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9 March 2012



Sarah Proudfoot 
General Manager
Retail Markets Branch
Australian Energy Regulator 
GPO Box 520
Melbourne VIC 3001

By email: AERInquiry@aer.gov.au




Dear Sarah, 

RE: AER APPROVAL OF MINIMUM AMOUNT OWING FOR DISCONNECTION
Thank you for the opportunity to provide input to the AER’s consultation on the minimum amount owing for disconnection. 
Question 1: Should the AER publish the approved minimum disconnection amount? Why/why not?
Origin does not support publication of this information. The stakeholders who need to know the approved minimum disconnection threshold are industry representatives, consumer advocates, and Ombudsman schemes, and these parties do not rely on public information for this knowledge. 
Question 2: Should the minimum disconnection amount should be the same for both gas and electricity? Why/why not?
Origin believes that the minimum disconnection amount should be the same for each fuel. However, we say this on the proviso that we believe the number should be lower than $300. As discussed below under Question 5, in most states the average gas bill is lower than $300 for much of the year - gas use is seasonal - and so debt can build up over several bills with a span of months between consumption periods.
Question 3: Should the AER apply the same minimum disconnection amounts to all states and territories applying the Retail Rules? Why/why not?
Origin agrees having a consistent approach across states and territories seems sensible as it would remove some of the complexity around the process for retailers.
Question 4: What other factors (if any) should the AER consider when approving a minimum amount owing for disconnection?
We believe that the AER should consider the extent to which consumers are protected from disconnection already, and the efforts retailers make to contact customers before disconnection occurs. The decision to disconnect is not made lightly, and as a last resort action it is only pursued after all efforts to contact or communicate with a customer have failed. Customers who engage with their retailer during this process are supported, including protection from disconnection when on a hardship programme. Retailers also offer payment plans, payment schemes (bill smoothing), and referral to government programmes and financial counselling.  
What this means is that by the time disconnection is contemplated, all actions have been taken to assist the customer. Therefore, regulatory policy in this area should not provide for the debt to build further to give the customer more time to pay. If the customer needs more time to pay, and advises their retailer, they will receive more time to pay. For a customer who has not engaged with their retailer all that will happen is further stress about how they will repay their (now higher) bill. There is an argument that disconnecting someone who will not engage is actually better for the customer than allowing a debt to spiral out of control, as the customer will then engage with the retailer to be reconnected. We have often heard this argument made by consumer advocates who deal with consumers on the front line.
Question 5: Do stakeholders consider a minimum disconnection of $300 (GST inclusive) to be appropriate? Why / why not?
We do not agree with a disconnection threshold of $300 (GST inclusive). This amount is significantly higher than the current thresholds in most jurisdictions, and no evidence has been provided to suggest the current levels are inappropriate. 
This amount is particularly high for the gas market. In most states the average gas bill is lower than $300 for much of the year - gas use is seasonal - and so debt can build up over several bills with a span of months between consumption periods. 
Regardless of whether the fuel is gas or electricity, if the threshold is too high retailers carry debt for long time, and by the time a customer can be disconnected on subsequent bills their debt will be much larger than $300. As noted above, this is not a good outcome for the retailer or for the customer, as at the time of disconnection they are likely to have a bill that is unmanageable. Increasing the amount is counter intuitive to assisting customers to stay connected and in control of their finances as we are effectively potentially allowing customers to accumulate outstanding balances which may get them into greater difficulty over time.  Further if disconnection/ reconnection fees are also taken into account for a disconnected customer they have the potential to make the customer’s already difficult situation worse. Pursuing disconnection at the earlier time will at least have triggered the consumer to engage with a retailer and perhaps engage in a hardship programme or seek other means of managing bill affordability. As discussed above, consumers in this situation are the ones who have not responded to retailer encouragement to set a payment plan prior to disconnection, and disconnection is often the catalyst to speak to the retailer. Disconnection is used only as a last resort but it is a last resort that sometimes works in consumers’ benefit.
Question 6: If no, what alternative amount do you consider would be more appropriate and why? Please ensure all amounts are GST inclusive in your response.
Origin’s preferred amount is $110 (GST inclusive) for both gas and electricity as this aligns with the current level in most states. While it is not a substantial amount it does give both retailers and the customer an opportunity to address debt before it becomes an insurmountable issue
Question 7: How often should the AER review the minimum amount owing for disconnection?
Origin would suggest that a review by the AER every five years would be appropriate.


I would be happy to discuss this letter further with you, at your convenience. If you have any queries please contact Kathryn Brown on 08 8217 5430.

Yours sincerely

[signed]

Dr Fiona Simon
Regulatory Policy Manager 
03 8665 7865 – fiona.simon@originenergy.com.au 
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