedbich. Nydes hir afy Sndeio loul tof v o with 1S bdge a SORplan]. Phics Sofued w &0
O DET B0 e w e w1 W L e e v e MY UL T
i o vty ] Rl w4 Lo [ Ao 0he P CONTY, i, P COVRC] Do fime sebeqeeraier drigude Rosaleie porvoe
pavtriad by B Flackiriyand fsn Carrolabes Correndsien o OO0 72 00 40 e vinl s sgrormginini o, 0
CHARGES

T o g on your acsurt, whics will ety incioede:

al Daity Fixad Charges — You will see one et o daly fxed changis, The daiyv
fized cherga |5 noemaly 581 N0 S0 Rats, 50 Y0U Can Soe acty whan
YOUT TIORY 15 Qoing, T sl paed 15 N mush e Bacal Ines Compiy”
charga you per doy jahavwn on the exsmgle  “feclor Daily Fed
Chaarpe™] The sacasd & haw i we heour retaler) & aanme vou per day
(Ehann on the ecample &5 “Evaryday Saver Daily Fiosd Charge).

(Yol Variaible Charges - You will have ona st of valabla e
mete’ bang billed. ke the daly &xed chargs, each of tha vasisbi chargss
0 pur sccour: B aplE in twe, The fiat part i how mach e ocal lires
comparr" changgs poupe unt (kivh] {shown on the eeemple 1S “Wedior
Varkaise - Inchusive®). The second pan ko much we [y nise?)
CNAME YOU BBr NI [SN0WN O TNE BXAMpha 15 “EVENyGIy SAVEr VIfane -

mmnmwutnamﬂhmw'ﬂmﬁymm
Ly, I IS SMOUM Gl i changs wanis oaperang o0 how many K of
et ity yeu u,

1 Mhe ocdl Lires Coermpmesy sere aril rmainisia Te physicsl wie bs your regon.
1@#-mhmpmwmdmwmprm

3 e 5 Munun..._ e mmm-nmrﬂ;
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Mercury Energy

OO ¢ TISEE 000D m.'mo-o-o-c-. l.luu' ml.l'll mam“
Statement/Tax Invoice Account Manger B Phone: (09) SE0-3500
@ G5T Number 71 048 870 Emall: AccounthAanagerBEmenury.co.ng

— Sample Company

PO Box 12345
Auckdand 1234

Contract invoice

@ ——— For account enquiries phon= 0800 20 18 20 (Eam - Gpm Men to Fri)

B pocant transactions

@ =  023ep 10 Opening balance 36,049 08
&7 0 Divect debit payment 27 Ssp 10 - Thank you $6,049 Der
] Balance $0.00
—
C
— urrent account summary
Il = curent charges $698633
- GET $1.047 94
EEN  Total cument charges (please see Curent acoount details) 1803417
#—— Amount due $8,034.17

Please refer to the following explanation thest/s for detaills
Reference nois): 1234567 1134568

Be forewamed about potentlal spikes In the market price of alectricity. Set up emall or
text alarts so you know when markst prices have been forecasted to go higher than a
threshold you are comfortable with. Simply call 0800 20 18 20 to get emall or text
price alerts set up for your business.

@——————— FAULTS - For all faults phone VECTOR Umited on 05308 VECTOR (0508 832 B&7)

Direct debit tranzaction - no action required Account number 123456 TB9
The: schedule below ssts cut the payment{s) that will ke dirsct debited from your bank account on
the due dateds) specifed, UNLESS YOU INSTRUCT LS OTHERWISE BY THE CANCELLATION DATES)
also specifed below.

DIRECT DERIT ARRANCEMENT(S)
Dhue date: Type of payment Payment amount Cancelation date
& — 7010 Current charges $8,03417 250t 10

24 June 2014 1.10 p.m. 78 of 91

Mercury Energy

Mlighaty B oo Lirmitoe!

il o Marary ey W
Your account number

123-456-789 ——@

Involce date
03 October 2010
Billing pericd ——@
01 September 2010t
30 Septembeer 2010
Power supplied to ——@
1 Sample Rd
Auckand 1234

ICF ientier ————@0
123456FE90LC0FE

CEF
FENTION

WECTOR Limites! G5T Mo 10 028 739

Mercury Energy

Private Bag 92008
Auckand b

861544-9
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Page X
@ —— Current account detalls (since last reading) - For the period 01 Sep 10 o 30 Sop 10
Charge type Miercury Energy Vecior Limited ——— i
—— Enorgy Crange $2.102.98
EA Livy §43.51
@ ————— mstonng ree $71.10
Management Fog 5040
Energy Change $1,618.65
EA vy §34.0
Management Foo $IT6E.59
Lin Charge: $2,BE7.32
Ling Charge Miscount §2B8 o
Sublotak $4,157.64 $2,558 59
i $5508.15 FIEFTS
Todals $5,045.79 $2,988 38
Total current charges (Meroury Enengy plus Vector Limited) }8,034.17
Uzage Information
Total current charges (exd G5T) Electricity usage
£ 1250 75,000
.—E 10,000 M £ g0,000 e
E s — 5 5,000 H
v E
+ 5000 — H - = 30,000 H HH
.E:s:ozlr——— H — = 15,000 H HHF
o T

Month ending E?'f”;:;':”:':.t:#ﬁﬂﬁﬁ Menth ending ??ﬁ

EEOT_ [} 30 el

HCIA AT 5195 T8 I D Rk RERT_L HEEDL

Contirued on the following shest/'s
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OO0DED ¢ TIT15EF ODDDT D /! (00000

#—— Explanation Sheet

Sampie C
Froen 010510 D030 Eo 30.06. 10 24-00 Installation I 1234567850
Raf Involoe Mo, 134557
Energy Charges Account number
Final Markst Price 123-456-789
Matared KA Mnn?n spot Charge
Prica {c/ ke Irecice dwe
S Wackdays DDO0L0S00 4,584 5453 $295.77 Drcta
S Wackdays DBO0LZAD0 14312 7558 §1,146.71 03 Oetater 2010
Son Waekonds GO00-0800 1,211 5749 $11238 Biling pericd
Sop Waekonds 0E00-2400 4,337 11353 $47EAZ 01 Septemier 2010 to
4,564 B147  §2,03223 30 Septemiber 2010
Sui-Total $L033ET  Povernpplhed iz
. 1 Sample Rd
Il Lo Char HAuckland 1234
== Final Markat Price
[ ] Materod KW Ay ot Cha
— Price ?:rﬂ # . P idderafiar
e om0 136 5453 0o 1234567 BOLCOFE
Wosiitays DB0F400 457 7558 §IEST ®
— ﬁmm 0000800 & 6748 yaEs axp
| [ e— 144 117973 [iTEE PENT10T
— 215 B147 (5
|| -
—] Sub-Total [T=NE
—
Total Energy Charges $2,102.98
§—— Line Charges Current
Capacty
o Quanti Prica Cha
ays &y s rge
L 750 0,071 $E54T5
Sub-Total $654 75
Variabile
Mitorod  Avarage Rabs Cha
WAih TSk .
Wintor ey 1268719 00350 5109812
Winkor Kght 1175550 L0 £7255
44,477 55 0oz §1,171010
Sub-Total 1.0nan
Demand
D Mitorod  Avarage Rabs Cha
e WA v .
Wookdays (0800.2005) W 157AZE0 0FIA 51,1088
Sub-Total $1,110.86
Total Current Line Charges $2,BE7.32
Keter Fees
Data logager
Days Quantity Prica Charge
(5/DAYY
L 1 2.3700 PR R
Sub-Total L SR 1]
Total Meter Fees £71.00
Continued overlaaf Page 1
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Consultation Paper

Market and Management faa

Miaterod  Average Rata Charga
KAl LK)
Aerylima 75213 112800 $290.40 Account number
Sub-Total §280.40 113-436-789
lrrecicn date
Total Management Fees T3p04n O} Octaber 2010
Billing period
Electricity Authority Levy 01 Septemiber 2010 o
Electricity Authority La 30 September 2010
. Ly Miaterod  Average Rata Charga
KA LKW Fower nupplied to
Aerglime: 75,213 L1685E LR 1 Sample Ad
Auckbnd 1234
Sub-Total $43.51
P idenafiar
123456 7B0OLCDFR
Total EA Lewy Charge $43.51
GXP
PEMT 100
Summary Informatlon
@ Lood Factor GE23%  The difenence between the masimum energy u pericsd for
& maonth and thi ;e ENENgy 1Bage pcfrgerlﬁfﬁmcrm.
Tha hikgheer e numicaer e mome efiCent your comgany b.
§————— Fowr Faclor 028  How much of the dollvemd Appamnt Fower (i) b converted (o
Power fior el work. It measures how efckntly
YOUT COMPETY LSS anengy.
Tokal KA thi month 74,564 Moiorad KA wad s monih.
Tokal ki for kst month 73,411 Molored KA wed last month.
._I—rcmmwpcrmhslwr 74,677 Wctomd KW med this monith kot yer.
.—I_c.'w.lhim:.lru:-:rutgﬂ] Fo44  The gross enengy changes per B expremed 25 conis per unil
@ Vi Masimm Demand (arytime) 61 Delvered power ab madmum demand
P |_|_Ic\'-'Mmrrl.rnDenund ytime) 54 Lol power at 7 demand
Continued on the following shest/s Page 4
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Powershop

Account statement as at 21 September 2011
1 Switchme St, SWITCHVILLE

Units Used

You used

966 .

Ve estimated y

per day
ou p

Your actual meter reading on 16 September was:

Meter 123456789
Start reading 005129216
End reading O0E085.419
866 units

Consumption

Total Consumption

USEQE The power you usedthis period®
Product

Date
Flower Power Top Up

21 September 2011

24 June 2014 1.10 p.m.

Customer number 900381497

and this cost you

WAS AN AVE of 7
rchased g Al of 3210
Units used c/EWh
o066 2520
82 of 91

For the period 17 August 2011 to 16 September 2011 (31 days)

$243.40

966 units

Costtoyou Remaining

861544-9



Consultation Paper

Tax Invoice (# ) POWERSHOECO.NZ

Your online energy store

o7 April 2011
GST # 97-088-340

Powershop New Zealand Limited
PO Box 382
Masterton S840

Account number: 123456789

A SAMPLE |IMITED

1 SWITCHME WAY
SWITCHVILLE ICP Number

Electricity Usage

|CP:00001223456UN-125

Supplier Product Units cilinit Cost
Power Kiwl Flower Power Top Up 4500 2264 F1015.96

Current charges $1018.96
Plan Type

Includes GST 513291
Powershop Account Statement
Previous balance on account $0.00
Current charges $10158.96
Balance on account 3101896 OD
Powsershop Fas & Mee complamle process. Dur complarls process i sal oull on sur websila, Falknd [he link '‘Complairgs’ al tha i ol Gar

. Wou can contacl us o complan through any of the kallowing: call ane of cur riendly crew at reephorne I COHTROL (0RO 48
» Friday, Skype us al powarshoprz, Email us at complaints@powershop.oo.ng ar write 1o us at Powarshop, PO Box

réna Manager

bween Sam and Spm, A
3532, Mastarton. G- Condact ©

sianer Scheme. Za if far some rea
compdamt to e Elecineiy and Gas Complaints Cammissicner Scheme, which 1s
d a l."l.' |Ir~ Gas Complaints Commission, Freepest 192632, FO B
| -.wmeg-:-::wlammmrz af nr&@agm:ml&lmmm Phane (i al 64 4 974 4630 &
33 40. Fax fham at +84 4 472 5854 ar Fres Fax: 0B00 22 35 47

Powernshop is also a memiber of the E ty and Gas Comphaints Commiss
prablem withm 20 working days

e epandant oo

Pulse Energy
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HOW TO READ YOUR BILL

i

YOUR DETAILS
Account holder name
and postal address we
have for this account.

pulse

YOUR ACCOUNT
SUMMARY

Your Account
Summary shows the
total balance to pay
and the due date
(Total Amount Due).

WTNTmmm v

—y
YOUR KWH HISTORY
This graph shows your
kWh history, or how much
power you have used
over a certain period. You
will be able to see which
months were based on
Actual readings and which
months' were Estimates.

—ygl
BARCODE

If you choose to pay at
your local NZ Post this is
the barcode they will use
to locate your account.

PLEASE NOTE:

This is a sample barcode
ONLY; it is not to be
used to make any
payments towards

your power account.

24 June 2014 1.10 p.m.

Retur this soction with payment

Joe Bloggs

60 Sample Road

Sample Suburb

Auckland 2014
Your A tS ry
Total amount from 09 December 2013 $191.62
Payments and Credits this Period -$191.62
Total Balance Remaining From Previous Statement $0.00

Current Invoice Charges (see overleaf for details)

Total Amount Due by 3rd January 2014

CONSUMER
NUMBER

Your 10-digit Consumer
Number helps us to
identify your account

in our system.

READ TYPE

This shows whether
your bill is based on an
Actual or Estimate read.

ACTUAL ACCOUNT <&——

YOUR PLAN
DETAILS

This section shows you
the benefits you have
chosen on your Pulse

Your Freedom Plan

Thank you, you have been

a valued customer since Energy Plan.
February 2013
3 Please note - if you
Your Status: -
Dou; Uset have chosen to sign up
s 2 to SmoothPay, this box
ootay will be ticked.
@ Price Protection
[ Oniine Discount

TOTAL AMOUNT DUE
This is the total amount

Your kWh History

W Acuat ] Estmate

Amount $98.95 [

New Zealand Post ()

84 of 91

PO Box 10044, Dominion Road, Auckland 1446 www.pulseenergy.co.nz

you need to pay by the

Your Customer date provided.

Service Team

YOUR CUSTOMER
Monday-Friday 8am-8pm gL SERVICE TEAM
Overseas: You can contact us by

4050 2005088 using these details.

wasss < ELECTRICITY
Electricity Faults: FAULTS

0800 785 733 If you have any

issues with your
power supply please
call us on this number.

PAYMENT

BY CHEQUE

If you are paying

by cheque, use this
detachable remittance
slip and send it back
to us.

Account No: 1234567
Consumer No: 1234567890

PAYMENT BY DIRECT DEBIT

If you pay by direct debit this slip will
say “Direct Debit" and the amount
due will be deducted from your bank
account automatically.

861544-9



SUPPLY
ADDRESS
The address we
supply and the
billing period for
this invoice.

Consultation Paper

pulse

Detailed invoice for: 60 Sample Road, Sample Suburb, AKL

For the period from 06/12/2013 to 17/12/2013
Puise Energy Freedom Plan - Low User - Counbes Power

Item Quantity
All Day Electricity Rate - Controlied 205 kWh
All Day Electricity Rate - Uncontrolied 68 kWh
All Day Electricity Rate - Uncontrolied 34 KWh
Total Energy

Your ines network is Counties Power Lid

Item
Counties Daily Charge

Counties Variable Charge - Uncontrolled 103 kWh
Counties Variable Charge - Controlled 295 kWh
Counties Variable Charge - Night 0 KWh
Counties Variable Charge - Day of Day/Night 0kwh
Counties Variable Charge - Night of Day/Night 0 kWh
Billing and Administration Rate 398 kWh
Billing and Administration Rate 12 Days
Invoice Delivery Rate 398 k'Wh
Metering Rate 398 kWh
Online Bill Discount OkwWh
Direct Debit Discount 0 Days.
Electricity Authority Levy 398 KWh
Total Delivery

Rate (cents) Total
8.940 $26.37

8.940 $6.17
8940 $3.04
1$35.58

15.000 $1.80
10820 $11.14
6.370 $18.79
000 $0.00
10.820 $0.00
10,820 $0.00
2511 $9.99
15.000 $1.80
$0.80
1369 $5.45
-0.100 $0.00
0,066 $0.00
0.170 $0.68
$50.45

Special Fees and Promotions (Tax Inclusive)

Total Special Fees W

GST at 15%
Current Invoice Charges (including GST)

$0.00

$12.92
$98.95

YOUR BILL

How to Ply Your Account

© Direct Debll is the most convenient and secure way 10 pay your
bill each month: You will also receive a discount every month
wmnnpmdﬂuwumowon

(2} mwmwmmnwmuhoa-uuz
- 0842407-000, Please use your consumer number as a reference
mmmmmmenwwaam
ed payee _-numot-m

© Credit Cardy Tomblmwd call our customer service team
on 0800 785 733,

©) Cheque. Attach your cheque to the payment slip and post 1o Puise
Energy, PO Box 10044, Auckland 1446.

How to register an official complaint about our service

In the unlikely event that you are not happy with how we have handled
your enquiry, you may contact the free independent dispute resolution

service provided by the Electricity and Gas Complaints Commission on
0800 22 33 40 or visit www.egcomplaints.co.nz

An outline of your electricity usage (rates are exclusive of GST) from a certain billing period.
This is divided up into three sections so you know what you are paying for:

* Energy

What Pulse Energy charges you for your electricity.

* Delivery

This is all charges related to the delivery of your electricity and includes:
Network Charges, Metering, Billing and Administration, and the Electricity Authority Levy.

* Special Fees & Promotions
Any applicable promotional credits or fees on your account will appear in this section.

861544-9

pulse

energy

85 of 91

-

METERING
DETAILS

A detailed description
of your meter(s).

ICP Number.

— An ICP number is

assigned by your

Lines Network to help
identify each metering
point on your property.

PAYMENT
OPTIONS
We offer a variety of
payment options to

L suit your needs. For

more information
visit our website at
www.pulseenergy.co.nz

COMPLAINTS

If you have a
complaint we have
not been able to
address, you can use
these contact details.

PO Box 10044, Dominion Road, Auckland 1446
Freephone 0800 785 733 Fax +64 9 378 4405

www.pulseenergy.co.nz

24 June 2014 1.10 p.m.
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Trustpower
Freephone enguies: 0300 87 87 87
. S 000n T OOpm Wit e e
Friends Accoont bulsace: OBO0 720 022
AW LIV DOWEs €O A2
1
L 123456789
Ns A B N3 © Sample Cuntomer
386 Semple Rd
WIM P v Nte M1 hra
Sanple 1214 T rwme g V300001
[SLE R, R
2
HLhero's your DA It's due on 19 Fed 2014 thank you! 3 Fogp b2
S Total due Your Satevsts
Py Ao iis 4 S . L e e e o
s andndid
Fotsd amart B # o Wi 30 Fed 2008 e T sitowe ot
BeuAfaning eyie s suiah Foerdn waiw (ST
4 Provices 1o Friands R e
i Previos Sakae $300 00 (h o es
3 Pagmwensts o0 Crodda corteivadt $300 00Ce
i L — %000 o LR

5 7
= o Cetaseny en
- o o0 o feeze Welcome
E 1IN 0ot rrrent Sadennt $18.48¢8 to your
= o o 50u8 Batave 10 Feb 2014 o new bill
- 6

-8

9

——
S e . .-
B

Ways 1 pay your b Aot No O by
Ot Oab AvAAS 13 By Yot B e Mealy $M IaAm, hlataihid Wi 2044
—] Astomatic Paymere, Telebanking 3¢ UG ermet Banking chate
ii Seect TRUSTROWER Mo 10 Sreconted Soyees 00 pior BA'S ”'"‘“':”‘m aiad 4
DR PIPONTC W M O COrpiete Ow Pty o reeced OF gaie vy 9
-: Trovigovds Bank Adqinat Outans ASwd W T N 3 mo
s Do by WeRPIC  ASCoutt mamber: 030434 009430003
g CREque DRITE DAL YO (RS 300 UNVE DIyme™d 39 80 Amount pais
e FrUMLOWe! Vaymant IOLatn il Mwvie Bag 390
=] Meiogeon Ma: Certie
—

vB2i2: #0001 23L5678%C 0000000000 #0000030075/
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O Dote 0 F¢d 204 P bl
Tan voice No: 1CO2000 OST N VL0028

Your bill detads 10

O roinm
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e ]
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Appendix G Estimate of costs

Table 12: Assessment of establishment costs of proposal
Who Cost Estimate Assumptions and calculation
Authority Design of proposal $30,000 | Analysis costs of developing proposal. 0.15 FTE = $18,000
Legal costs of Code drafting. 40 hours at $300/hour = $12,000
Distributor Altering internal processes $0 | Assumes that distributors are not required to take any action in addition to their Commerce
and augmenting systems Commission information disclosures.
Retailers Altering internal processes $325,000 | 13 ‘parent’ retailers
and augmenting systems ) _ o ) o
$25,000 per retailer to augment/establish systems to send distributor price notifications to
consumers in the required format.
Table 13: Assessment of ongoing costs of proposal
Who Cost Estimate Assumptions and calculation
(present
value over 20
years at 8%)
Authority Monitoring and compliance $117,818 | Monitoring of distributor/retailer alignment with requirements and resulting compliance

activity. 0.1 FTE = $12,000

24 June 2014 1.10 p.m.
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Who

Cost

Estimate
(present
value over 20
years at 8%)

Assumptions and calculation

Distributors/retailers | Managing customer $0 | Distributors will need to respond to some customer queries about the price change
contact notifications. The majority of calls are expected in the 3 months following the mail-out, but
there would be calls throughout the year. However, these are expected to be offset by
reduction in calls to retailers. Because the workforces for call centres are highly scaleable,
the Authority has assessed this cost as a net zero.
Distributors/retailers | Distributors consult $1,565,995 | 29 distributors consult with 11 retailers each on average (conservative estimate)
retailers on price change ] ] .
media statements Consultation takes 4 hours of staff time for each party =$480 per party per consultation
(based on $120,000 pa staff cost)
One price change per year
Cost per year = $159,500
Retailers/distributors | Retailers consult $2,749,081 | 14 retailers consult with 20 distributors on average (conservative estimate)

distributors on price
change media statements

Consultation takes 4 hours of staff time for each party =$480 per party per consultation
(based on $120,000 pa staff cost)

Two price changes per year (conservative estimate, likely to be less than this on average)

Cost per year = $280,000

861544-9
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Who Cost Estimate Assumptions and calculation
(present
value over 20
years at 8%)
Retailers Inserting distributor price $1,565,698 | Retailers are to attach a copy of the distributor price adjustment notification in their first
change explanation in customer invoice which incorporates the distributor price adjustment.
retailer price change ) ]
notice $0.15/customer by mail and $0.00/customer electronically.
First year = $0.22 million. 1.47 million (mailed) and 630,000 (electronic) based on a 70/30
split.
Subsequent years: A 5% reduction in mailed notifications each year.
Consumers Transaction costs of $3,548,917 | Consumers will incur additional transaction costs of receiving and reviewing the

reviewing notice

notification over and above existing notifications.

Suggest 25% of customers already review newspaper notifications at 7 minutes each due
to complexity and generality.

Suggest 75% of customers will review new notifications at 3 minutes each.

0.5 million customers save 4 minutes per year as reviewing time drops from 7 minutes to
3 minutes.

1.005 million customer spend an additional 3 minutes per year.

In total a net increase of 1.005 million minutes per year. The value of their time based on
median hourly earnings of $21.58."% is : $361,000 a year:

40 hitp:/;vww.stats.govt.nz/browse for_stats/income-and-work/Income/NZIncomeSurvey HOTPJun13gtr.aspx

24 June 2014 1.10 p.m.
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