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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: 

(a) 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 Electricity Industry Act 2010 

AEMC Australian Energy Market Commission 

AER Australian Energy Regulator 

Authority Electricity Authority 

Code Electricity Industry Participation Code 2010 

ENA Electricity Networks Association 

GST Goods and Services Tax 

GXP Grid exit point 

ICP Installation control point 

PV Photo voltaic 

RAG Retail Advisory Group 

TLC The Lines Company 

UMR UMR Research 
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1. What you need to know to make a submission 

1.1 What this consultation paper is about 

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

1.1.1 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 

retailer. 

1.1.2 The RAG made its recommendations to the Authority on 28 March 2014.1 

This paper includes the Authority’s response to the RAG's 

recommendations. 

Purpose of this paper 

1.1.3 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. 

1.1.4 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. 

1.1.5 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. 

                                                
1
  The RAG’s recommendations can be found at: https://www.ea.govt.nz/development/advisory-technical-

groups/rag/final-report-recomendations/.  

https://www.ea.govt.nz/development/advisory-technical-groups/rag/final-report-recomendations/
https://www.ea.govt.nz/development/advisory-technical-groups/rag/final-report-recomendations/
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1.2 How to make a submission 

1.2.1 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. 

1.2.2 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.  

1.2.3 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 

Submissions 

Electricity Authority 

PO Box 10041 

Wellington 6143 

Physical address 

Submissions 

Electricity Authority 

Level 7, ASB Bank Tower 

2 Hunter Street 

Wellington  

1.3 Deadline for receiving a submission 

1.3.1 Submissions should be received by 5pm on Friday 26 September 2014. 

Please note that late submissions are unlikely to be considered. 

1.3.2 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. 
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1.4 The Electricity Commission and the RAG have 
consulted previously on improving transparency of 
consumers’ electricity charges 

1.4.1 This is the latest in a series of consultations on improving transparency of 

consumers’ electricity charges. Previous consultations include:2 

(a) Electricity Commission consultation paper: Transparency of charge 

components – 12 November 2009 

(b) RAG discussion paper: Improving transparency of consumers’ 

electricity charges – 9 July 2013. 

1.4.2 RAG meeting papers on improving transparency of consumers’ electricity 

charges are also available on the Authority’s website.3 

1.4.3 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/.  

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

2.1 What is transparency? 

2.1.1 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. 

2.1.2 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. 

2.2 The role of transparency in promoting competition 

2.2.1 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.  

2.2.2 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. 

2.2.3 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 
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they can get their products to market and consumers are active and willing 

to adopt these new, higher value products. 

2.2.4 For consumers to engage effectively, they need to: 

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

market 

(b) assess these offers  

(c) act on this information and analysis by purchasing the good or 

service that offers the best value to them. 

2.2.5 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 Enabling consumers to make better choices about 
their retailers 

Drivers of consumer switching behaviour  

2.3.1 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). 

2.3.2 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.  

2.3.3 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. 
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Figure 1: Factors influencing consumer decision-making 

CONSUMER

DECISIONS
INFLUENCING FACTORS

Awareness

Understanding

Motivation

Action

OUTCOME

Improved retail competition

Search costs

Consumer characteristics

Specific information on 

individual usage, plan and 

potential savings

General information about the 

potential benefits

Ability to compare

Costs

Benefits

Other factors

 

2.3.4 The factors in Figure 1 that influence consumer decisions about their 

electricity retailer can be further described as follows: 

(a) 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 
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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 

(c) 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? 

(ii) 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? 

(iii) 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) 

(ii) a consumer’s understanding of what tariff options are available 

to them (such as controlled, uncontrolled, night/day) 

(iii) a consumer’s understanding of what tariff offer is best given 

their consumption profile  

(d) 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 
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(e) the benefits from switching – consumers need to consider that the 

quantum 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 

(f) 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: 

(a) accessing information. Firms can make it more difficult for 

consumers to perform optimal searches.4 For example, research 

suggests that consumers do not tend to look at pricing terms that are 

not provided upfront.5 Firms may exploit this by putting more of the 

price into add-on services; restructuring their tariffs,6 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)7 

                                                
4
  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). 

5
  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. 

6
  See, for example, M. Eisenberg, (1995), The Limits of Cognition and the Limits of Contract, Stan. L. Rev., 

47(2), 211-59. 

7
  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. 
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(b) assessing offers. Firms can make it more difficult for consumers to 

assess the best deal.8 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.9 They may also use price promotions and framing to 

distract and distort decision-making10 

(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.11 

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
  See for example, G. Wuebker and J. Baumgarten, Strategies against Price Wars in the Financial Service 

Industry, Simon-Kucher and Partners. 

9
  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. 

10
  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. 

11
  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. 
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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.  

2.3.7 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.  

2.3.8 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.  

2.3.9 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: 

(a) 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) a large 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. 
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2.3.10 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. 

2.3.11 But there are other aspects of electricity supply that probably contribute to 

consumer inertia: 

(a) electricity is homogenous. The electricity ‘good’ does not differ by 

supplier. Retailers must therefore compete on price and service 

quality 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 

(b) 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).12 Price changes 

themselves also provide a reason to compare and contrast existing 

arrangements with alternatives.  

2.3.12 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. 

2.4 Improving consumers’ understanding of their bills 

2.4.1 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. 

2.4.2 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.13 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. 

2.4.3 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. 

2.4.4 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.govt.nz/dmsdocument/17313.  

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

2.4.6 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. 

2.4.7 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. 

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

2.5.1 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.14 

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.15 The majority of the 

                                                
14

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

2014. 

15
  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.  

2.5.3 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.  

2.5.4 As a result, the Authority decided to check16 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. 

                                                
16

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

investigations/2014/retail-price-check.  

https://www.ea.govt.nz/monitoring/enquiries-reviews-and-investigations/2014/retail-price-check
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.17 

Consumer advocates,18 generator-retailers19 and distributors20 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. 

3.1.4 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, retail 

electricity increasingly doesn’t seem that different from capped 

fixed/mobile phone offerings which include: 

(a) 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.  

20
  See Appendix D. 

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
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(d) substitutes: few 

(e) homogeneity and intangibility: data packets versus electrons 

(f) necessity: consumers increasingly see continuous supply of mobile 

data as vital. 

3.1.5 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." 21 

3.1.6 A recent Electricity Networks Association article (included as Appendix D) 

implies that a culture of confusion may also exist in the electricity market.  

3.1.7 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. 

3.1.8 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. 

3.1.9 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 Gurría, “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. 

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.”22 

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. 

4.1.4 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 

tariff rate, or a retailer is 

changing its tariff rate, the 

retailer must notify the 

consumer using a prescribed 

form 

Setting out the tariff rate changes 

for each component would clearly 

demarcate price adjustments for 

the non-competitive (transmission 

and distribution) vis-a-vis 

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. 

Clause 11.37(1) and (2) 
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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 
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Aspect of proposal Reason Supporting Code provision 

The information in the retailer’s 

price change notification must 

be consistent with the 

information that the distributor 

publishes to satisfy the 

Commerce Commission 

Information Disclosure 

requirements  

Improves transparency and 

accountability, and reduces 

potential for customer confusion 

Clause 11.40 

Retailers must consult with 

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 

Improves transparency and 

accountability, and reduces 

potential for customer confusion 

Clause 11.41 

4.2 Costs and benefits of the proposal 

4.2.1 The Authority recognises that the preferred option will impose costs on 

distributors, retailers and consumers. The establishment costs would be 

the following:  

(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. 

4.2.2 The Authority does not expect distributors to incur any establishment costs 

due to the proposal. 

4.2.3 The main expected ongoing costs would be: 

(a) 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 

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

price change media statements 

(d) monitoring costs for the Authority. 

4.3 Addressing the ‘blame game’ problem 

4.3.1 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. 

4.3.2 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.  

4.3.3 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. 

4.3.4 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.23 

4.3.5 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. 

4.3.6 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. 

4.3.7 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. 

4.4 Design of the form 

4.4.1 An example of a standardised form is attached as Appendix E.  

4.4.2 The form consists of two pages: 

(a) 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.  

4.4.3 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)24 or grid exit point (GXP)25 

based pricing, because the retailer will need to do this anyway for billing 

purposes. 

Q3. Do you agree with the Authority’s proposal? Please provide reasons 

to support your answer. 

                                                
24

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

25
  GXP-based pricing is where tariffs are based on volumes measured at the GXP. 
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5. The Authority has reviewed other approaches 
for improving transparency of consumers’ 
electricity charges 

5.1.1 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: 

(a) 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. 

5.1.2 The following two approaches, discussed at section 5.6 below, were 

discounted because they are not legally possible: 

(a) 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. 

5.2 Option 1: Market forces 

5.2.1 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.  

5.2.2 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. 

5.2.3 This option would impose no additional cost, but is unlikely to achieve the 

proposal’s objectives.  
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5.3 Option 2: Issuing separate bills to consumers 

5.3.1 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.   

5.3.2 Under this option distributors, like retailers, would likely also issue letters 

informing their customers of price changes and the reasons for those 

changes.   

5.3.3 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. 

5.3.4 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. 

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

(a) 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 
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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.    

5.3.6 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. 

5.3.7 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.   

5.3.8 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).26 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 

http://www.delmarva.com/home/billing/understand/read/
https://www.peco.com/CustomerService/CustomerChoice/Pages/EnergyChoice.aspx
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Pennsylvania, Texas, Illinois, Ohio, New Jersey, and New York. In New 

Zealand, TLC27 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.28 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, Illinois, 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. 

28
  http://www.scoop.co.nz/stories/BU1404/S00210/trustpower-urges-aucklanders-to-get-it-together.htm. 

http://www.championenergyservices.com/about-champion/
http://www.energynews.co.nz/featured-content/16912/executive-interview-brent-norriss-chief-executive-lines-company
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
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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: 

(a) 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. 

5.4 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.29 

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. 



Consultation Paper 

861544-9 29 of 91 24 June 2014 1.10 p.m. 

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).  

5.4.5 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.  

5.4.6 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.  

5.4.7 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. 

5.4.8 Option 3 is not preferred as it is likely to yield lower benefits than the 

proposal and is more costly.  

5.5 Option 4: Annual report on price trends  

5.5.1 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. 

5.5.2 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 

                                                
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. 

5.5.5 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: 

(a) 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  

                                                
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. 
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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:  

(a) 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:  

(a) 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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6.2.5 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 Evaluation of the costs and benefits of the 
proposed amendment 

6.3.1 The Authority has assessed the expected costs and benefits associated 

with the proposal. 

Net assessment of costs and benefits 

6.3.2 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. 

Table 2: 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 

6.3.3 Clear information about the source of price changes is a necessary factor 

for consumer engagement.  

6.3.4 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.  

6.3.5 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 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 

6.3.7 Dynamic efficiency is an economics term that describes overall increases 

in wealth generation, and is often referred to as ‘growing the pie’.  

6.3.8 A primary source of increases in dynamic efficiency is the competitive 

process.  

6.3.9 To the extent that this proposal increases competition, it can be expected 

to create dynamic efficiency benefits.  

6.3.10 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.  

6.3.11 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.  

6.3.12 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.  

6.3.13 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   

6.3.14 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.  

6.3.15 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 

6.3.16 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.  

6.3.17 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.  

6.3.18 This represents an increase in consumer and supplier welfare from the 

electricity market because more goods are being traded at lower prices.  

6.3.19 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 

quantity 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.   

6.3.20 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.  

6.3.21 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.  

6.3.22 Consequently the Authority expects a modest increase in the switching 

rate to occur as a direct result of this proposal.   

6.3.23 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 
consumer 

$150 saving per 
consumer 

$200 saving per 
consumer 

0.5 % increase in 
switching rate 

$49,545 
 

$111,476 
 

$198,179 
 

1 % increase in switching 
rate 

$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  
 

Allocative efficiency of network usage 

6.3.24 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.   

6.3.25 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.  

6.3.26 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: 

(a) the mix of fixed and variable costs 

(b) the value of controllable load 

(c) the relative cost of supplying peak and off-peak demand.  

6.3.27 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.  

6.3.28 The proposal is expected to address this by increasing the clarity of 

communication of retailer and distributor price changes.  

6.3.29 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 
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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)
32

 

 

 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.  

                                                
32

  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)
33

 

 

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. 

                                                
33

  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 
reduction 

1.3% cost 
reduction 

1.95% cost 
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. 

 

Productive efficiency – reducing costs 

6.3.36 Economists use the term productive efficiency to describe the costs of 

doing business, and how these compare to the minimum possible costs.  

6.3.37 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 

6.3.38 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. 

6.3.39 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.  

6.3.40 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.  

6.3.41 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.34 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% 
discount rate) 

Medium (8% 
discount rate) 

High (6% 
discount rate) 

Switching rates 
decline by 2% 
per year 

$3,002,548 $3,427,064 $3,959,183 

Switching rates 
constant 

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

Switching rates 
increase by 2% 
per year 

$3,895,617 $4,541,284 $5,366,746 

 
 

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&reportGroupI

ndex=2&reportDisplayContext=Gallery#reportName=R_SwT_C.  

http://www.emi.ea.govt.nz/Reports/VisualChart?reportName=R_SwT_C&categoryName=Retail&reportGroupIndex=2&reportDisplayContext=Gallery#reportName=R_SwT_C
http://www.emi.ea.govt.nz/Reports/VisualChart?reportName=R_SwT_C&categoryName=Retail&reportGroupIndex=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 
costs) 

$4.12 M 

Total expected benefits $60.91 M 

 

Nature and size of expected costs 

6.3.51 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: 
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 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 

Party  Item Low (-25%) Medium 
High 

(+25%) 

Authority Design of proposal $22,500 $30,000 $37,500 

Distributor  Altering internal processes 
and augmenting systems 

$0 $0 $0 

Retailers Altering internal processes 

and augmenting systems 
$243,750 $325,000 $406,250 

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

 

Estimated ongoing costs 

6.3.57 The main expected ongoing costs are: 

(a) 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 

Party  Item 
Low (10% 
discount 

rate) 

Medium (8% 
discount rate) 

High (6% 
discount 

rate) 

Authority 
Monitoring and 
compliance 

$102,163 $117,818 $137,639 

Distributors/ 
Retailers 

Managing customer 
contact 

$0 $0 $0 

Distributors/ 
Retailers 

Distributors consult 
retailers on price 
change media 
statements 

$1,357,913 $1,565,995 $1,829,452 

Distributors/ 
Retailers 

Retailers consult 
distributors on price 
change media 
statements 

$2,383,798 $2,749,081 $3,211,578 

Retailers Inserting copy of notice 
into customer invoice 

$1,391,669 $1,565,698 $1,780,482 

Consumers 
Transaction costs of 
reviewing notice 

$3,077,355 $3,548,917 $4,145,975 

 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 

(market forces) 

Low 

Little incentive for retailers 

and distributors to agree 

consistent messaging to 

consumers 

Incremental improvement in 

transparency over time, 

through innovation and 

competition 

N/A Low 

Costs are foregone 

efficiency benefits from 

competition, due to lack 

of consumer 

confidence and 

engagement 

N/A A lack of material self-

propelled activity from 

the market to achieve 

transparency would 

suggest that risks are 

high 

Option 2: Separate bills Medium 

May prompt consumers to 

seek comparisons 

Improved accountability 

between distributors and 

retailers from more 

consistent communications 

May improve consumer 

confidence  

High 

(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) 

Moderate 

(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.  

Low – extremely 

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. 

Increased consumer 

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.  IT 

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: 

(a) 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: 

(a) 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: 

(a) competition in the electricity industry 

The proposal promotes competition in the retail 

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. 

(c) the efficient operation of the electricity 

industry 

The proposal promotes the efficient operation of 

the retail market by reducing the transaction costs 

for consumers of making energy-related 

investment decisions. 

(d) the performance by the Authority of its 

functions 

The proposal will not materially affect the 

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 Assessment against the Code amendment 
principles 

6.6.1 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.  

6.6.2 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).  

6.6.3 The Authority considers the proposal is lawful and consistent with the Act. 
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6.6.4 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 electricity35 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) a problem 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.  

6.6.5 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. 

6.6.6 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. 

6.6.7 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 
No. 

Question Submitter’s response 

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 History 

B.1.1 For many years trust-owned distributors and customer advocates have 
sought to require the separation of line charges on customer bills.36 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.37 

B.1.2 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. 

B.1.3 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. 

B.1.4 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. 

B.1.5 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 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:  

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

B.1.7 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: 

(a) 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. 

B.1.8 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.  

B.1.9 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.  

B.1.10 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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B.2 Work undertaken by the Retail Advisory Group 

B.2.1 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.  

B.2.2 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. 

B.2.3 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. 

B.2.4 On behalf of the RAG, the Authority engaged UMR to survey consumer 
views. UMR completed the survey between October and November 2013 
and comprised:  

(a) 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. 

B.2.5 Following consideration of the survey results, on 28 March 2014 the RAG 
made the following recommendations to the Authority: 

(a) 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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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.  

B.3 Authority’s response to RAG’s recommendation 

B.3.1 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.  

B.3.2 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. 

B.4 Related Authority initiatives 

Retail data project 

B.4.1 The Authority’s work programme for 2013/14 includes a project to consider 
issues with retail data (the retail data project).38 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. 

B.4.2 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.govt.nz/dmsdocument/15241. 

http://www.ea.govt.nz/dmsdocument/15241
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consider options for addressing any barriers to competition, including 
whether: 

(a) 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 

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

(c) 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) 

(d) 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 

(e) 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. 

B.4.3 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. 

B.4.4 As a result there is considerable alignment between the retail data project 
and the objectives of greater transparency, including the following: 

(a) 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  

(b) 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  

(c) 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  

(d) 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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(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.  

B.4.5 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. 

B.4.6 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.  

B.4.7 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 

B.4.8 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.  

B.4.9 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.   

B.4.10 As a result, the Authority undertook an enquiry to check the accuracy of the 
claims made by the retailers and distribution companies. 

B.4.11 In summary, the enquiry found:39 

(a) 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: 

(i) 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. 

https://www.ea.govt.nz/monitoring/enquiries-reviews-and-investigations/2014/retail-price-check
https://www.ea.govt.nz/monitoring/enquiries-reviews-and-investigations/2014/retail-price-check
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(ii) 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—  

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

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

traders; and  

(c) 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 

(f) 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) Subject 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 cl 11.37 

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. 
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Appendix E Illustration of potential price change notification 
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Appendix F Sample bills 

 

Contact Energy 
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Energy Online 
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Genesis Energy 
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Grey Power 
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Just Energy 
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Mercury Energy 
 

 



Consultation Paper 

861544-9 79 of 91 24 June 2014 1.10 p.m. 

 
  



Consultation Paper 

24 June 2014 1.10 p.m. 80 of 91 861544-9 

 



Consultation Paper 

861544-9 81 of 91 24 June 2014 1.10 p.m. 

 
  



Consultation Paper 

24 June 2014 1.10 p.m. 82 of 91 861544-9 

 
Powershop 
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Pulse Energy 
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Trustpower 
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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 

and augmenting systems 

$0 Assumes that distributors are not required to take any action in addition to their Commerce 

Commission information disclosures. 

Retailers Altering internal processes 

and augmenting systems 

$325,000 13 ‘parent’ retailers 

$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 
(present 
value over 20 
years at 8%) 

Assumptions and calculation 

Authority Monitoring and compliance $117,818 Monitoring of distributor/retailer alignment with requirements and resulting compliance 

activity. 0.1 FTE = $12,000 
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Who Cost Estimate 
(present 
value over 20 
years at 8%) 

Assumptions and calculation 

Distributors/retailers 

 

Managing customer 

contact 

$0 Distributors will need to respond to some customer queries about the price change 

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 

retailers on price change 

media statements 

$1,565,995 29 distributors consult with 11 retailers each on average (conservative estimate) 

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 

distributors on price 

change media statements 

$2,749,081 14 retailers consult with 20 distributors on average (conservative estimate) 

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 
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Who Cost Estimate 
(present 
value over 20 
years at 8%) 

Assumptions and calculation 

Retailers Inserting distributor price 

change explanation in 

retailer price change 

notice. 

$1,565,698 Retailers are to attach a copy of the distributor price adjustment notification in their first 

customer invoice which incorporates the distributor price adjustment. 

$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 

reviewing notice 

$3,548,917 Consumers will incur additional transaction costs of receiving and reviewing the 

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.
40

 is : $361,000 a year:  

                                                
40

  http://www.stats.govt.nz/browse_for_stats/income-and-work/Income/NZIncomeSurvey_HOTPJun13qtr.aspx  

http://www.stats.govt.nz/browse_for_stats/income-and-work/Income/NZIncomeSurvey_HOTPJun13qtr.aspx
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