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Executive summary

The Annual retai.l ma r k e t-depthr amdpcomptehensive andlysisoAEROG S mo
the performance of the retail energy markets and energy retailers. The report plays a critical

role in highlighting outcomes for consumers and the issues that affect them the most.

Insights are used to inform policy design and target compliance and enforcement priorities.

| mportantly, the report reflects the AEROG6S ongoi
are better off, now and in the future.

Our analysis focuses on the jurisdictions that have adopted the National Energy Customer
Framework (NECF) i the ACT, NSW, Queensland, South Australia and Tasmania, with
Victorian data included in relation to pricing and affordability.

Data in this report was submitted by authorised retailers according to AER (Retail Law)
Performance Reporting Procedures and Guidelines and collected from jurisdictional
ombudsmen and our own consumer and stakeholder engagement programs. Pricing analysis
presented utilises an estimation of annual bill costs and offers displayed on both the Energy
Made Easy and the Victorian Energy Compare websites.

Key insights

Over the past year, broader economic conditions and cost of living issues have been
challenging for energy consumers and the retail energy market. Governments have provided
support with rebates and concessions, which have assisted with affordability. However, many
households have struggled with energy debt, and more have reached out to their retailers for
help to pay their energy bills and manage energy debt. Retailers responded by providing
customers with support, including access to hardship programs and payment plans.
However, this support is not always effective. Of particular concern is the decline in the
proportion of customers successfully exiting hardship programs, which is now at a 5-year
low.

Some retail energy markets are showing gradual signs of improved competitiveness.
However, over the past year we have also seen the volumes of calls and complaints to
retailers and jurisdictional ombudsmen increase significantly. It is also clear more can be
done to ensure customers are accessing the best plan available, vulnerable consumers are
protected and retailers provide effective support to those experiencing payment difficulties.

These results underscore the importance of our Towards energy equity strategy. This

strategy aims to improve support for consumers experiencing vulnerability and the way the

market operates to boost consumer outcomes. It is part of our commitment to ensuring

people get what they need from Australiads energ

Summary of results
Market structure and activity

Over the past year there have been gradual signs of improvement in the competitiveness of
the retail energy market across jurisdictions.
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1 While the largest retailers continue to hold sizeable market share, the gradual shift of
both electricity and gas customers to smaller retailers continued in 20237 24.

1 The NSW electricity market continued to show signs of a decrease in market
concentration, while South East Queensland remains less concentrated than other
regions. Indicators show South Australia is a highly concentrated market.

1 Gas markets in NSW, South East Queensland and South Australia have continued to
decrease in concentration. However, they are still considered highly concentrated
markets.

1  Single retailers dominate both the ACT and Tasmanian retail energy markets.

1 Compared to the previous year, quarterly switching rates increased for electricity across
all jurisdictions except the ACT.

i1  Periodical spikes in switching were evident and may reflect increases in retail energy
prices being announced in that quarter, which triggers consumers to engage and switch
retailers to find a better deal.

1 Our analysis from 20227 23 and 2023i 24 shows retailers change market offer prices in
response to changes in the underlying cost of electricity, which are primarily driven by
changes in the wholesale market. Of particular interest is the size of market offer
discounts appears inversely correlated with the movement seen in the wholesale
electricity price. That is, when wholesale costs increase, retailers typically recoup this
through the upper end of the range of market offers, not the lower end and lower priced
offers have remained in the retail market throughout wholesale market turbulence.

It is important that households and small businesses are able switch to a better offer if one is
available. In October 2023 we launched a new version of our free and independent Energy
Made Easy comparison website and it now provides 3 simple options for consumers to find
and compare plans and includes easy-to-read information about a range of topical energy
issues. We are developing a roadmap to support continuous improvements to this service.

We encourage businesses to develop new products, services and business models that
provide benefit to consumers and businesses and increase competition in the retail energy
market. The Energy Innovation Toolkit is an interactive website and online portal that
provides information on the regulatory regime and aims to reduce barriers for new energy
business models.

Pricing and affordability

Energy prices rose in 2023i 24, while affordability improved for low-income households due
to government support.

i1 By the end of 2023i 24, the median market offer prices for electricity increased by
between 4% and 16% across regions compared to the prior year.

1 Retail gas prices continued to fluctuate with changes varying across jurisdictions. Market
offers in South Australia, the ACT and NSW increased 12%, 8% and 2% respectively,
while Queensland recorded a decrease of between 2% and 7%. Victoria varied between
-1% to 2%.
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i1  Energy affordability improved for many households in 20237 24 due to increased
government support. These rebates and concessions shielded low-income and those
average income households who received them from energy price rises, so they spent
proportionally less of their income on energy bills compared to the previous year.
However, those households who were not eligible for the assistance had less cushioning
from price rises.

Our Better Bills Guideline came into effect from 30 September 2023. This new guideline
establishes requirements on retailers intended to make it easier for customers to understand
billing information. The guideline sets out design principles and a tiered approach to billing
information to ensure consumers can easily access information. It also requires retailers to
let their customers know if they could be on a better plan, inform them about government
rebates and concessions and provides information about Energy Made Easy.

Payment difficulties and hardship

The proportion of consumers holding energy debt has remained steady over the past year,
while the number receiving support increased. However, there is evidence this support may
not be effective for many consumers.

1  The proportion of customers with energy debt older than 90 days (excluding hardship
customers) held steady at 2.9%. However, their average debt grew by 16% to $1,148,
driven by increases in South Australia, NSW and Queensland. It is important to note that
around one-third of these customers are neither on payment plans nor in hardship
programs. Therefore, those customers may not be getting the assistance they need.

1  The proportion of small business customers holding an energy debt increased from 3%
to 3.4% in 202371 24, though average debt among this cohort reduced from $2,451 to
$2,363.

1  The proportion of residential electricity customers on payment plans increased from
1.7% to 1.8% in 2023i 24 for electricity customers, while gas was stable at 1%.

i1  The proportion of both electricity and gas customers in hardship programs increased i
electricity up to 1.9% of customers and gas to 1.3%. While it is good that customers are
reaching out to their retailer for help, average debt on entry to a hardship program
increased by 23.7% to $1,476 for electricity and by 33.5% to $736 for gas. This indicates
that more customers are entering hardship programs with younger, but higher levels of
average debt than they were in the previous 12-month period. However, it is notable that
most entering hardship programs remain those who have debts of less than $500.

i1  There has been a shift in the way customers engage with their retailer to access
assistance i the proportion of electricity customers instigating entry to hardship
programs (as distinct from retailer referred) increased 9 percentage points to 53% in
2023i 24. The upward trend was similar for gas customers.

1  The proportion of customersthats uccessf ully exited energy reta
in 20231 24 was 26.3% for electricity customers and 20.1% for gas customers. This
indicates that hardship programs may not be fully effective in helping customers with
their payment difficulties. Customers are continuing to accrue debt while in the programs
and a large number are being excluded for non-payment.
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1  The overall proportion of residential disconnections continued to decrease and were at a
5-year low in 20231 24 i down from 0.38% to 0.23% for electricity and 0.29% to 0.17%
for gas.

This data shows that energy debt and hardship has remained a persistent problem despite

regulatory protections, government investment in concessions and rebates and the hardship

and support programs offered by retailers. In November 2023 the Energy and Climate

Change Ministerial Council (ECMC) agreed to progresswo r k oGamé dnaged

package of reforms the AER proposedi n col | aboration with stakehol c
report indicates these reforms are needed more than ever.

In addition, we are currently conducting a review of the payment difficulties protections in the
National Energy Customer Framework. For this review we have drawn extensively on
consultation with stakeholders, consumer research and analysis to consider whether
improvements can be made so consumers experiencing payment difficulty are proactively
identified, engaged early and receive effective, tailored assistance.

Customer service

20231 24 saw the volume of calls, response times and complaints to some retailers increase.
Alongside these results, complaints to ombudsmen have also risen substantially.

1  The total number of calls made to retailers increased by 9.7% to 10.8 million 1 the
primary driver of this increase was a 34% increase in calls to small retailers and a higher
number of calls to a small number of large retailers who had upgraded customer service
platforms.

i1  Average call answering times were higher i 7 minutes for Tier 1 or primary regional
retailers and 3 minutes for Tier 2 retailers.

1 Complaints received by retailers were 24% higher, with 60% of these billing related
issues.

1 Complaints referred to the energy ombudsman schemes also grew significantly i up
45% to 37,182. Similar to complaints to retailers, billing related complaints were the most
common, followed by those related to marketing.

In August 2024 we released our updated Retail performance reporting procedures and
quidelines, which will be implemented in July 2025. These changes expand the performance
metrics retailers submit and will give us greater visibility and a deeper understanding on what
is influencing customer experience and outcomes. This will improve our ability to monitor the
retail markets and identify where we can collectively improve outcomes for energy
consumers.
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Background

Under the National Energy Retail Law (Retail Law) and National Energy Retail Rules
(NERR), the AER is responsible for reporting on the performance of the retail energy market
and energy businesses.

In accordance with Part 10 of the NERR, our Annual retail markets report 20231 24 provides
comprehensive analysis and insights in relation to a range of key performance metrics. This
includes the number and market share of active retailers, (including the proportion of
customers on market and standing contracts), switching, energy affordability, customer
service, customer complaints, handling of customers experiencing payment difficulties and
disconnections.

Objectives

Our report helps guide our understanding of consumer outcomes and experiences, outcomes
for consumers and the issues that impact them the most. It provides critical insights to inform
the public, policy makers and the wider industry on how the market is delivering for

consumers and importantyr ef | ect s the AERG6S ongoing commit mer

customersodé interests are at the forefront

Our report also delivers against our strategic objectives and initiatives T including the
Towards energy equity strategy, which aims to, among other things, improve support for
consumers experiencing vulnerability, improve the way the market operates and prioritise
and target actions to address or prevent consumer harm.

Updated Retail performance reporting procedures and guidelines

Over 2023i 24 we reviewed the Retail performance reporting procedures and guidelines (the
Guidelines) to ensure the data submitted to us by retailers enables us to continue to
effectively monitor the retail market and consumer outcomes.

In August 2024 we released our final updated Guidelines that include changes to existing
indicators related to debt, tariff and meter types, prepayment meters, call centre and
complaint metrics and other priority areas of interest to the AER relating to embedded
networks, life support customers and customers affected by family violence.

The new and revised indicators will be implemented from 1 July 2025 and reported in the
202571 26 annual report.

Methodology

Our analysis in this report is based on a number of quantitative and qualitative data sources
detailed below.

Our analysis focuses on the jurisdictions that have adopted the National Energy Customer
Framework (NECF) i the ACT, NSW, Queensland, South Australia and Tasmania. Victorian
data is included in Chapter 2 in relation to pricing and affordability.
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Aggregation of retailers into groups

We classify retailers into the following 3 groups for the purposes of analysis and comparison:

i1  Tier 17 includes Origin Energy, AGL and EnergyAustralia, which collectively service the
majority of retail customers in New South Wales (NSW), South Australia and South East
Queensland.

i  Tier 2 retailers: all other retailers. These range from small retailers to larger retailers
such as Alinta Energy and Red Energy.

i1  Primary regional retailers are Ergon Energy in Queensland, ActewAGL in the Australian
Capital Territory (ACT) and Aurora Energy in Tasmania. Each largely operate within only
one distribution area and are subject to differing forms of price regulation.

Retail performance data

Retailer performance data (indicators) presented in this report was submitted by authorised
retailers in the manner and form required by the AER (Retail Law) Performance Reporting
Procedures and Guidelines, Version 3 (April 2018) and includes retail contract information,
complaints, customers experiencing payment difficulties and hardship indicators.

We clean and analyse the data submitted to produce schedules containing data from all
retailers across the jurisdictions that have adopted the National Energy Customer Framework
(NECF) i New South Wales (NSW), Queensland, South Australia (SA), Tasmania and the
Australian Capital Territory (ACT). These data schedules are published quarterly on our
website.

Pricing and affordability methodology

Our pricing and affordability analysis provides an indication of energy costs per household.
The analysis is based on average energy use for residential customers on single rate tariffs,
examines electricity costs over time in each electricity distribution network and highlights the
median and range of standing and market offer prices.

Bill costs are based on available offers displayed over time on our price comparison websites
Energy Made Easy and the Victorian Energy Compare website. Pricing data is aggregated
across multiple pricing areas within some electricity and gas distribution networks. Bill
estimates across areas are not directly comparable because each is based on average
consumption in the relevant area.

For pricing analysis, the AER estimates annual bill costs for market and standing offers
within each jurisdiction using a range and median of offers. These are comprised of:

i1 average annual household electricity and gas use in each major distribution area
9  retail electricity and gas offers in each major distribution area.

The affordability analysis focuses on the 5 jurisdictions where the AER has a retail regulatory
role i Queensland, NSW, the ACT, South Australia, and Tasmania. Victoria, where the ESC
has regulatory responsibility, is also included for completeness. The analysis covers broad
affordability trends over the past 5 years. However, it does not account for the specific
impacts of the COVID-19 pandemic in 20197 20, 20201 21 and 2021i 22. Outcomes for the
period March 2020 to June 2021 will likely vary from outcomes outside this period due to
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shifts in income for many households. Income shifts are difficult to quantify because incomes
would have fallen in those households experiencing job losses or reduced work hours but
risen in those households receiving additional government assistance over the period.

Our measures of energy affordability for each distribution area, based on:
i1 annual market and standing offer bill costs
i concessions and rebates offered by governments

I household income.

Other data sources

Jurisdictional ombudsman schemes

Complaints data is also collected from all relevant jurisdictional ombudsman schemes. This
data is useful for identifying the number of complaints (and type of complaints) that a retailer
did not promptly resolve, leading to a customer engaging with an ombudsman for further
assistance.

Ombudsman schemes offer an alternative complaint resolution option for customers who are
unable to bring their complaint to a satisfactory conclusion with their energy retailers. Energy
ombudsman schemes are generally funded by the energy industry.

AER consumer research and stakeholder engagement

Across 2023i 24 we have undertaken a number of consumer research projects and
stakeholder engagement activities. Feedback from these has been included throughout this
report as they provide an important consumer perspective that has been used to inform
policies and reviews and develop our First Nations framework and consumer strategy.

For this report, and as input into various initiatives to achieve the objectives of our Towards
energy equity strategy, we commissioned consumer research to explore how consumers pay
their energy bills, the actions they take to meet their payment obligations, and the extent to
which they engage with energy retailers. This research outcomes provide the AER with an
understanding of the emerging trends in payment and credit products and how these are
used to pay energy bills.

Results presented in this report are based on a sample of n=1,648 respondents aged 18
years or older connected to the energy grid (electricity and/or gas) and responsible for
energy bill payments. Quotas were set to ensure a nationally representative households
across NSW, Victoria, Queensland, South Australia, Tasmania, and ACT. The data was
weighted on gender, age and state to the most recent ABS Census data. Questions from the
Households, Income and Labour Survey* (HILDA) research were used to measure and
report on financial stress.

Consultation with retailers

We engaged with retailers to obtain further insight in the trends observed in the retalil
performance data provided quarterly to the AER. Additionally, to further clarify data or

1 University of Melbourne, HILDA Survey, accessed 25 November 2024.
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observations we sought feedback from retailers to determine if other factors that could have
influenced variations or outcomes.

Appendices

Appendices to this report includes tables of data and supplementary information. Additional
explanatory information related to pricing methodology, source data tables, such as detail
description of concessions and rebates, and maps of distribution networks are also provided.
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@ RESIDENTIAL @ RESIDENTIAL

Electricity Gas Electricity Gas

6,895,249 2,328,101 62.5% 77.7%

@ SMALL BUSINESS @ SMALL BUSINESS

Electricity Gas Electricity Gas

666,355 76,950 59.3% 88.5%

@ RESIDENTIAL @ SMALL BUSINESS

Electricity Gas Electricity Gas

79.7% 90.7% 65.3% 81.6%

Key findings

1 From 2019i 20 to 20237 24, Tier 1 retailers have continued to lose market share to Tier 2
retailers across residential and small and large business markets. Despite these
reductions Tier 1 retailers still hold the majority of market share.

i Tier 2 retailers continue to have a considerably larger proportion of their residential and
small business customers on market contracts compared with Tier 1 retailers.

1 In 2023i 24, there were 4 new retailer authorisations and no Retailer of Last Resort
events.

1 Some retail energy markets show signs of enhanced competition, when considering level
of concentration and the trend of more customers moving to smaller Tier 2 retailers.

i1 Despite quarterly fluctuations, switching rates remained consistent across jurisdictions.

1 Newer retailers have tended to have a greater focus on innovation, with product offerings
related to consumer energy resource, including batteries, Virtual Power Plants and peer
to peer trading.
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In this chapter we report on:

1 market structure and concentration in the retail energy sector

1 the proportion of residential and small business customers on market and standard retalil
contracts

{1 Retailer of Last Resort (ROLR) events and surrender of authorisations?
i1 customers switching between retailers (includes Victorian data).

Understanding these elements allows the AER to assess the competitiveness of the retail
energy market across each jurisdiction. The factors used in assessing competition are:

entry and exit of sellers in the market
exercise of choice by consumers in the market
differentiated products and services

customer switching behaviour

A =/ A -4 =

innovation and consumer energy resources.®

When combined, these factors provide an indication of market competitiveness. A
competitive retail energy market is important for customers because it allows them more
choice in products and retailers. These choices afford customers the opportunity to switch if
they are not satisfied with the prices, products or service being provided by their current
retailer. Switching products or retailers could lead to lower prices and better service levels for
customers.

2 The AER assumed responsibility for Retailer of Last Resort events in Victoria on 21 May 2024.

3 Consumer energy resources (CER) are resources that generate or store electricity that can alter demand in
response to external signals. CER includes rooftop solar, batteries and electric vehicle chargers.
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1.1 Market structure

The AER categorises retailers as Tier 1 retailers, Tier 2 retailers or primary regional retailers.

We categorise retailers as:

Tier 1 retailers: Origin Tier 2 retailers: all other Primary regional retailers:
Energy, AGL and retailers. These range from  Ergon Energy in
EnergyAustralia, which small retailers to larger Queensland, ActewAGL in
collectively service the retailers such as Alinta the Australian Capital
majority of retail customers Energy and Red Energy. Territory (ACT) and Aurora
in New South Wales (NSW), Energy in Tasmania. Each
South Australia and South largely operate within only
East Queensland. one distribution area and are

subject to differing forms of
price regulation.

Analysis throughout this chapter focuses on the jurisdictions that have adopted the National
Energy Customer Framework (NECF) i the ACT, NSW, Queensland, South Australia and
Tasmania. Regulated entities that operate within these jurisdictions are required under the
National Energy Retail Law (South Australia) Act 2011 (National Energy Retail Law) to
submit information and data to the AER about their performance in the manner prescribed in
the AER (Retail Law) Performance Reporting Procedures and Guidelines.

1.1.1  Tier 2 retailers growing residential market share and
customer numbers

In 202371 24, there were 68 authorised electricity retailers, 52 of which were active retailers*

selling electricity to 6,895,249 residential customers.

From 20191 20 to 2023i 24, Tier 1 and primary regional retailers lost 2.9% market share as
their customers switched to Tier 2 retailers.

Tier 2 retailers now supply around 22% of residential customers, up from a base of 19.2% in
20197 20 (Figure 1.1).

4 Authorised electricity retailers that do not have any customers are not deemed as active retailers and are
excluded from this count.
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In 202371 24 in the residential gas market, there were 21 authorised gas retailers. 17 of the
retailers were active retailers® selling gas to 2,328,101 residential customers. This was up
from 2,210,511 customers in 20197 20, which is a growth rate of 5.3%.

Tier 2 retailers continued to gain market share from Tier 1 and primary regional retailers,
reaching 17.4% in 20231 24, up from 11.2% in 20197 20.

In aggregate, the market share of Tier 1 and primary regional retailers has decreased by
6.1% since 201971 20.

Since 20191 20, several Tier 2 retailers have notably increased the number of residential
electricity customers they serve; these retailers include the Altogether Group, Energy Locals,
GloBird Energy, Nectr Energy and OVO Energy.

Figure 1.1 Residential customers market share by retailer

40% 40%
35% 35% - o
30% 30%
-_—
X_’-——
25% 25%
2
g / - <
& 20% i : 20%
g 15% 15%
10% 10%
5% 5%
0% 0%
2019-20 2020-21 2021-22 2022-23 2023-24 2019-20 2020-21 2021-22 2022-23 2023-24
Electricity Gas
—_— AGL EnergyAustralia Origin Energy =——=Primary regional retailers -Tier 2 retailers

Note:  ActewAGL is the only primary regional retailer in the gas market. Data as at 30 June each year.
Source: AER, Schedule 27 Quarter 4 20237 24 retail performance data.

Table 1.1 and Table 1.2 show the percentage change in customer numbers of the Tier 1
retailers and primary regional retailers between 20197 20 and 20231 24. They also show their
market shares in each jurisdiction as at June 2024, for both residential electricity and gas
markets.

Movement in residential electricity customer numbers between 20191 20 and 20231 24
differed across jurisdictions (Table 1.1). As illustrated in Figure 1.1, while most of these large
retailers lost market share nationally, the decline has been gradual as the size of these
retailers has not caused a significant impact on their market share.

5 Authorised gas retailers who do not have any customers are not deemed as active retailers and are
excluded from this count.
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Over 2023i 24, Tier 1 retailers held 73% of market share in NSW and South Australia and
50% in Queensland. In the ACT and Tasmania, the primary regional retailer accounted for
73% and 93% respectively.

Table 1.1 Change in residential electricity customer numbers, 201971 20 to 20231 24
and market share as at June 2024

Category AGL EnergyAustralia Origin Energy Primary regional

retailers

ACT

Market share T 4% 17% 73%

Change in customer T 4% 21% 2%
numbers

NSW

Market share 23% 24% 27% 1%

Change in customer 7% 17% -5% 38%
numbers

Queensland

Market share (South 26% 7% 39% T
East Queensland)

Change in customer 17% 15% 1% T
numbers

Market share (Ergon T ) T 100%
Energy)

Change in customer
numbers (Ergon T ) T 3%
Energy)

South Australia

Market share 37% 7% 29% -

Change in customer 3% 4% 12% -
numbers

Tasmania

Market share T ) T 93%

Change in customer i i | 12%
numbers

Source: AER, Schedule 27 Quarter 4 2023i24r et ai | per f or ma&aesErc Quastta#, s S&h eMektt:
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In the residential gas market, from 20197 20 to 20231 24 all large retailers recorded a decline
in customer numbers in at least one jurisdiction they operated in. However, they still held
77.7% of market share, down from 83.4% in 201971 20.

Table 1.2 Change in residential gas customer numbers, 20191 20 to 2023i 24 and
market share as at June 2024

Category AGL EnergyAustralia Origin Energy Primary regional
retailers

ACT
Market share i 4% 16% 75%
Change in customer T 3% 3% 15%
numbers
NSW
Market share 38% 24% 20% 1%
Change in customer 14% 14% 2% 3%
numbers
Queensland
Market share 38% i 45% T
Change in customer 11% i 18% T
numbers
South Australia
Market share 30% 8% 40% T
Change in customer 8% 18% T T
numbers

Source: AER, Schedule 27 Quarter42023i24 retail performance data, Sh

1.1.2 Market concentration has reduced in NSW but is stable in
South East Qld and SA

The Herfindahli Hirschman Index (HHI) is a measure of market concentration. A decrease in
the HHI over time indicates a decrease in market concentration and may indicate the
development of a more competitive market. A decrease in the HHI over time indicates a
decrease in market concentration and may indicate the development of a more competitive
market.

From 20191 20 through to 202371 24:

1 the NSW electricity market continues to show signs of a decrease in market
concentration
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i1 South Australian indicates as being a highly concentrated market
1 South East Queensland® indicates a less concentrated market

1 gas markets in South East Queensland, NSW and South Australia have continued to
decrease in concentration but they are still considered highly concentrated, particularly in
South East Queensland (Figure 1.2).

The ACT and Tasmania are not shown on Figure 1.2 as both markets are dominated by a
single retailer (ActewAGL in the ACT and Aurora Energy in Tasmania) so the HHI values are
higher and would distort the scale. For these markets, there has been a decline in the HHI
value (that is, improving competition) from 20187 19 to 202271 23 of:

9 residential electricity market i from 6,540 to 5,698 in the ACT and from 9,716 to 8,736 in
Tasmania

9 residential gas market i from 6,650 to 5,875 in the ACT.

Figure 1.2 HHI for the electricity and gas residential markets
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Note:  Data as at 30 June each year.
Source: Electricity 1 AER, Schedule 21 Quarter 4 2023i 24 retail performance data. Market concentration
calculated as per HHI methodology.

Across NSW and South East Queensland residential electricity markets, market
concentration decreased from 20197 20 through to 20231 24. While there was a decrease in
South Australia over the past year, market concentration increased, albeit slightly, between
2019i 20 and 2023i 24.

6 Electricity residential customers in regional Queensland are largely supplied by Ergon Energy. As a result,

the HHI assessment in Queensland is focused on the south-east region, which excludes Ergon Energy.
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In the residential gas market, all jurisdictions experienced a decrease in market
concentration from 20197 20 to 20237 24.

1.1.3 Tier 2 retailers continue to hold largest proportion of
residential customers on market contracts

The retail framework provides for two types of contracts, standard and market.

Every retailer must have a standing offer. Customers have the right to ask for one and their
current retailer must place them on it if requested. Standing offers are usually more
expensive than a market offer. Customers may be on standard retail contracts because they
have never switched, have moved in without setting up an energy plan or by choice as they
may wish to take advantage of the safety net contract terms and prices.

In contrast, retailers set terms and conditions for market contracts. Prices can change
throughout the year (depending on contract terms), discounts and other incentives may apply
and market offers are typically more competitive. Market offers are priced in comparison to a
reference price in DMO regions, and it is not uncommon for a retailer to offer large discounts
off this regulated reference price to attract customers onto market contracts.

A common national customer framework (the NECF) applies across all of the ACT, NSW,

Queensland, South Australia and Tasmania. However, each jurisdiction has different types of

price regulation. Regulated price caps apply to standard retail contracts for ActewAGL in the

ACT and Aurora Energy in Tasmania, while in regional Queensland, Ergon Energy offers a

regulated price that all other retailers can compete below. Ergon Energy also receives a

government subsidy to reflect the fact that its regulated prices are set to be similar to those in

the South East Queensland competitive mar ket und
tariff policy.

Since its introduction on 1 July 2019, the AER has determined a Default Market Offer (DMO)

price annually to be applied in NSW, South East Queensland and South Australia. The DMO

is an electricity price O6safety Iighpriteswhilet ect i ng
also allowing retailers to recover reasonable costs. It is the maximum price an electricity

retailer can charge standing offer customers. The DMO price for each region also acts as a

reference price for comparing residential and small business electricity offers. When

advertising or promoting an offer, retailers must show the price of the offer in comparison to

the DMO.

The proportion of customers on market contracts is an indicator of market competition. A
high proportion indicates more customers are engaging in the market and are motivated by
potentially cheaper/better deals, retailer product innovation or conditions that better suit their
needs. An increase in customers on market contracts should result in lower prices for
customers across retailers and jurisdictions. However, there will also be some customers on
expired market contracts that may not be on the best offer, including some which are priced
near or above the DMO reference price.’

7 ACCC Inquiry in the National Electricity Market December 2023 Report.
https://www.accc.gov.au/system/files/accc-inquiry-national-electricity-market-december-2023-report_0.pdf
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This demonstrates how important it is for customers to regularly shop around for the best

deals from retailersd mar ket offers. Regul ated p
their standing and market offers to reflect their costs and competitive strategies. These

pricing strategies and outcomes are another indicator of competition and are explored further

in chapter 2.

Electricity

As shown in Figure 1.3, between 20197 20 and 20231 24 the overall number of residential
customers on electricity market contracts continued to increase. While the number of
customers on a market contract has generally increased, as previously stated, Tier 1
retail ersd mar ke whietheanarket shaaesof Tiere2adtailers éas gradually
increased. This may indicate that Tier 2 retailers offer better terms to customers and are
gaining market share as a result. This is explored further in chapter 2.

The proportion of Tier 1 customers on market contracts is lower on average than for Tier 2
retailers. This may be because of the position held by Tier 1 retailers as incumbents from the
time that retail contestability was introduced. This position as incumbents also allows Tier 1
retailers to retain customers who have never taken up a market contract on standard
contracts.

As primary regional retailers operate in areas with limited retail competition and price
regulation, most of their customers remain on standing offers. For example, Ergon Energy
only offer regulated standard contracts across the geography they serve, as such, they had
no customers on market contracts in 202371 24.

The proportion of Tier 2 retailersd customers on
96.6% in 20231 24. Tier 1 retailers all experienced increases over the past 5 years:

i Origin Energy continued to increase the proportion of customers on market contracts
from 84.1% to 89.7%

1 AGL mirrored this progression moving from 88.3% to 90.9%
i1 EnergyAustralia had an increase from 87.3% to 89.5%.

While the number of customers on a market contract has generally increased, as previously

stated, Tier 1 retail e whiléthenmmrketshare ofThenZrredailehsas dec | i
has gradually increased. This may indicate that Tier 2 retailers offer better terms to

customers and are gaining market share as a result. This is explored further in chapter 2.
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Figure 1.3 Residential electricity customers on market contracts by retailer
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Source: Electricity i AER, Schedule 21 Quarter 4 20237 24 retail performance data.

Comparing residential electricity customers on market contracts across jurisdictions, NSW
and South Australia have been consistently higher (Figure 1.4).

NSW, South Australia and South East Queensland are considered more competitive markets
than the ACT or Tasmania and the large number of customers on market contracts confirms
this view. The upward trend of customers on market contracts in the ACT over the past

5 years was driven by the primary regional retailer ActewAGL facing greater competition from
new market entrants (see section 1.1.2).

Figure 1.4 Residential electricity customers on market contracts by state/territory
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Note:  Data as at 30 June each year. The proportion of customers on standard contracts os higher where there
is a primary regional retailer - regional Queensland, the ACT and Tasmania. But as Ergon Energy offers
only standard contracts, it has been excluded from this chart.
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Source: Electricity i1 AER, Schedule 21 Quarter 4 2023i 24 retail performance data.

Gas

In the residential gas market, ActewAGL (the only primary regional gas retailer in the ACT),

AGL, Origin Energy and Tier 2 retailers all continued the upward trend of higher proportions
EnergyAustraliabds

of customers on market contracts (Figure 1.5) .
market contracts remained stable but it is notably higher than the other Tier 1 retailers.

As with residential electricity, Tier 1 retailers have seen an increase in the number of

customers on a market contract but have seen a decline in market share.

ActewAGL has seen an increase in customers on a market contract, while maintaining

market share. This may reflect this retailer seeking to maintain customer numbers as new
retailers enter the ACT gas market.

There are no other notable trends occurring in the residential gas market and for this reason
we have not included a gas chart comparative to Figure 1.4.

Figure 1.5
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Source: Electricity i AER, Schedule 21 Quarter 4 20237 24 retail performance data.

1.1.4
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Most Tier 1 and primary regional retailers have grown their
share of small business energy market

In 202371 24 there were 65 authorised retailers in the small business electricity market, of
which 48 were active selling electricity to 666,355 small business customers.

Primary regional retailers have steadily gained market share since 20197 20.

Tier 2 retailers saw an increase in market share of 1.1% to 18% of small business electricity
customers in 2023i 24 (Figure 1.6).
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In 20231 24 there were 18 authorised retailers in the small business gas market, with 16
actively selling to 76,950 customers.

The number of small business gas customers has declined to 76,950 in 2023i 24 from a
peak of 84,794 customers in 20217 22.

Only the ACT has increased the number of small business gas numbers it serves by 10%,
whilst NSW is down 8%, QId is down 12% and SA remained stable.

Tier 2 retailers have increased market share from 4.9% in 20197 20 to 8.8% in 20237 24
(Figure 1.7).

Figure 1.6 Market share of small business customers by retailer
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Note:  Data as at 30 June each year.
Source: Electricity T AER, Schedule 21 Quarter 4 2023i 24 retail performance data.

1.1.5 Proportion of small business customers on market
contracts decreased

Small business electricity customers are less likely to be on a market offer than residential
customers, with around 66% on a market offer compared with around 78% for residential
electricity customers (Figure 1.5 and Figure 1.7).
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Figure 1.7 Small business electricity customers on market contracts by retailer
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Figure 1.8 shows that the proportion of small business gas customers on market contracts
remained constant in 20231 24. However, there has been an upward trend since 201971 20.

Over the past 5 years ActewAGL has increased the proportion of its customers on a market
contract, up from 21.9% to 53.0%. However, its market share has remained steady.

The average proportion of small business gas customers on market contracts across Tier 2
retailers remains higher than for Tier 1 retailers, but the proportion of customers on a market
contract has continued to decline over the past 4 years.

Only EnergyAustralia has seen an upward trend in market share over the past 5 years, with
the other Tier 1 retailers each experiencing declines.

Figure 1.8 Small business gas customers on market contracts by retailer
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Note:  Data as at 30 June each year.
Source: Electricity T AER, Schedule 21 Quarter 4 2023i 24 retail performance data.
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1.1.6 Tier 1retailers serving large customers continue to lose
market share

Electricity

In 202371 24, there were 59 authorised electricity retailers, of which 47 were actively selling
electricity to 53,657 large customers.®

Over the past 5 years, in relation to the electricity market for large customers:
1 AGL and EnergyAustralia have experienced declines in market share since 20191 20 i
down 4.7% and 5.9% respectively

i Tier 2 retailers have maintained growth in market share (despite a slight decline in 20211
22) increasing from 19.6% in 201971 20 to 32.3% in 2023i 24 (Figure 1.9).

Gas

In the gas market, there were 12 authorised gas retailers, 11 of which were active gas
retailers selling to 5,227 large customers in 2022i 23.

Following a substantial 9.9% decrease in market share in 20221 23, AGL experienced a
further 3.9% decrease in 20237 24 to 21.1%, down from 35.9% in 20197 20.

Tier 2 retailers have significantly increased their market share from 5.3% in 20197 20 to
17.4% in 20237 24.

Figure 1.9 Market share of large customers by retailer
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Note:  ActewAGL is the only primary regional retailer in the gas market. Data as at 30 June each year.
Source: Electricity T AER, Schedule 21 Quarter 4 2023i 24 retail performance data.

8 A large customer is a business customer who consumes energy at business premises at or above the upper
consumption threshold i 100 megawatt hours per annum for electricity or 1 terajoule per annum for gas, as
per the National Energy Retail Regulations i unless otherwise specified in the regulations in force in the
relevant jurisdiction.
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1.2 Market activity
1.2.1 Retailer of Last Resort

To ensure energy consumers continue to receive power supply, the AER administers a

scheme to transition customers to a new gas or electricity retailer if their existing retailer fails.

The scheme is called the national Retailer of Last Resort (RoLR) scheme. The RoLR

schemeds provisions are cont ai nanditheiABRhashe Nat i ona
certain responsibilities, including registering and publishing default and additional RoLRs,

appointing designated RoLRs in relation to ROLR events and making RoLR cost recovery

scheme determinations.

The AER assumed responsibility for retailer of last resort arrangements in Victoria on 30 July
2024 under the National Energy Retail Law (Victoria) Act 2024.

There were no RoLR events in 20237 24.

1.2.2 New retailer authorisations approved in 2023i 24

In 20231 24, 4 new retailer authorisations were approved:

ERC Energy Pty Ltd
Tesla Energy Ventures Australia Pty Ltd

!
)l
1 Flo Energy Australia Pty Ltd
!

Solstice Energy Pty Ltd.

Figure 1.10 identifies the number of new retailers, retailers that had their authorisations
revoked and those that have surrendered their authorisation since 2019i 20.

Figure 1.10 New retailer authorisations, ROLR notices issued and surrendered
authorisations
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Figure 1.11 shows that the number of active electricity retailers varies across each
jurisdiction. The ACT and Tasmania, which continue to have limited competition, have very
low numbers of active retailers. More competitive markets such as NSW, Queensland and
South Australia have substantially more active retailers.

Figure 1.11 Number of active residential electricity retailers by state/territory

60
50

40

30

20

Number of active retailers

10

/
0
2019-20 2020-21 2021-22 2022-23 2023-24
e QLD NSW  e===SA  e=——=TAS ACT

Note: Data as at 30 June each year.
Source: Electricity i AER, Schedule 27 Quarter 4 2023i 24 retail performance data

1.2.3 Innovation and consumer energy resources

Over the last few years, many of the new retailers authorised to sell energy into the market
have sought to differentiate themselves through innovative business practices and product
offerings including:

i1 Leasing batteries and solar, making renewable technology accessible to customers that
cannot afford upfront costs of renewables.

i1 Bundling batteries and solar with energy plans, providing convenience to customers
looking to purchase consumer energy resources (CER). These offers can subsidise or
amortise the upfront cost of batteries and solar through the usage charges.

i Virtual Power Plant plans, where the retailer uses batteries to arbitrage energy prices
(charging when electricity is cheap or negative pricing, discharging when electricity is
expensive) can contribute to the stabilisation of the grid. Revenue from these activities
can subsidise the energy costs for the consumer.

1 Peer to Peer community trading, where customers with excess solar generation or
battery storage can trade with other members of their community.

1 Wholesale pass-through tariffs, offers that incentivise uptake of CER by introducing price
signals for customers that can manage their load and generation. Customers are
rewarded when feeding into the grid during periods of demand and drawing from the grid
during periods of low demand.
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1.2.4 Risein electricity customer switching rates, while gas
customer switching rates remain steady

The rate at which customers switch between energy retailers is an indicator of how actively
customers engage with the retail market.

However, switching rates do not provide a complete picture of engagement within the energy
market. For example, switching may be low in a competitive market if retailers deliver good-
quality, low-priced services that give customers no reason to change. Customers might
engage with the market and decide to stay with their current plan or might change energy
plans with the same retailer. Switching rates do not capture movement from one offer to
another while with the same retaliler.

There may be other factors that influence the rate of switching across regions, such as:

1 legislative changes® aimed at improving the switching process, providing customers with
faster access to the better prices and products

1 new retailers entering the market offering differentiated products
i1 customer switching based on media coverage of high energy prices

i initiative and campaigns to entice customers to compare their current energy bills with
other offers in the market (typically via an official'® or commercial comparator website).

Across all jurisdictions, quarterly electricity switching rates have continued to vary since
20191 20. Victoriad average quarterly switching rate of 6% is higher than the average
switching rate of 4.4%. Spikes observed in certain periods (most recently Q1 20231 24) may
be a result increases in retail energy prices being announced in that quarter, which then
triggers consumers to engage and switch retailers to find a better deal (Figure 1.12).

9 AEMC, National Energy RetalAme nd ment ( Reducing Customers6 Switching

10 Including government-operated websites Energy Made Easy and Victorian Energy Compatre.
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https://www.energymadeeasy.gov.au/
https://compare.energy.vic.gov.au/

Figure 1.12 Electricity quarterly switching rate between retailers
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Electricity Market monthly retail transfer statistics.
Source: Electricity T AER, Schedule 21 Quarter 4 20237 24 retail performance data.

Gas switching rates followed a similar trend to that of electricity, in that quarter 4 increases
also occur. Again, Victoria leads with an average quarterly switching rate of 4.8% since
20197 20 against an average of 3.5% across all jurisdictions (Figure 1.13).

Gas quarterly switching rates may be more stable than electricity because gas is considered
a secondary energy source and consumers may often choose to bundle their gas and
electricity provider together. This may result in consumers only switching gas retailer if they
also switch electricity retailer.

Figure 1.13 Gas quarterly switching rate between retailers
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Note: Data as at 30 June each year.
Source: Electricity i AER, Schedule 2 7 Quarter 4 20237 24 retail performance data
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Energy Made Easy

We encourage households and small businesses to compare their energy bills using our free
and independent Energy Made Easy comparison website and make a switch to a better offer
if one is available.

Between January and September 2024, Energy Made Easy was visited more than 2.6 million
times, with over 900,000 completing an energy search to compare retail offers. The website
also includes easy-to-read information about a range of topical energy issues, including
energy efficiency, energy contracts and bills, and consumer rights.

We launched a new version of Energy Made Easy in October 2023 and the website now
includes 3 simple options for consumers to find and compare plans:

1 Using their NMI number for a personalised plan comparison.
1 Choosing the 30-second Quick Compare journey.
1 Manually inputting information from their energy bill.

We are currently developing a roadmap to support continuous improvements to the website
and actively use social media to encourage consumers to understand the benefits of being
energy-savvy and regularly comparing offers.
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2 Pricing

M edia n ma rket Offe rs (change in price from June 2023 - June 2024)

Electrlclty
ACT QLD TAS
8 408 9 16% 10%  6%to12
Gas
ACT NSW SA VIC

8% 26 éo2h 12 Tt 2¢

Affordability* (% of income)
P 12%108.2%  (4)°" 0.6%t01.7

*range across distribution networks for average income households
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Key findings

i After broadly increasing across all jurisdictions in 2023i 24, residential electricity prices
decreased from July to September 2024 across most distribution networks.

1 Residential gas prices continued to fluctuate in 20237 24 and early 20241 25; increases
were recorded in some regions, with falls in others.

1 Over much of 2023i 24 the gap between median market offers and standing offers
widened in many electricity and gas distribution networks. This demonstrates that
customers have the opportunity to save by switching.

1 Electricity affordability improved for many households in 2023i 24 due to increased
government support. These rebates and concessions shielded eligible low-income
households and those average income households who received them from electricity
price rises, so they spent proportionally less of their income on energy bills compared to
the previous year. However, those households who were not eligible for the assistance
had less cushioning from price rises.

1 Gas affordability was generally less affordable in South Australia, while NSW and the
ACT remained relatively level and Queensland showed some improvement. Victorian
households spent the highest proportion of their annual income on gas, while
Queensland households spent the least.

i Customers are encouraged to regularly use Energy Made Easy and Victorian Energy
Compare to check if they are on the best available energy deal for their needs and
circumstances.

This section examines electricity and gas affordability by taking snapshots of generally
available market and standing offers across different time periods.

When navigating the retail market, peopleds I|ive
differ markedly. Customers pay different prices for energy depending on where they live,

what network infrastructure is required for supply and the intensity of retailer competition in

their local area.

Our analysis looks at outcomes across electricity and gas distribution networks to identify
those differences and better understand variations in lived experience.

Customersd6 engagement in the mar ket also contrib
dispersion exists across offers in all electricity and gas distribution networks. This indicates a

more competitive market, where customers can save on energy prices when they effectively

navigate the offers in the market. The opportunity to achieve savings is one means by which

consumers can mitigate the impacts of energy price rises. However, there may be challenges

and barriers for some customers experiencing vulnerability to shop around to achieve a

better price outcome.

The amount of energy a customer uses is another key factor in energy bill costs. Our
analysis is based on energy use by an average customer in each electricity and gas
distribution network. Therefore, it does not represent all customers. Households consume
different amounts of energy depending on:
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how many people live in their home

the local climate

the energy efficiency of their home and appliances (and how they use them)
access to rooftop solar

whether they use gas as well as electricity.

Because of these factors, some households may incur higher (or lower) energy costs than
presented in this report.

Initiatives to overcome barriers to access the benefits of consumer energy savings and
energy efficiency continues to form an important part of policies targeting affordability for
some households.

2.1 Energy cost update

ENERGY BILLS REFLECT A RETAILER'S UNDERLYING COSTS OF
PRODUCING AND SUPPLYING ENERGY, SUCH AS

® purchasing energy from wholesale markets and
» managing price volatility risks

costs to serve customers (e.g. costs for billing, ‘
operating call centres and hardship programs) % |=E

complying with environmental schemes that fund renewable
targets, installations and energy efficiency measures

transporting energy through electricity and gas
networks (including charges that differ in each «
distribution network)

& _ . .
/j costs to acquire/retain customers (e.g. advertising
» campaigns to retain existing customers and inform

new customers of their rights and obligations).

ENERGY BILLS ALSO INCLUDE A PROFIT MARGIN

The costs of supplying electricity and gas consists of different components i wholesale
costs, network costs, environmental costs and retail costs and margins (Figure 2.1). The
contribution of each component varies by jurisdiction and electricity and gas distribution
network.
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Retail costs and margins reflect factors including economies of scale, the level of competition
and regulatory costs. Gas retail markets are generally less competitive than electricity retalil
markets, reflecting the smaller number of customers buying gas services.

Figure 2.1 Composition of residential electricity and gas bills 20231 24
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Note:  Average data across jurisdictions. Data may not add to 100% due to rounding.
Source: Electricity I AER, Default market offer price 202371 24 i Final Determination i Cost Assessment Model;
Gas i Oakley Greenwood, Gas price trends review 2017, 2018.

Results presented in the following sections provide an indication of energy costs per
household in 20231 24 based on average energy use for residential customers on single rate
tariffs. It also examines electricity costs over time in each electricity distribution network and
highlights the median and range of standing and market offer prices.

Bill cost calculations are taken from available offers displayed over time on the government
price comparison websites Energy Made Easy and Victorian Energy Compare. Pricing data
is aggregated across multiple pricing areas within some electricity and gas distribution
networks. Bill estimates across areas are not directly comparable because each is based on
average consumption in the relevant area.

2.1.1 Residential electricity prices

A comparison of median electricity costs in each major electricity distribution network!! on a
cents per kilowatt hour (kWh) basis shows standing offer prices are typically higher than

11 There are 5 electricity distribution networks in Victoria, 3 in NSW and 2 in Queensland. The ACT, the
Northern Territory, South Australia and Tasmania each have one electricity distribution network. Appendix 5
includes a map of electricity distribution networks.
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those for market offers in normal market conditions.'? As in previous years, South Australia
also has one of the higher wholesale costs, and typically network costs are also above the
NEM average. In jurisdictions with multiple electricity distribution networks, such as NSW and
Victoria, electricity prices are typically higher in networks that service rural customers.
Essential Energy and AusNet Services, which provide service to regional and rural
customers, reflect higher costs than capital city distribution networks.

Figure 2.2 Residential electricity median market and standing offer prices
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Note:  Offer data as at September 2024. Based on single rate offers for residential customers and average
consumption in each electricity distribution network for 20237 24. Due to a different regulatory framework,
there are no market offers in the Ergon Energy distribution zone. The regulated price has been used as a

proxy of the market offer for Ergon Energy.
Source: AER analysis using offer data from Energy Made Easy and Victorian Energy Compare. Consumption
based on Economic Benchmarking RIN responses.

The daily distribution of electricity market offers from 202071 21 to 20237 24 was analysed for
each distribution zone (Figures 2.3 to 2.8). If there are multiple distribution zones within a
jurisdiction, a representative distribution zone has been chosen and the chart for that
distribution zone is included within this chapter. All the charts from each electricity distribution
zone in the 5 NECF regions and Victoria are shown in Appendix 7. The median standing
offer for each distribution zone has been included for comparison.

Figures 2.3 to 2.8 display the range of offers between the 10th percentile and the 90th
percentile (the bottom and top 10% of market offers have been excluded), covering around
80% of market offers and eliminates outliers that may not be representative of what is

12 The median standard offer is higher than the median market offer in all jurisdictions other than Ergon
Energydés regional Qnewverln ©utcanmeslin thel EsgbnrEnelogy distribution network
reflect a subsidy paid to Ergon Energy to reduce costs for standard offer customers through the Queensland
Government 6s Uni fhatother rétalerd afefnot &blke toiaacess). (
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generally available to customers. Any price comparisons are based on the lowest or highest
offers in this range.

Pricing trends are presented by analysing the daily movement of:

i1 the median market offer, which shows the typical mid-priced offer available and provides
a reasonable proxy of the price paid by customers at a given time

i1 the standing offer, which shows the prices paid by customers that are typically not
engaged in seeking better priced market offers

91 the best market offer, which takes the median price for each distribution network if only
considering each Irteigseeksltoedentosstrateb thespticespaid bg r 6
customers who actively engage their retailer for a better offer.

The minimum offer, which is displayed on the chart, is not used in this pricing analysis
because it is generally not representative of what is available to most electricity consumers i
it is included to provide continuity with previous reports.

Most charts follow a similar pattern. In distribution zones where there is a reference price, the
DMO in NSW, South Australia and South East Queensland and the VDO in Victoria, standing
offers broadly follow this price. This can be seen in the step jumps in the median standing
offer, which is reset in July each year.

The pricing analysis is based on actual usage data supplied by distribution networks. This
actual usage differs from the broadly representative consumption amount used for the DMO
and may result in different annual cost calculations for each offer.

For this electricity pricing analysis all calculations are based on the annual bill cost, and cost
and saving amounts have been rounded to the nearest $10.

Residential electricity prices rose in 20237 24 compared with 20221 23

In jurisdictions covered by the DMO, the median standing offer rose between 21% and 24%.
Most of the price change occurred early in 20237 24 as the standing offers followed the DMO.
Comparatively, in Victoria, which publishes its own VDO, the standing offer price rose in
distribution zones between 22% and 28% (Figures 2.3 to 2.8).

Median market offer prices from June 2023 to June 2024 increased between 4% and 16%
across all distribution networks. However, standing offers increased significantly more than
median market offers, widening the gap between these two offer types. This contrasts with
20221 23, where the median market offer aligned more closely with the median standing
offer. The divergence between the median market and standing offers in 2023i 24
demonstrate that customers on default or standard contracts could achieve greater savings
by switching to a more competitive offer in the market.

By June 2024, a customer could save between 6% and 15% ($150 to $400) by moving from
a standing offer to the median market offer in DMO regions and 17% to 19% ($270 to $380)
across Victorian distribution networks.

The range from highest to lowest market offer progressively widened in DMO and Victorian
distribution networks over 20231 24. This reflects a reduction in concentration of market
offers published at similar price points. For example, in Ausgrid, the difference between
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market offers in the highest range (90" percentile) and lowest range (10" percentile) was
close to $380 in July 2023. By June 2024 this difference had widened to $490 (Figure 2.3)
showing that offers in that market were less concentrated.

For some offers priced above the median standing offers (and the DMO), retailers have

structured their offers to apply a lower price per kWh on consumption levels that closely align

to the DMO model annual usage®® and a higher price per kWh on consumption amounts that

exceed this amount. These offer types would typically be the more expensive in the market

and priced above the median mar ket offer because
u s a Y eséd in this report is higher than DMO model annual usage.

Early 20241 25 residential electricity prices are lower

On 1 July 2024 regulated price caps of standing offers decreased in most jurisdictions. In
DMO regions, the cap fell in South Australia by 2.2% and in NSW by 0.2% to 0.9% but
increased in South East Queensland (Energex) by 4.9%. The Victorian Default Offers fell by
approximately 6% across its network regions. Regional Queensland (Ergon Energy), the
ACT and Tasmania are subject to price regulation and are not subject to the DMO. All
experienced price increases in their regulated price in 2023i 24.

From July to September 2024 median market offer prices fell by 1% to 4% in DMO
distribution networks and 2% to 4% across Victorian distribution networks.

A customer moving from a standing offer to the median market offer for selected retailers in
September 2024 could have reduced their annual electricity costs by 9% ($200) in the ACT,
between 7% and 10% ($150 to $255) in NSW, 9% ($230) in South East Queensland, 5%
($120) in South Australia, and between 10% and 11% ($140 to $300) in Victoria.

Analysis also indicates that customers moving from the median offer to the best offer

available from their current retailer could also achieve savings. In September 2024, switching

to a more competitive offer from their current retailer, as defined by moving from the median

mar ket offer to the representative Obestd mar ket
to $220) in NSW, by 5% ($110) in South East Queensland, by 3% ($70) in South Australia

and by 0.5% to 3% in Victoria (up to $40).

One of the elements of the Better Bills Guideline requires that the bill includes an applicable

6Better Offer6é message and information regarding
intended to encourage consumers to review their current plan and switch to the best plans

available (either with their current retailer or a competitor).

13 Competition and Consumer (Industry Coded Electricity Retail) Regulations 2019 s16(1)(a)(i). AER, Default
market offer price 20241 25 1 Final Determination, Appendix C i Legislative Instrument.

14 See Appendix 2: Pricing and affordability methodology.
15 Essential Services Commission, Victorian Default Offer price review 20241 25.
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Figure 2.3 Market offers i Energex (QId) i electricity
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Note:  Based on single rate offers for residential customers and average consumption in each electricity
distribution network. Average consumption for 20231 24 has been applied to all periods. Some offers
listed may not be available to all customers in an electricity distribution network.

Source: AER analysis using offer data from Energy Made Easy and Victorian Energy Compare. Consumption
based on Economic Benchmarking RIN responses.

Figure 2.4 Market offers i Ausgrid (NSW) 1 electricity
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Note:  Ausgrid has been chosen as representative of NSW. Charts for other distribution zones in NSW are
included in Appendix 7. All distribution zones in NSW followed a similar pattern, but distributors covering
regional areas have a higher base cost. Based on single rate offers for residential customers and
average consumption in each electricity distribution network. Average consumption for 2023i 24 has
been applied to all periods. Some offers listed may not be available to all customers in an electricity
distribution network.

Source: AER analysis using offer data from Energy Made Easy and Victorian Energy Compare. Consumption
based on Economic Benchmarking RIN responses.
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Figure 2.5 Market offers i Evoenergy (ACT) i electricity
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Note:  Based on single rate offers for residential customers and average consumption in each electricity
distribution network. Average consumption for 2023i 24 has been applied to all periods. Some offers
listed may not be available to all customers in an electricity distribution network.

Source: AER analysis using offer data from Energy Made Easy and Victorian Energy Compare. Consumption
based on Economic Benchmarking RIN responses.

Figure 2.6 Market offers i SA Power Networks (SA) i electricity
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Note:  Based on single rate offers for residential customers and average consumption in each electricity
distribution network. Average consumption for 20237 24 has been applied to all periods. Some offers
listed may not be available to all customers in an electricity distribution network.

Source: AER analysis using offer data from Energy Made Easy and Victorian Energy Compare. Consumption
based on Economic Benchmarking RIN responses.
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Figure 2.7 Market offers i TasNetworks (Tas) i electricity
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Note:  Based on single rate offers for residential customers and average consumption in each electricity
distribution network. Average consumption for 20231 24 has been applied to all periods. Some offers
listed may not be available to all customers in an electricity distribution network.

Source: AER analysis using offer data from Energy Made Easy and Victorian Energy Compare. Consumption
based on Economic Benchmarking RIN responses.

Figure 2.8 Market offers 1 CitiPower (Vic) 1 electricity
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Note:  CitiPower has been chosen as representative of Victoria. Charts for other distribution zones in Victoria
are included in Appendix 7. All distribution zones in Victoria followed a similar pattern, but distributors
covering regional areas have a higher base cost. Based on single rate offers for residential customers
and average consumption in each electricity distribution network. Average consumption for 20237 24 has
been applied to all periods. Some offers listed may not be available to all customers in an electricity
distribution network.

Source: AER analysis using offer data from Energy Made Easy and Victorian Energy Compare. Consumption
based on Economic Benchmarking RIN responses.
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Pricing analysis in DMO regions

Changes in market offers by retailer tier since introduction of DMO

When the Default Market Offer (DMQO) was introduced, the variability in pricing of offers
reduced because unjustifiably high standing offers were capped by the DMO. Offer pricing
for Tier 1 and Tier 2 remained grouped at similar price levels until extreme volatility was
experienced in the wholesale market. During the 20211 22 and 20221 23 financial years, Tier
2 retailers began to provide much higher priced offers. For Tier 1 retailers, the price of offers
increased slightly (reflecting increased DMO prices) but remained largely concentrated at a
relatively lower level.

The availability of extremely high and low priced offers from Tier 2 retailers indicates these
businesses are more exposed than Tier 1 retailers to changes in market conditions, such as
changes in wholesale energy costs. In these volatile market conditions, it was observed that
some smaller retailers reported introducing higher-priced offers to incentivise their own
customers to move to another retailer, thereby reducing the total customer load they would
need to hedge against, with the goal of reducing exposure to wholesale market costs.

As highlighted in Figure A Tier 2 retailers in the Ausgrid distribution region, responded to high
wholesale prices throughout 2022 by shifting a number of market offers above the median
standing offer price.

Figure A Market offer spread, Ausgrid
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There is a correlation between wholesale price and market offers

From DMO 4 (20221 23) onwards, different outcomes were observed as the DMO price, and
spread of market offers, increased, largely driven by increased risk in wholesale markets.
During DMO 4 there were a large number of market offers above the DMO and the median
market offer was at the same level as the DMO. For DMO 5 (202371 24) the median market
offer decreased back below the DMO, despite the spread of market offers remaining up to

the DMO.

Since the introduction of the DMO, market offers have responded to changes in the
underlying cost of electricity, mostly driven by changes to wholesale market outcomes. The

DMO6s annual recal cul ation appears
(i.e. it does not impact market offers below the median), while the underlying cost of

electricity influences the entire spectrum of market offers dynamically.

t o medidnl

The size of market offer discounts compared with the DMO has been inversely correlated
with the movement seen in the wholesale electricity price.

When wholesale costs increase, retailers typically recoup this through the upper end of the
range of market offers, not the lower end. There is no evidence to suggest retailers have
responded to the DMO by reducing the number of lower priced market offers.

Market offer prices above the DMO, during volatile wholesale conditions were largely driven
by smaller retailers adjusting their offers. The offer pricing of Tier 1 retailers did not change

significantly during that time.

This is demonstrated in Figure B.

Figure B Correlation of median market offer discount with wholesale price, Energex
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the median market offer in the same region. The wholesale price is the monthly volume weighted average spot price

in Queensland.
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2.1.2 Residential gas prices

We analysed and compared median gas prices in each major gas distribution network on a
cents per megajoule (MJ) basis in September 2024. Gas prices are lowest per unit in
Victoria, partly due to the relatively high number of residential gas customers in Victoria,
which creates savings due to economies of scale in pipeline network costs (Figure 2.9).

Household usage of gas in Victoria is higher than other states, so fixed supply charges are
spread over a greater base when assessing costs on a per unit of usage basis. However, this
higher gas usage means that the total annual household gas costs are higher in Victoria than
other jurisdictions despite the lower cost per unit (Figure 2.10 to 2.14). Costs per unit of
consumption are highest in Queensland. This reflects both low gas penetration and low
average household gas use (due to low heating requirements, which account for most of the
gas use in other jurisdictions).

Figure 2.9 Residential gas median market and standing offer prices
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Note: Offer data as at September 2024. Based on offers for residential customers and estimated consumption in each

jurisdiction.

Source: AER analysis using offer data from Energy Made Easy and Victorian Energy Compare. Consumption is based on RIN
responses except in Queensland where consumption is based on Frontier Economics, Report to the AER T
Residential energy consumption benchmarks.

Figures 2.10 to 2.14 show the daily distribution of gas market offers from 20207 21 to 20237
24 for each jurisdiction. If there are multiple distribution zones within a jurisdiction, a
representative distribution zone has been chosen and the chart for that distribution zone is
included within this report. All the charts from each gas distribution zone are provided in
Appendix 7. The median standing offer for each distribution zone has been included for
comparison.
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The charts display the range of offers between the 10th and 90th percentiles (the bottom
10% and top 10% of market offers have been excluded), covering 80% of market offers and
excluding outliers that may not be representative of what is generally available to customers.
Any pricing comparisons are done to the lowest or highest offers in this range.

The minimum offer is displayed in the chart to provide continuity with previous reports.
However, it is not used in this pricing analysis.

For this gas pricing analysis all calculations are based on the annual bill cost, and cost and
saving amounts have been rounded to the nearest $10.

Residential gas prices fluctuated in 20231 24

Gas price trends have been uneven across gas distribution networks in 20231 24. The
median market gas offer increased 12% in South Australia, 8% in the ACT and by 2% for
Jemena in NSW. In contrast, prices fell by 2% to 7% in Queensland. In Victoria the price
variation ranged between -1% and 2% (Figures 2.10 to 2.14).

Movements in wholesale gas prices were the primary reason for gas retail price increases. In

2022 international coal and gas prices climbed rapidly, driven by factors including the war in

Ukraine, domestic fuel supply concerns and plant outages. These factors combined with

domestic supply challenges, such as generation outages, fuel access problems and high

winter demand, resulted in an dédenergy squeezebd t
retail prices.

Residential gas price trends remain inconsistent in early 20241 25

Between June 2024 and September 2024, the median market offer prices rose by 9% in the
ACT, 6% in NSW and between 4% and 6% in Victoria. Opposite trends were observed in
other gas distribution networks 1 the median market offer price fell for AGN in Queensland by
6% and South Australia by 5%.

Savings are available for customers who move from a standing to a market offer. A typical
customer moving from a standing offer to the median market offer in September 2024 could
have reduced their annual gas costs by 20% ($230) in NSW, by 20% ($180) in Queensland
and by 14% ($170) in South Australia. Potential savings were greater in the ACT, where a
shift from the standing to the median market offer could reduce gas costs by 17% ($280),
and in Victoria, where a shift to the median market offer could save between 14% to 17%
($260 to $360) depending on the distribution zone.
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Figure 2.10 Market offers i Jemena Gas (NSW) i gas
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Note:  Based on single rate offers for residential customers and average consumption in each gas distribution
network. Average consumption for 2023i 24 has been applied to all periods. Some offers listed may not
be available to all customers in a gas distribution network.

Source: AER analysis using offer data from Energy Made Easy and Victorian Energy Compare. Consumption
based on Economic Benchmarking RIN responses.
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Figure 2.11 Market offers i Allgas Energy (Qld) i gas
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Note:  Based on single rate offers for residential customers and average consumption in each gas distribution
network. Average consumption for 2023i 24 has been applied to all periods. Some offers listed may not
be available to all customers in a gas distribution network.

Source: AER analysis using offer data from Energy Made Easy and Victorian Energy Compare. Consumption
based on Economic Benchmarking RIN responses.

Figure 2.12 Market offers i Evoenergy Gas (ACT) i gas
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Note:  Based on single rate offers for residential customers and average consumption in each gas distribution
network. Average consumption for 2023i 24 has been applied to all periods. Some offers listed may not
be available to all customers in a gas distribution network.

Source: AER analysis using offer data from Energy Made Easy and Victorian Energy Compare. Consumption
based on Economic Benchmarking RIN responses.
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Figure 2.13 Market offers i AGN (SA) T gas
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Based on single rate offers for residential customers and average consumption in each gas distribution
network. Average consumption for 20231 24 has been applied to all periods. Some offers listed may not
be available to all customers in a gas distribution network.

Source: AER analysis using offer data from Energy Made Easy and Victorian Energy Compare. Consumption

based on Economic Benchmarking RIN responses.
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Figure 2.14 Market offers i AusNet Services (Vic) T gas
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Note:  Ausnet Services has been chosen as representative of Victoria. Charts for other distribution zones in
Victoria are included in Appendix 7. All distribution zones in Victoria followed a similar pattern, but
distributors covering regional areas have a higher base cost. Based on single rate offers for residential
customers and average consumption in each gas distribution network. Average consumption for 202371
24 has been applied to all periods. Some offers listed may not be available to all customers in a gas
distribution network.

Source: AER analysis using offer data from Energy Made Easy and Victorian Energy Compare. Consumption
based on Economic Benchmarking RIN responses.

45 | Annual retail markets report 20231 24



2.2 Energy affordability

Energy bills are a considerable cost-of-living issue for households. Reforms to
improve affordability have focused on:

g
“o reducing energy supply costs and enhancing competition

=y improving access to energy concessions

Do

improving access to sustainable payment plans and effective hardship
program arrangements

P providing customers experiencing vulnerability with greater access to
efficiency programs and solar PV systems.

Implementation of any reforms requires coordinated action by governments and the energy

industry. Complementary reforms are being progressed to improve affordability, remove

barriers to consumers engaging with retailers and accessing the market i including

addressing market-based complexities (such as inaccessible information, information

asymmetry or a lack of easy comparability of offers). Steady progress has been made in

some of these areas i nlowaelcemaidy equitg @aastateqgyidna AERO s
inclusive energy market is an example of such reforms.

2.2.1 How we assess energy affordability

Energy affordability is measured by the proportion of income spent on energy.

(]
-\ o- _!

average energy use in annual post-tax income for
each jurisdiction or annual energy low-income and average-
electricity and gas charges (based on income households in each
distribution network average usage) jurisdiction
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The affordability analysis focuses on the 5 jurisdictions where the AER has a retail regulatory
role i NSW, Queensland, South Australia, Tasmania and the ACT. Victoria, where the ESC
has regulatory responsibility, is included for completeness.

The analysis covers broad affordability trends over the past 5 years. Outcomes for the period
March 2020 to June 2021 will likely vary from outcomes outside this period due to shifts in
income for many households during the COVID-19 pandemic. Income shifts are difficult to
quantify because household incomes would have fallen in those that experienced job losses
or reduced work hours but increased in those households that received additional
government assistance during the pandemic.

Energy use

Usage charges represent the largest component of energy bills for most households.®
Therefore, a cus tanimpactdrsenezgy affordapilityu s e

We estimated average annual residential electricity use in each electricity distribution
network based on data provided by network businesses on the volume of electricity supplied
to customers through the networks (Figure 2.15).1” This measure is an estimate of the
volume of electricity billed to customers through their retailer. Total electricity consumption by
households is higher because it includes electricity supplied through electricity distribution
networks as well as that supplied from rooftop solar PV systems.

Electricity usage is highest in Tasmania, driven by climate (with greater heating requirements
than in some jurisdictions) and the low penetration of household gas. Conversely, most
households in Victoria have both electricity and gas connections,8 resulting in the lowest
average household electricity consumption.*®

16 Most energy offers include usage charges as well as a fixed supply charge. Some offers also include
membership fees or additional charges for metering.

17 This data is updated annually by network businesses in response to RINs issued by the AER.

B Further information on gas customers in each state

2021 Gas Network Performance Report, Australian Energy Regulator, December 2021, accessed
25 November 2024.

19 SA Power Networks has lower electricity consumption than Powercor and AusNet Services.
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Figure 2.15 Average annual household electricity usage
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Note:  Data for 2023i 24.
Source: Economic Benchmarking RIN responses.

Gas is primarily used in homes for space heating, water heating and cooking. The
requirement for space heating is heavily dependent on climate i customers in colder
climates (such as Victoria and the ACT) tend to use the most gas, while those in Queensland
use the least gas due to the warmer climate (Figure 2.16).

Except for Queensland, we estimated average annual residential gas use in each gas
distribution network based on data provided by network businesses on the volume of gas
supplied to customers through the networks. Queensland gas consumption estimates are
based on a consumption benchmark report prepared for the AER in 2020.%°

20 Frontier Economics, Report to the AER 1 Residential energy consumption benchmarks, 2020, accessed
25 November 2024. Queensland gas usage data is not reported via the Economic Benchmarking RIN
responses and the Frontier Economics data is utilised in its place.
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Figure 2.16 Average annual household gas usage
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Note:  Data for 2023i 24.

Source: AER analysis using offer data from Energy Made Easy and Victorian Energy Compare. Consumption is
based on RIN responses except in Queensland where consumption is based on Frontier Economics,
Report to the AER i_Residential energy consumption benchmarks.

Energy charges

We sourced electricity and gas offers available in June of each year from 201971 20 to 20241

25 from the Energy Made Easy website for NSW, Queensland, South Australia, Tasmania

and the ACT. For Victoria, we sourced offers from the Victorian Energy Compare website.

Our analysis relates to generally avaeaehargeadol e si ng
not vary by time of day), which remains the most common tariff type?! in most jurisdictions.

Future reports may be expanded to eval tnete ot her
ofused tariffs as some curatdeadferser s move away for f1

We estimated annual bills for each offer by applying our usage assumptions to the usage
charges for each offer and then adding fixed supply charges and any other ongoing fees.
Both market and standing offers are included in the analysis.

Where appropriate, we adjusted annual bills to account for relevant government concessions
and rebates. This analysis factors in most generally available rebates and not all low-income
households will have access to these rebates, and some households will have access to
other rebates that are not included in this analysis.

Income

Annual income is a key element in the assessment of affordability of essential services such
as energy. Annual income represents the income available to households to pay for goods

21 Appendix 2 provides a detailed outline on how offers are selected for the pricing and affordability analysis.
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and services after income taxes, levies and surcharges. Where available we use Australian
Bureau of Statistics (ABS) data on household annual income?? and present this data as
averages for all households and low-income households. All income analysis is calculated
based on a householdsd icome provided by

Average income varies across jurisdictions. However, the variation is less pronounced
among low-income households. The average annual income for low-income households in
2023i 24 was $35,000 to $41,000 across all jurisdictions, except the ACT where it was
$54,000. Average income across all households in 2023i 24 ranged from $88,000 in
Tasmania to $134,000 in the ACT. Higher average incomes in the ACT contributed to better
energy affordability outcomes in that jurisdiction.

Rebates and concessions

Since 1 July 2023, the Australian Government has partnered with state and territory
governments to provide electricity bill relief for eligible households and small businesses
through the Energy Bill Relief Fund.?*

The rebates available in 2023-24 had a broader range of eligibility criteria than many existing
concessions and rebates and included those who qualify for Family Tax Benefit Parts A and
B. Our analysis of affordability for average income households is not reflective of those
households in this group who were eligible for and received these rebates.

For the analysis of the energy affordability for low-income households, we have also factored
in any relevant energy rebates and concessions provided by state and territory governments.
2023i 24 energy concessions and rebates used in the affordability analysis is outlined in
Appendix 8.

2.2.2 Energy affordability over the past 5 years

Two key metrics are used to provide an overall picture of changes in electricity affordability
for households i the annual estimated cost of energy based on the median and range of
available offers, and those estimated costs as a percentage of household income. Where we
refer to o6affordabilityé in the analysis,

Our analysis focuses on low-income households, for which energy affordability is critical. We
also include some analysis for average income households to provide an indication of
affordability more broadly and provide context to the low-income household analysis.

For this electricity and gas affordability analysis, cost and saving amounts have been
rounded to the nearest $10.

22 The ABS typically updates income data every 2 years, with the most recent data available for 20197 20. For
more recent years where no income data is available, we use the Consumer Price Index (CPI) and Wage
Price Index (WPI) to adjust the ABS income data.

23 See Appendix 2 for detailed description of income methodology.

24 DCCEEW, Rebates and assistance, Department of Climate Change, Energy, the Environment and Water,
accessed 25 November 2024.
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Electricity affordability improved for low-income customers in 2023i 24

Due to the availability of cost-of-living rebates, electricity affordability for low-income
households improved across most jurisdictions in 2023i 24 compared with the previous year.

Figures 2.17 to 2.20 set out the results for each region. These include typically available
concessions and rebates for low-income households. However, for average income
households we have only applied the $550 rebate made available to all electricity customers
in the Energex area. This led to a decrease in the percentage of annual household income
spent on electricity by average income customers in that region. Customers in the Ergon
Energy distribution area also received this rebate, but feedback from Ergon Energy indicated
that much of the value of the rebate may have been absorbed by increased electricity usage
due to the unusually hot summer. There are limitations in seeing this effect in our analysis
because a single annual benchmark energy consumption for each distribution region is used
to calculate annual bill cost.

The broader eligibility requirements for the Commonwealth Energy Bill Relief payments
meant that at least some average-income households would have benefitted. While not
reflected in the charts below, this would have led to those who received the payments having
a similar improvement in affordability to low-income households.

Most rebates are one-off or only available for a set time period, meaning households
receiving these time-limited rebates will experience electricity price rises when the rebates
finish.

Overall, Victoria remains the most affordable jurisdiction for electricity in 20237 24. This
largely stems from relatively low electricity use linked to high gas penetration. Tasmania is
the least affordable jurisdiction for both average-income and low-income households, despite
relatively low electricity costs on a per unit basis. Tasmanian households have significantly
higher average usage than the rest of Australia, primarily due to a colder climate and the low
penetration of gas.

In NSW, electricity in the regional and rural®® Essential Energy distribution network remains
less affordable than the predominantly urban Ausgrid distribution network.

This trend is similar in Queensland where, based on estimated costs, electricity in the
regional Ergon Energy distribution network?® is less affordable than for Energex, which
serves South East Queensland. Ergon Energy is the only distribution network where the
percentage of annual low household income that is spent on electricity has increased.

The ACT continues to have relatively affordable electricity due to its higher household
incomes compared with the rest of the country.

In many jurisdictions, low-income households on the median market offer paid more than
double the proportion of their annual income for electricity compared with an average-income
household. In 20231 24 low-income households on the median market offer spent from 2.3%

25 Use of average incomes across jurisdictions may overstate affordability in regional areas, where average
incomes are typically lower than across the jurisdiction more broadly.

26 Ergon Energy does not have a market offer. For completeness, the regulated price has been used as a
proxy because it represents what customers are paying.
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(CitiPower in Victoria) to 5.5% (TasNetworks (D) in Tasmania). In comparison, the average-
income household spent between 1.2% (CitiPower in Victoria) and 3.2% (TasNetworks (D) in
Tasmania).

Figure 2.17 Electricity costs as a proportion of income for low and average-income
households T Queensland
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Note:  Based on offers for residential customers in Queensland. Average household consumption for the year
ending June of each period was used in annual bill calculations. Percentage of income figures refer to
mean annual income of all and low-income households.

Source: Offer data from Energy Made Easy (AER). Consumption estimates based on Economic Benchmarking
RINs. Income data are unpublished ABS estimates of household annual income.

Figure 2.18 Electricity costs as a proportion of income for low and average-income
households T NSW and ACT
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Note:  Based on offers for residential customers in NSW and the ACT. Average household consumption for the
year ending June of each period was used in annual bill calculations. Percentage of income figures refer
to mean annual income of all and low-income households.

Source: Offer data from Energy Made Easy (AER). Consumption estimates based on Economic Benchmarking
RINs. Income data are unpublished ABS estimates of household annual income.
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Figure 2.19 Electricity costs as a proportion of income for low and average-income

households i South Australia and Tasmania
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Note:  Based on offers for residential customers in South Australia and Tasmania. Average household
consumption for the year ending June of each period was used in annual bill calculations. Percentage of
income figures refer to mean annual income of all and low-income households.
Source:

Offer data from Energy Made Easy (AER). Consumption estimates based on Economic Benchmarking
RINs. Income data are unpublished ABS estimates of household annual income.

Figure 2.20 Electricity costs as a proportion of income for low and average-income
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Based on offers for residential customers in Victoria. Average household consumption for the year
ending June of each period was used in annual bill calculations. Percentage of income figures refer to
mean annual income of all and low-income households.

Offer data from Energy Made Easy and Victorian Energy Compare. Consumption estimates based on

Economic Benchmarking RINs. Income data are unpublished ABS estimates of household annual
income.
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Range of electricity costs and affordability for low-income households

Consistent with previous years, in 20231 24 estimated costs for customers on standing
electricity offers were more expensive than estimated costs for customers on market offers in
all jurisdictions (Figure 2.21). Only a small number of customers are on standing offers in
most jurisdictions. However, if these are low-income households, they will be the most
affected by affordability issues.

Reforms over the past 3 to 4 years have focused on encouraging customers to move from
standing offers to cheaper market offers. These reforms include requirements on retailers to
inform customers before any change in energy charges or when moving a customer from a
market offer to a standing offer at the expiry of their current offer. Additionally, in Victoria,
notices are required on customer bills to indicate whether the customer is on the cheapest
market offer from their retailer.?’ This extended to other regions outside Victoria with the
commencement of the Better Bill Guidelines in September 2023 (more information follows).

Better Bills Guideline

Our Better Bills Guideline applies in NSW, Queensland, South Australia, the ACT and
Tasmania. The Guideline establishes a set of design principles that must be applied

holistically when producing bills, incduding t
message and information regarding Energy Made Easy. The messaging is intended to

encourage consumers to review their current plan and switch to the best plans available.

The Guideline was fully implemented in 30 September 2023.28

We assessed retailersé compliance with Better
guidance on our expectations in October 2024. Compliance with the Better Bills Guideline

will continue to be a focus area for the AER in 2024-2025 underthe AERO6s Compl i ance

Enforcement Priority 2, particularly in relation to the Better Offer message.

We know from consumer research and stakeholder feedback that having an accurate Better
Offer message on small customer bills is critical, particularly given the ongoing cost of living
concerns. We also understand that clear and simple energy bills can build consumer trust in
their retailer and help customers make more confident decisions in the energy market.

We are continuing to undertake research to better understand how the Better Offer and
Energy Made Easy messages are being received by customers to assess the effectiveness
of the Guideline. These findings will be used alongside a cost analysis and implementation
review to identify potential opportunities to further increase consumer confidence and
improve bills comprehension.

Customers may achieve savings by switching from a standing to a market offer; these
savings vary across distribution networks. For example, in NSW, low-income households
would save 1% of annual income ($340 to $400) by switching offers, whereas in South
Australia the benefit for changing offers is only 0.4% of income ($150).

27 ESC, Victorian Energy Market Update i June 2021, Essential Services Commission, June 2021, accessed
25 November 2024.

28 AER, Better Bills Guideline i Version 2, Australian Energy Regulator, 30 January 2023, accessed
25 November 2024.
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In Victoria, although prices were lower than other jurisdictions, switching from a standing
offer to a market offer still provided savings. Across the 5 Victorian electricity distribution
networks, low-income households could save between $220 (CitiPower) and $350 (AusNet
Services) a year by switching from the median standing offer to the lowest market offer.

Figure 2.21 Electricity costs for low-income households on a median market and
standing offer in 20231 24
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Note:  Based on offers for residential customers in each jurisdiction. Average household consumption for the
year ending June of each period was used in annual bill calculations. Percentage of income figures refer
to mean annual income of all and low-income households. Due to a different regulatory framework, there
are no market offers in the Ergon Energy distribution zone. The regulated price has been used as a
proxy of market offers for Ergon Energy.

Source: Offer data from Energy Made Easy and Victorian Energy Compare. Consumption estimates based on
Economic Benchmarking RINs. Income data are unpublished ABS estimates of household annual
income.

The spread of market offers has narrowed in most distribution networks. In some instances,
a low-income household on the highest offer would have paid up to 8% of their annual
income for electricity in 20221 23. This has dropped to 6% in 202371 24.

Market offers tend to cluster around the median, with some outliers significantly above the
median (Figure 2.22). These offers are a continuation of the market volatility that occurred in
2022. It is concerning that retail customers, particularly low-income householders, on these
offers would spend a high proportion of their income on electricity.
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Figure 2.22 Electricity costs as a percentage of annual income for low and
average-income households

Proportion of annual income
s

M Average income M Low income

Note:  Based on offers for residential customers in each jurisdiction. Average household consumption for the
year ending June of each period was used in annual bill calculations. Percentage of income figures refer
to mean annual income of all and low-income households. The boxes in the chart show the interquartile
range where 50% of offers reside closer to the median, while most of the remaining offers are observed
within the upper and lower quartile (within the whiskers or vertical lines).

Source: Offer data from Energy Made Easy and Victorian Energy Compare. Consumption estimates based on
Economic Benchmarking RINs. Income data are unpublished ABS estimates of household annual
income.

Gas affordability for customer fluctuated across jurisdictions

Gas is least affordable for customers in Victoria, followed by South Australia. In comparison,
customers in NSW, Queensland and the ACT pay a lower percentage of their income to
meet gas costs, making it more affordable.

In 20231 24 gas became less affordable in South Australia and the ACT, as the proportion of
household annual income typically spent on gas increased. Gas affordability remained
unchanged in NSW and it became more affordable in Victoria and Queensland.

For an average-income household, the proportion of household annual income spent on gas
in 20231 24 ranged from 0.6% in Queensland, 0.8% in NSW, 0.9% in the ACT, 1.2% in South
Australia up to 1.7% in Victoria.

Low-income households spent 1.7% of their income on gas in Queensland and up to 4.4% in
Victoria (Multinet Gas).

The median estimated cost of gas increased across most distribution networks. South
Australia experienced a 12% rise in median bills from the previous year, with smaller
increases observed in the ACT (8%) and NSW (2%), while median gas bills fell by to up to
7% in Queensland.

Across the jurisdictions, Victorian households paid the highest proportion of their annual
income on gas bills. This is largely because households in Victoria used more gas than those
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in other jurisdictions. For ACT households, higher annual gas costs were partly offset by
higher average incomes. On average, Queensland households used the least gas at 7,238
MJ per year and spent the least on their gas bills, despite gas prices being the highest on a
per unit basis.

Figures 2.23, 2.24 and 2.25 show analysis of market and standing offers for gas for both low-
income and average-income households from 20197 20 to 20231 24. The charts also show
the percentage of household income spent on gas by households. Low-income households
on the median market offer in each jurisdiction paid more than twice the proportion of their
annual income for gas compared with average-income households.

Figure 2.23 Gas costs for low-income and average-income households 1
Queensland

0,
1.8% 1.7% 1.8% 1.8% 17% 8% 1.7% 1.8% 196 1.7%
2 Q- Pa— @ Y e 9 @ ®T ®
s
f=
8
y =
2
o
« & ® @ ® @ @ ® () ®
0.7% 0.7% 0.7% 0.7% 0.6% 0.7% 0.7% 0.7% 0.7% 0.7%
® - % of average income o @ % of low income
$800
2
o $600
©
3
c
[
< $400
$200
$0
2019-20  2020-21 2021-22  2022-23 2023-24 2019-20  2020-21 2021-22  2022-23  2023-24
AGN (Qld) Allgas Energy
mAnnual cost, average income mAnnual cost, low income

Note:  Based on single rate offers for residential customers and average consumption in Queensland gas
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Source: Offer data from Energy Made Easy. Income data are unpublished ABS estimates of household annual
income. Consumption based on Frontier Economics, Report to the AER i Residential energy
consumption benchmarks.
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Figure 2.24 Gas costs for low-income and average-income households i NSW, ACT
and South Australia
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Note:  Based on single rate offers for residential customers and average consumption for the ACT, NSW and
South Australia gas distribution network. Using mean annual income for all and low-income households
by state or territory.

Source: Offer data from Energy Made Easy. Income data are unpublished ABS estimates of household annual
income. Consumption based on Economic Benchmarking RIN responses.

Figure 2.25 Gas costs for low-income and average-income households i Victoria
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Note:  Based on single rate offers for residential customers and average consumption in each Victorian gas
distribution network. Using mean annual income for all and low-income households by state or territory.
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Source: Offer data from Energy Made Easy and Victorian Energy Compare. Income data are unpublished ABS
estimates of household annual income. Consumption based on Economic Benchmarking RIN
responses.

Range of gas costs and affordability for low-income households

Gas standing offers remained higher than gas market offers across all jurisdictions. Figure
2.26 shows median annual gas costs for market and standing offers as an annual dollar
figure and a proportion of annual income in 202371 24.

The difference in costs between jurisdictions is largely driven by usage. Although Victorian
customers pay the cheapest gas prices on a cents per MJ basis, higher average usage
results in gas in Victoria being the least affordable (as discussed in section 2.2.2).

Figure 2.26 Gas costs for low-income households on a median market and standing
offer

6.0%

5.0%
O
4.0% ® ®
o
3.0% o
2.0% '

1.0%

Proportion of income

0.0%

$2,400

$1,800

$1,200
- - - - . .
$0

AGN (QIld) Allgas Energy Jemena Gas  Evoenergy AGN (SA)  Multinet Gas AusNetGas  AGN (Vic)

Median annual bill cost

Networks Services
Qld NSW ACT SA Vic
= Market offer m Standing offer

Note:  Based on offers for residential customers and average consumption in each jurisdiction. Using mean
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Source: Offer data from Energy Made Easy and Victorian Energy Compare. Income data are unpublished ABS
estimates of household annual income. Consumption based on Frontier Economics, Report to the AER T

Residential energy consumption benchmarks and on Economic Benchmarking RIN responses.

In switching from the median standing offer to the median market offer, low-income
households could save up to 1% of their annual income, depending on their gas distribution
network. For NSW households, moving from the median standing offer to the median market
offer would save $220.

Victorian households can make the greatest savings by switching 1 for example, moving
from the median standing offer to the median market offer, Victorians can save up to 1% of

59 | Annual retail markets report 2023i 24


https://www.aer.gov.au/system/files/Residential%20energy%20consumption%20benchmarks%20-%209%20December%202020_0.pdf
https://www.aer.gov.au/system/files/Residential%20energy%20consumption%20benchmarks%20-%209%20December%202020_0.pdf

their annual income. For low-income customers, this is a saving of around $280 to $390 per
year based on average gas usage.

Victoria had the largest spread of offers in 20237 24, with some offers significantly higher
than the median. Some low-income households may have paid up to 6% of their annual
income on gas if they were on these offers (Figure 2.27).

Figure 2.27 Gas costs as a proportion of annual income for average and low-income
households
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Note:  Based on offers for residential customers and average consumption in each jurisdiction.

Source: Offer data from Energy Made Easy and Victorian Energy Compare. Income data are unpublished ABS
estimates of household annual income. Consumption based on Frontier Economics, Report to the AER T
Residential energy consumption benchmarks and on Economic Benchmarking RIN responses.

2.2.3 Concessions and rebates

Commonwealth, state and territory governments provide energy bill payment assistance
through targeted energy concessions for eligible customers. These are typically available for
low-income earners. However, not all lower-income earners receive these forms of
assistance and, in some cases, they may be available to some average income households.

Figures 2.28 and 2.29 compare concession and rebate payments to low-income households
in 20237 24 to the announced rebates?® and concessions®® for 20241 25, including the general
energy bill rebate. Low-income households benefit because rebates reduce the proportion of
income required to meet their electricity cost. However, the benefit for low-income earners in

29 DCCEEW, Energy Bill Relief Fund 2024-25, DCCEEW, November 2024

30 For the purpose of this Low-income electricity analysis in Figure 2.28, concessions available in 2023-24
included
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20241 25 may be less than that for 20237 24 in NSW and South Australia as the higher, more
targeted rebate of $500 is replaced by a more generally available $300 rebate.

In 20231 24 rebates reduced the amount low-income households needed to spend on their
electricity bills, saving between 0.3% (ACT) and 1.7% (Queensland) of their income. In
20241 25 the savings from rebates for low-income households will increase to between 0.5%
and 3.2% of income. In addition, other households will be expected to save around 0.3% of
income due to the $300 Australian Government energy bill rebate, and Queenslanders are
expected to save 1.2%.

Figure 2.28 Low-income electricity customer who received rebates and concessions,
2023i 24
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Note:  Consumption estimates are based on 20237 24 figures to allow direct comparison between rebates.

Source: Offer data from Energy Made Easy and Victorian Energy Compare. Consumption estimates based on
Economic Benchmarking RINs. Income data are unpublished ABS estimates of household annual
income. Energy rebate and concession information sourced from public government websites.
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Figure 2.29 Low-income electricity customer receiving projected rebates and
concessions, 2024i 25
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Source: Offer data from Energy Made Easy and Victorian Energy Compare. Consumption estimates based on
Economic Benchmarking RINs. Income data are unpublished ABS estimates of household annual
income. 2024-25 Energy rebate and concession information sourced from public government websites.

Figure 2.30 Average-income electricity customer receiving projected rebates, 2024i
25
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Source: Offer data from Energy Made Easy and Victorian Energy Compare. Consumption estimates based on
Economic Benchmarking RINs. Income data are unpublished ABS estimates of household annual
income. Energy rebate and concession information sourced from public government websites.
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3 Payment difficulties and hardship

Customer debt (excludes hardship customers)
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Key findings

T

Overall, the proportion of residential customers with energy debt of 90 days or over has
remained stable at 2.9%. The level of debt held by residential customers has increase by
16% to $1,148.

Customers are increasingly seeking support from their energy retailer. The proportion of
electricity customers on payment plans has increased to the highest levels in 5 years at
1.8%. Through 2023i 24 the number of residential electricity customers accessing
hardship programs increased to 131,736 from 95,634 in 202271 23.

Additionally, it was also observed that many customers are entering hardship programs
with higher levels of debt, with average debt increasing to $1,476. However, there
remains a large proportion of customers entering with debt less than $500, 46.7% for
electricity and 62% for gas.

Increased use of payment plans and hardship programs can be a positive sign that
customers are accessing help. However, there are many customers still experiencing
challenges when on a hardship program as only 26% of customers successfully
completed the program.

Disconnections fell to their lowest rate in more than 5 years, 0.23%.3!

31

Out with COVID-19 period when disconnections were, in certain geographies, suspended.
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The National Energy Customer Framework, a suite of legal instruments that regulate the sale

and supply of electricity and gas to retail customers, cont ai ns the AERG6s Cust
Policy Guideline to assist customers that are struggling with energy debts or are

experiencing hardship. Key components of these Guidelines include the following

requirements for retailers:

9 Identification of hardship T retailers must have clear processes to identify customers who
may be experiencing hardship.

i1 Early intervention i retailers must respond promptly to customers who are experiencing
hardship.

i1 Flexible payment arrangements 1 retailers must offer payment plans tailored to individual
customer circumstances.

i Hardship programs i which can encompass emergency relief, financial counselling and
assistance with improving energy efficiency to reduce bills.

i1 Disconnection protections i retailers must have strict policies to minimise disconnections
for hardship customers and provide adequate notice before disconnecting.

3.1 Debt journey

Not all customers will require assistance in paying their energy bills. However, if they do, the
journey for those customers, type of support offered and outcomes are illustrated in the debt
journey diagram below.

Engagement

+ Retailer uses best endeavours
to contact customer

* Customer receives bill (out of scope —
included for context only)

+ Customer receives + Customer informs their retailer
a warning notice Disconnection Identification that they are experiencing
as a last hardship or payment difficulty,
I or they are identified by their
retailer as a hardship customer
o or ‘other’ customer
Eligibility experiencing payment difficulty
* Customer receives information
about concession availability®
* Customer receives information
about the retailer's hardship
policy™

+ Customer receives

a reminder notice .
Assistance

Which may include:

* Hardship customers only

»Hardship customers and ‘other Payment Fee Flexible Financial  Energy
customers who have selfidentified as plans waivers* payment fing* i
experiencing payment difficulty only options* support*
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Key terminology
Vulnerability

&ustomerse x peri encing vulnerabilitydé refers to circl
less able to protect or represent their interests, engage effectively and/or are more likely to

suffer detriment.® This includes having insufficient capacity to pay for energy use. This

experience of vulnerability may stem from:

A individual cCi r cumst asuddee financiad siresh or lved experiancei n ¢ o me ,
of disability, or

A characteristics of t suehagoomplegty sector or produc

Energy debt (non-hardship customers)

This term refers to those customers in debt but not on hardship programs. These customers
may be experiencing difficulties that have resulted in an inability to meet their bill
repayments. Energy debt only includes electricity and gas charges that are outstanding for
more than 90 days.

Payment plans

Payment plans are intended to provide a framework for customers to repay their energy debt
in affordable, regular instalments. Retailers must provide residential customers with the
option to join a payment plan®? if a customer informs them that they are experiencing
payment difficulties or if the retailer considers the customer is experiencing payment
difficulties. This obligation applies to all residential customers, not just those on formal
hardship programs. Payment plans are among the minimum forms of assistance that
retailers must offer customers on hardship programs.

Payment plans cancelled

This refers to a situation where a customerds ar
the customer not complying with the plan. The most common reason for cancellation is non-
payment by the customer.

Hardship programs

The purpose of a retailer& customer hardship policy is to identify residential customers

experiencing payment difficulties due to hardship and to assist those customers to better

manage their energy bills on an ongoing basis. This may include flexible payment options

such as payment plans, other measures to assist the customer (for example, energy

efficiency audits) and processes to identify other forms of financial assistance the customer

may be eligible for. Retailers mustc onsi der the customerd6s ability t
expected consumption over the next year.34%

32 AER, Game changer: A package of reforms to improve outcomes for consumers in energy hardship,
Australian Energy Regulator, November 2023, p. 1.

33 National Energy Retail Law, Division 7, Section 50.

3 All retailers are required to publish a hardship policy approved by the AER according to our Customer
Hardship Policy Guideline. The National Energy Retail Law and National Energy Retail Rules set down
minimum assistance that retailers must provide to customers on hardship programs.

35 National Energy Retail Law, Division 6, Section 437 44.
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State and territory governments provide a range of concessions that eligible consumers can
use towards their energy bills. We only report on customers with concessions that are
admini stered by t hE€oncessions tanget spéciic groeps saudch lasethose in
financial difficulty or with specific medical requirements.

Disconnection

Di sconnection means that the retailer ceases to
Given the serious consequences this can have, the National Energy Retail Law and National

Energy Retail Rules set down strict processes that retailers must follow before disconnection.

Under the National Energy Retail Law, a retailer must view disconnection for non-payment as

a last resort option for customers identified as being in hardship.3®

Credit collection

Residential customers who have overdue debt may be referred by their retailer to an external
credit collection agency for the purposes of debt recovery.

A credit default refers to a negative |listing on
referred to as an overdue debt. We report on residential electricity and gas customers who

have had a credit default applied against their name for debt associated with the retailer. A

credit default may be applied by an external credit collection agency or by the customer®

retailer if the retailer recovers overdue debt through internal credit collection processes.

A credit reversal is when a credit default listing is reversed for the debt associated with the
retailer.

3.2 Energy debt

T he ABd&Rdmance Reporting Procedures and Guidelines define energy debt as
electricity and gas charges that are outstanding for 90 days or more. The number of
customers repaying debt excludes customers on hardship programs and non-active debts
that retailers may still have on record.

The proportion of customers in energy debt and the average level of debt provide an insight
into:

1 the extent to which customers are experiencing difficulty paying their energy bills

1 whether customers in certain jurisdictions are more susceptible to experiencing difficulty
paying their energy bills

1 whether retailers are effectively assisting their customers to meet their energy debt
repayments.

3.2.1 Residential energy debt stabilised in 20237 24

The proportion of residential customers with energy debt in 20231 24 remained largely
consistent with the previous year at 2.9%. There were 2 exceptions: the ACT, where
customers with debt 90 days or older increased from 2.7% to 3.2%, and in Tasmania those

3 Under section 47 of the National Energy Retail Law, retailers must give effect to the general principle that
disconnection of premises of a hardship customer due to inability to pay should only be a last resort option.
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with debt fell from 5.7% to 4.9%. Tasmania remained the jurisdiction with the highest
proportion of residential customers in energy debt.

Figure 3.1 Residential customers with energy debt by state/territory
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Note:  Excludes debt of customers on hardship programs. Data as at 30 June each year.
Source: AER, Schedule 31 Quarter 4 2023i 24 retail performance data; Schedule 2 7 Quarter 4 2023i 24 retail
performance data.

While the proportion of customers in debt remained stable, the overall value of residential
energy debt for those holding debt outstanding by 90 days or greater increased by 16% in
2023i 24 up to $1,148 (Figure 3.2). This rise was driven by increases across nearly all of the
NECF jurisdictions, except the ACT which decreased by 2.7%. As did Tasmania, where
average residential energy debt fell 30%. Aurora Energy confirmed a proportion of this
reduction can be attributed to state and Australian Government rebates®” and increased
proactive credit management. South Australia has had the highest levels of average
residential energy debt for the past 3 financial years.

37 Energy Bill Relief Fund 2024-25, which provides Australian households with a $300 rebate on electricity
bills, is not factor in this analysis because retail performance metrics evaluated in this report fall in the 20237
24 financial year or prior periods.
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Figure 3.2  Average debt of residential customers by state/territory
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Note:  Excludes debt of customers on hardship programs. Data as at 30 June each year.
Source: AER, Schedule 31 Quarter 4 2023i 24 retail performance data.

The rise in the average debt of residential energy customers was driven by an increase in

debt across all retailers, except primary regional retailers, whose residential customer energy
debtfellin2023i24. Ergon Energy, one of Queenslandés | a
that its migration of customers to a new debt management platform caused some debt to be

6raege dd t o zer oOrdiagyisn obsakmtigugasdiamer energy debt jumped by

43%, while EnergyAustr al icandistentls heenrthe lgrgestdimong , whi c h
all retailer categories, increased by 15%.

Figure 3.3  Average debt of residential customers by retailer
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Source: AER, Schedule 31 Quarter 4 20237 24 retail performance data.
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We also collect data on the proportion of customers holding debt for long periods of time and
the average value of those debts. In 20237 24, we observed a 17% rise in the number of
customers with debts greater than $2,500 that are outstanding by both 12 months or less and
more than 24 months. We also saw a 41% increase in debts greater than $2,500 that are
between 12 and 24 months old. This trend is consistent with the overall increase in
customers with energy debt over the past 12 months. Feedback from retailers is that more
customers are struggling financially due to rising energy prices and the cost of living.

Figure 3.4  Age and level of residential energy debt
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Source: AER, Schedule 31 Quarter 4 2023i 24 retail performance data.
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Consumer research

%)

Energy bills - Methods of payment and financial stress

We commissioned consumer research to explore the methods of payment and actions
taken by consumers to pay their energy bills. Specifically, we sought to explore how
energy consumers experiencing financial stress are managing their energy bills and if
they had utilised any high-cost credit products to meet their obligations.

The results presented below are based on an online survey with n=1,6861 consumers
connected to the energy grid (electricity and/or gas) across New South Wales, Victoria,
Queensland, South Australia, Tasmania, and ACT:

1 When asked how they had paid their utility bills over the past 6 months, consumers
commonly reported using a debit card (47%) or credit card (28%). However, small
proportions cited having used a high-cost credit or payment product, including buy
now pay later arrangements (6%), wage advance (3%) and pay day loans (3%).

1 Almost 1 in 4 reported they are currently or have previously used an instalment
plan to smooth their energy bill payments.

1 Survey respondents classified as being financially stressed® who also reported
they were unable to pay an electricity or gas bill on time in the past year most
commonly took the following steps:

Cut back in areas of essential spending i 47%.

Cut back in areas of optional spending i 41%.

Set up a plan to smooth energy bill i 36%.

Used less energy i 35%.

Contacted my energy company for assistance i 33%.

Got on a repayment plan, support / assistance program with energy
company i 31%.

i Talked to family and friends 1 27%.

1 Sought additional work or income i 21%.

= = = = = =

Use of high-cost credit options is not visible to energy retailers and cannot be used to
identify customers who may require payment support. In addition, only one third of
those who had used these products had contacted their retailer for assistance, which
suggests that many customers experiencing difficulty are not getting the support they
need.

38

See: https://melbourneinstitute.unimelb.edu.au/hilda People are classified as financially stress if they

reported no to the following question 6Could you
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3.2.2 Small business energy debt has increased

The overall proportion of small business customers with energy debt increased slightly over
the past 12 months to 3.4% (Figure 3.5), reflecting an increase in every jurisdiction and
reversing a previously downward trend. NSW remains the jurisdiction with the highest
proportion of small business customers with energy debt (4.1%) and recorded an increase in
small business customer energy debt in 20237 24 after 3 consecutive periods of decline.

Figure 3.5 Small business customers with energy debt by state/territory
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Note:  Excludes debt of customers on hardship programs. Data as at 30 June each year.
Source: AER, Schedule 31 Quarter 4 2023i 24 retail performance data; Schedule 2 i Quarter 4 20237 24 retail
performance data.

Overall, average energy debt for small business customers increased to $2,363 from $2,451
in 20221 23. NSW and ACT increased slightly with Tasmania increasing to $2,221 from
$1,118 in 20227 23 (Figure 3.6). Average debt across small businesses in Queensland
decreased to $1,701 from $2,250 in 2022i 23.
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Figure 3.6  Average debt of small business customers by state/territory
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Note:  Excludes debt of customers on hardship programs. Data as at 30 June each year.
Source: AER, Schedule 31 Quarter 4 2023i 24 retail performance data.

3.3 Payment plans

Payment plans are intended to allow customers to repay their energy debt in affordable,
regular instalments. This support option can be made available outside of hardship
programs. Retailers must offer a payment plan to a residential customer if the customer
informs the retailer that they are experiencing payment difficulties or if the retailer otherwise
believes the customer is experiencing payment difficulties.

Many retailers have si gn&udainabe PaymentPtaies AEROGS v ol un
Framework, which came into effect in July 2016. It aims to help customers and retailers

agree to affordable and sustainable payment plans and outlines good practice principles to

guide retailersd6 behaviour when setting up payme

3.3.1 Residential payment plan numbers have increased

Electricity

The proportion of residential electricity customers being placed on payment plans is now at a
5-year high at 1.8% (Figure 3.7) By jurisdiction, Queensland continued to have the highest
proportion of residential electricity customers (2.3%) on a payment plan.

Electricity customers of primary regional retailers remained the highest proportion of
electricity customers on payment plans in 2023i 24 (Figure 3.9) at 3.3%. This increase was
predominantly driven by Ergon Energy, who noted that metrics related to debt and payment
plans were influenced by their recent customer migration to a new software platform.

AGL, Origin Energy and EnergyAustralia recorded modest decreases in the proportion of
customers on payment plans.
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Figure 3.7 Residential electricity customers on payment plans by state/territory
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Note: Data as at 30 June each year. Data for previous years is unavailable for this indicator.
Source: AER, Schedule 31 Quarter 4 2023i 24 retail performance data.

Gas

The overall proportion of gas customers on payment plans remained stable in 20231 24, with
a decrease to 1% from 1.3% in 20221 23 in Queensland (Figure 3.8).

The proportion of gas customers on payment plans is lower than electricity customers across
all jurisdictions. This reflects that electricity bills typically make up a higher proportion of a
cust omer 6 s amdkgpsistypbicatlywn seeondary fuel source.

Figure 3.8 Residential gas customers on payment plans by state/territory
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Note:  Data as at 30 June each year. Data for previous years is unavailable for this indicator.
Source: AER, Schedule 31 Quarter 4 2023i 24 retail performance data.
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The proportion of gas customers placed on payment plans remained largely stable across all
retailers.

Figure 3.9 Residential electricity and gas customers on payment plans by retailer
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Note:  Data as at 30 June each year. Data for previous years is unavailable for this indicator.
Source: AER, Schedule 31 Quarter 4 2023i 24 retail performance data.

3.3.2 Proportion of cancelled payment plans increased in 2023i
24

Energy retailers often offer payment plans to customers who are unable to pay their bills in
full. These plans allow customers to spread out their payments over time, making them more
manageable. However, these payment plans can be cancelled if customers fail to make their
payments on time.

The proportion of payment plans cancelled is expressed as a percentage of those completed
plus those cancelled. Some customers cycle on and off payment plans more than once in a
year. This tends to increase the proportion of payment plans cancelled relative to the
proportion of payment plans successfully completed. This may reflect the extent to which
individual circumstances are causing customers to seek ongoing assistance.

We do not collect data from retailers that details reasons for payment plan cancellations.
There may be many reasons why a customer may not make a payment. Payment plans
should be designed to be sustainable and affordable, otherwise a customer is unlikely to be
able to make the required payments and successfully complete the plan.®

When a payment plan is cancelled, the customer returns to a normal billing and debt
collection cycle. Customers may subsequently be provided with an opportunity to re-establish
a payment plan or be placed on a hardship program. Eventually, some customers may be

39 AER, Sustainable payment plans framework, Australian Energy Regulator, 11 July 2016, pp. 1-3.
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disconnected from supply by their retailer or have a credit default recorded against their
name if they are unable to make their required payments.

Electricity

The percentage of electricity payment plans cancelled reached a 5-year high of 63% in
2023i 24, up from 60.5% in 20221 23 (Figure 3.10). While Tasmania reported the biggest
decrease in relation to this measure, it remained the jurisdiction with the highest percentage
(71%) of payment plans cancelled.

Figure 3.10 Proportion of electricity payment plans cancelled by state/territory
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Note:  Data as at 30 June each year. Data for previous years is unavailable for this indicator.
Source: AER, Schedule 31 Quarter 4 2023i 24 retail performance data.

Gas

The percentage of gas payment plans cancelled increased in every jurisdiction in 20237 24 to
reach a 5-year high of 65% (Figure 3.11). The ACT remained the jurisdiction with the highest
proportion of gas payment plans cancelled at 68%.
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Figure 3.11
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A EWRtdrser Hardship Policy Guideline*® states that energy retailers are responsible

purpose of a

hardship policy is to identify residential customers experiencing payment difficulties due to
hardship and to assist those customers to better manage their energy bills on an ongoing
basis. This section delves deeper into these trends and analyses the key hardship indicators

presented in Table 3.1.

Table 3.1

Summary of key hardship indicators

Electricity Gas
Indicator Number of % change % of Number of % change % of
customers since S customers since A ——
/ $ value 202223 / $ value 202,23

Customers on 131,746 |  37.8% 1.9% | 29,975 |  43.4% 1.3%
hardship programs
Customers entering
due to instigation by 66,993 8.9% 45.3% 15,558 23.2% 39.5%
retailer
A f

verage debt o $1,687 |  14.3% NA $812 | 14.9% NA
hardship customers

40 AER, Customer hardship policy guideline, Australian Energy Regulator, 29 March 2019, para 31(a).
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Electricity Gas

Indicator Number of % change Number of % change

. % of . % of
customers since customers since

customers customers
[ $ value 2022;23 [ $ value 2022;23

Average debt on entry

. $1,476 23.7% NA $736 33.5% NA
to hardship program
Customers entering
hardship with less than 50,639 40.7% 46.7% 17,194 44.7% 62.0%

$500 debt

Customers entering
hardship with debt less 50,487 45.4% 53.6% 9,489 39.2% 43.4%
than 6 months old

Customers with
repayment plan less 55,161 64.0% 41.9% 10,291 45.1% 34.3%
than usage costs

Hardship customers
receiving energy 68,936 29.0% 52.3% 10,403 41.9% 34.7%
concessions

Customers
successfully exiting 24,638 12.3% 26.3% 5,136 10.7% 20.1%
hardship programs

Customers excluded
from hardship due to 45,137 49.2% 69.1% 15,587 55.0% 81.3%
non-payment

Note: NA: Not available.

3.4.1 Number of customers on hardship programs has increased
since 20217 22

The proportion of electricity and gas customers on hardship programs continued to increase
in 20231 24, reflecting ongoing nationwide cost-of-living pressures and rising electricity
prices.

Electricity

The overall proportion of electricity customers on hardship programs is at its highest level in
the past 5 years, as shown in Figure 3.12. Every jurisdiction except the ACT saw an increase
on the previous period, resulting in an overall increase of 38% to 1.9% of all electricity
customers.

Since 20211 22 South Australia has overtaken Tasmania to be the jurisdiction with the
highest proportion of electricity customers on hardship programs. In 202371 24 this rose to
2.4%. The ACT had the lowest proportion of electricity customers on hardship programs, at
1.1% and was the only jurisdiction to experience a small decline in customer hardship since
the previous financial year.

78 | Annual retail markets report 2023i 24



Figure 3.12 Proportion of customers on hardship programs by state/territory i
electricity
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Note:  Data as at 30 June each year.
Source: AER, Schedule 41 Quarter 4 2023i 24 retail performance data.

In 20231 24 the gap between the proportion of residential electricity customers on hardship
programs and the proportion of customers with energy debt narrowed to the smallest levels
in the past 5 financial years, as shown in Figure 3.13. The narrowing gap indicates that more
electricity customers are being placed on hardship programs and offered the additional
support these programs provide.

Queensland remained the jurisdiction with the lowest proportion of customers in both energy
debt and on hardship programs, with the gap between them also being the smallest.

Tasmania continued to have the highest proportion of customers (4.93%) in energy debt and
the largest gap between the proportion of customers in energy debt and on hardship
programs, which has broadly increased over the past 5 years.
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Figure 3.13 Comparison of proportion of electricity customers on hardship
programs and with energy debt by state/territory
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Gas

The proportion of residential gas customers on hardship programs increased in all
jurisdictions over the past 12 months. South Australia has the largest proportion of gas
customers on hardship programs at 1.90%, which continued to be a substantially higher
proportion than NSW, Queensland and the ACT.

This increase suggests that more customers are being afforded support via their gas
retaileréds hardship program.
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Figure 3.14 Proportion of customers on hardship programs by state/territory 1 gas
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Note:  Data as at 30 June each year.
Source: AER, Schedule 41 Quarter 4 2023i 24 retail performance data.

3.4.2 Entry to hardship programs increasing

Q IDENTIFYING HARDSHIP
N\ CUSTOMERS

Our Customer Hardship Policy Guideline requires retailers to take early steps to identify
residential customers experiencing hardship. Early identification maximises opportunities for
effective intervention to help customers overcome and manage their financial difficulties.
Retailers may be contacted by a financial counsellor or a representative acting on behalf of a
customer, or by customers themselves.

Some circumstances that may help retailers identify customers who might benefit from
hardship programs are:

difficulty meeting payments, irregular or sporadic payments, or partial payments
a history of broken payment arrangements

receipt of a higher-than-expected bill

repeated reminder or multiple disconnection warning notices.

A customer may also wish to notify their retailer of a change in personal circumstances that
has resulted in them experiencing financial difficulty, such as:

a prolonged change in personal circumstances, such as a loss of or decrease in employment
a relationship breakdown or change of home circumstances
a death in the family

an unexpected one-off expense.
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The number of electricity and gas customers entering hardship programs has risen each year
since 20201 21 (Figure 3.15 and Figure 3.16).

There are 3 methods by which a customer may enter a hardship program:

1 A customer that self-identifies as being in hardshipcanr equest t o join their
hardship program.

1 An energy retailer can actively identify customers who may be in hardship and refer them
to their hardship program.

i1 A financial counsellor can refer an electricity customer to a hardship program, although
this only occurs for a very small proportion of customers.

In 20231 24 the number of electricity customers instigating entry to hardship programs
increased for the first time since 2019, from 44% to 53% of the total number of customers
entering a hardship program. Conversely, the proportion of customers entering hardship due
to retailers instigating entry has fallen for the first time from 54% to 45%, reversing the
previous 4-year trend.

Figure 3.15 Reason for entering a hardship program i residential electricity
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Source: AER, Schedule 41 Quarter 4 20237 24 retail performance data.

While the number of gas customers entering hardship programs has risen to a 5-year high,
customers instigating entry remains the main method for entry to a hardship program. The
proportion of customers entering hardship through customer instigation was 58% (Figure
3.16), the highest proportion in the past 4 years.
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Figure 3.16 Reason for entering a hardship program i residential gas customers
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3.4.3 Debt levels on entry to hardship programs remained stable

Since 20191 20, the AER has collected data from retailers on the level of debt held by
customers entering hardship programs in 5 ranges. Over the past 3 years, the proportions at
each level of debt have remained relatively consistent, except for the sharp increase in
customer entering with debts less than $500 (Figure 3.17).

Figure 3.17 Level of debt on entry to a hardship program i residential electricity
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Note:  Data as at 30 June each year.
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83 | Annual retail markets report 2023i 24



Gas

In the past year a higher proportion of residential gas customers entered hardship with lower
debt compared with residential electricity customers. In 20231 24, 62% of residential gas
customers entering a hardship program had debt of less than $500 and 25% had debt
between $500 and $1,500 (Figure 3.18).

Figure 3.18 Level of debt on entry to a hardship program i residential gas
customers

Note:  Data as at 30 June each year.
Source: AER, Schedule 41 Quarter 4 20237 24 retail performance data.

3.4.4 Age of debt on entry to hardship programs has decreased

The age of a customero6s ol dest debt on entry to
electricity and gas customers, decreased compared with 20221 23. This aligns with the
number of customers entering hardship with lower levels of debt.

Electricity

The proportion of residential electricity customers entering hardship with a debt less than

6 months old increased from 49% to 54% (Figure 3.19). In addition, while the overall number
of hardship customers has increased over the past year, the proportion of customers with
debts greater than 24 months decreased slightly. This indicates that customers may be
getting help sooner.
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