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¢ Competition in the natural gas market intensifies: in 2015, Kleenheat supplied
7% (up from 3.3% last year) of residential, and 9.7% (up from 2.7% last year) of
non-residential customers.

e Total residential gas disconnections were higher in 2015 (up from 1.55 to 2.25
per 100 customers), but were still lower than the six year peak in 2010 (2.85 per
100 customers).

e Total residential (0.97 per 100 customers) and non-residential electricity
disconnections (0.55 per 100 customers) were unchanged in 2015.

e Benchmarking shows that, in 2015, Western Australia’s total residential gas
disconnection rate was higher, and the total residential electricity disconnection
rate was lower, than those in New South Wales, South Australia and Victoria.

¢ More residential electricity customers were granted more time to pay a bill (9.4%
in 2014, 11.3% in 2015), but fewer residential gas customers were granted more
time to pay (11.5% in 2014, 10.1% in 2015).

e Synergy and Alinta Energy both reported significant increases in residential direct
debit plan terminations (due to customer default) in 2015.

e There were across the board increases in the percentage of electricity and gas
customers who were reconnected within seven days of disconnection in 2015.

¢ Residential and non-residential electricity complaints both reached six year lows,
down to 0.31 and 0.26 complaints per 100 customers respectively.

This is the latest in a series of annual reports! published by the Economic Regulation
Authority (ERA) that examines the performance of energy retailers who supply small use
customers? in Western Australia.

The purpose of this report is to bring transparency and accountability to the performance of
energy retail® businesses that supply small use customers and to benchmark, where
possible, performance against similar businesses in other energy markets.

This report covers three key areas of the customer’s interaction with their energy retailer:
affordability (on-time billing and assistance with paying a bill), access to a supply
(disconnections and reconnections), and customer service (complaints and telephone
service).

1 Each report covers the year ending 30 June.
2 Customers who consume less than160MWh of electricity or 1 Terajoule of gas per annum.

3 Electricity retail licensees and electricity integrated regional licensees who retail to small use customers, along with gas
trading licensees.



Restricted competition in the South West and Goldfields

In 2015, the area supplied through the South West Interconnected System (SWIS)*
contained 96.1% of residential customers and 92.6% of non-residential customers
in the state. The remaining customers are supplied by Horizon Power, who supply
all areas of the state outside the SWIS other than Rottnest Island, which is supplied
by the Rottnest Island Authority (RIA). The areas supplied by Horizon Power and
the RIA are all contestable, but there are no competing retailers, and have not been
since the electricity retail market was deregulated in 2005.

Within the SWIS, the Prescribed Customers Order® prevents retailers other than
Synergy from supplying customers who consume less than 50MWh of electricity per
annum. In 2015, 99.97% of residential and 91.3% of non-residential customers
supplied by Synergy were unable to choose an alternative retailer. There was
increased competition for contestable non-residential customers in 2015; Synergy’s
customer base fell by 12%, while both Alinta Energy and Perth Energy were up, by
29.5% and 59%, respectively.®

In early 2014, the government launched the Electricity Market Review (EMR) to
examine the structures and operation of the Western Australian electricity market.
The first phase of the review was completed in March 2015, and work has now
commenced on designing the reforms needed to improve the efficiency of the
market, and to introduce full retail contestability. This is discussed further in
Appendix 2.

Competition intensifies in the South West natural gas market

The 2013 and 2014 reports show increased competition for residential and non-
residential customers in the natural gas market in the south west of the state, which
is supplied through the gas distribution systems operated by ATCO Gas Australia
(ATCO).

Prior to March 2013, due to the operation of the Gas Market Moratorium,” Alinta
Energy did not have any competition for residential customers, and very limited
competition (from Synergy) for non-residential customers. Kleenheat (who is not
subject to the Moratorium) entered the market in March 2013 and by 30 June 2014
had acquired 3.3% (21,700) of residential, and 2.7% (232) of non-residential
customers. The growth in Kleenheat’'s customer base has continued in 2015:
residential customers grew to 47,353 (or 7% of the total) and non-residential
customers grew to 871 (or 9.7% of the total).

4 The South West Interconnected System (SWIS) comprises the transmission and distribution networks operated by Western
Power, which includes the coastal area from Kalbarri to Bremer Bay and the Goldfields.

5 Electricity Corporations (Prescribed Customers) Order 2007
®In 2015, Synergy’s market share of non-residential contestable customers in the SWIS was 67%, Alinta Energy’s was 28.7%,
and Perth Energy’s was 4.1%.

" The Gas Market Moratorium prohibits Synergy from supplying customers who consume less than 180GJ of gas per annum
in the areas supplied by Alinta Energy. See Appendix 2 for more information.



The data suggests that Kleenheat’s customer growth is a mixture of transfers from
Alinta Energy and new customers entering the market for the first time.

More electricity customers granted a payment extension for a bill

In 2015, 9.4% of residential electricity customers (up from 9.1% in 2014), and 5.9%
of non-residential electricity customers (up from 5.6% in 2014), were granted more
time to pay a bill. Horizon Power reported the largest percentage of customers
granted more time to pay in 2015: 21.3% of residential customers and 17.0% of non-
residential customers.

Fewer gas customers granted a payment extension for a bill

In 2015, 10.1% of residential gas customers (down from 11.5%) and 12.1% of non-
residential gas customers (down from 15.3% in 2014) were granted more time to
pay a bill.

Fewer residential electricity customers were placed on an instalment plan in 2015

The percentage of residential electricity customers placed on an instalment plan fell
to 2.6% in 2015, which is significantly lower than the previous four years. Both
Horizon Power and Synergy placed fewer customers on plans (Horizon Power down
from 9.7% to 7.5%, and Synergy down from 3.5% to 2.4%).

The percentage of total non-residential customers placed on a plan was almost
unchanged — down from 1.2% in 2014 to 1.1% in 2015.

More non-residential gas customers were placed on an instalment plan in 2015

The percentage of non-residential gas customers placed on an instalment plan rose
to a six year peak of 0.8% in 2015, (up from 0.4% in 2014). The overall increase in
instalment plans was due to Kleenheat (up from 1.3% to 3.4%) and Synergy (up
from 0 to 0.9%).

Mixed results for on-time billing of electricity customers

The overall proportion of residential electricity customers who received (due to a
fault on the part of the retailer) a bill outside the prescribed timeframes® (a non-
compliant bill) rose from 0.4% of total bills in 2014, to 0.6% in 2015. The percentage
of Synergy customers receiving a non-compliant bill also rose from 0.4% of total bills
in 2014, to 0.6% in 2015, while the proportion of Horizon Power’s customers who
received a non-compliant bill fell from 1.4% of total bills in 2014, to 0.3% in 2015.

8 Refer to footnote 28 on page 13.



On-time billing of non-residential electricity customers improved: non-compliant bills
were 1.3% of the total in 2015, significantly lower than the three peak of 5.9% in
2013. Both Horizon Power and Synergy reported improved on-time billing
performance in 2015.

On-time billing of gas customers similar to last year

The percentage of residential gas customers who (due to a fault on the part of the
retailer) received a bill outside the prescribed timeframes?® fell from 1.3% of total bills
in 2014, to a three year low of 1.2% in 2015. Kleenheat reported a 90% reduction
in non-compliant residential bills, down from 1.0% of total bills in 2014, to 0.1% in
2015.

The percentage of non-residential gas customers who received a non-compliant bill
rose from 4.7% of total bills in 2014, to 5.0% in 2015. In 2015, non-compliant bills
issued by Kleenheat fell by just over 50% (to 7.6% of total bills), and 45.8% of bills
issued by Synergy were non-compliant bills. This is the first time that Synergy has
issued non-compliant bills to its non-residential customers since reporting
commenced in 2013.

Synergy and Alinta Energy terminated significantly more direct debit plans

The number of residential (7,698 plans) and non-residential (315 plans) electricity
direct debit plans terminated (due to default by the customer) by Synergy both
reached six year peaks in 2015. Horizon Power terminated fewer residential direct
debit plans (down from 39 plans in 2014 to 17 plans in 2015).

Alinta Energy was the only gas retailer to terminate residential direct debit plans; in
2015, the number of plans terminated by Alinta Energy reached a six year peak of
893, following on from a six year low of 238 plans last year.

Residential electricity disconnection rates remained unchanged from 2014

The overall residential electricity disconnection rate in 2015 was unchanged from
the previous year, at 0.97 per 100 customers, matching the six year peak first
reached last year. The underlying data shows that Horizon Power’s disconnection
rate fell (down from 3.03 to 2.83 per 100 customers), while Synergy’s disconnection
rate remained unchanged at 0.89 per 100 customers.

The overall residential electricity disconnection rate in Western Australia was lower
than in the three other states that the ERA was able to benchmark against: New
South Wales (1.06 per 100 customers), South Australia (1.36 per 100 customers)
and Victoria (1.45 per 100 customers). The 2015 disconnection rates in all four
states were almost unchanged from last year.

® Refer to footnote 32 on page 14.



The ERA collects additional information about residential disconnections that
provides insights into the financial status of customers at the time of disconnection,
and those customers who have been previously disconnected. The results for 2015
show that (2014 data in brackets): 41.5% (33.0%) of disconnections involved
customers previously on an instalment plan; 16.8% (14.8%) involved customers who
had been previously disconnected at the same address within the past 24 months;
and 30.6% (27.4%) involved concession card holders.

Non-residential electricity disconnection rates were also unchanged from 2014

The overall non-residential electricity disconnection rate in 2015 was unchanged
from the previous year, at 0.55 per 100 customers, matching the six year peak first
reached last year. Perth Energy was the only retailer to report a significant change
in its disconnection rate: down from 1.75 per 100 customers in 2014 to 0.82 per 100
customers in 2015.

Residential and non-residential gas disconnection rates increased in 2015

The overall residential gas disconnection rate rose by 45% in 2015, up from 1.55
per 100 customers in 2014 to 2.25 per 100 customers in 2015, although this was
below the six year peak of 2.85 per 100 customers in 2010. The increase in the
overall disconnection rate reflects increased disconnection rates for all three
retailers: Alinta Energy (up from 1.56 to 2.31 per 100 customers), Kleenheat (up
from 1.06 to 1.35 per 100 customers) and EGDC (up from 1.94 to 4.29 per 100
customers).

The additional residential disconnection information shows that, in 2015, 12.1% (up
from 7.7% in 2014) of disconnections involved customers previously on an
instalment plan, and 20.3% (25.0% in 2014) involved customers who had been
previously disconnected within the past 24 months at the same address.

There was a more modest increase in the overall non-residential gas disconnection
rate, up from 1.65 per 100 customers in 2014 to 1.78 per 100 customers in 2015,
although this was below the six year peak of 1.93 per 100 customers in 2010.
Compared to last year, both Alinta Energy (up from 1.70 to 1.89 per 100 customers)
and Kleenheat (up from 0.43 to 1.03 per 100 customers) reported higher
disconnection rates.

Western Australia’s total residential gas disconnection rate (2.25 per 100 customers)
was much higher than the three other states that the ERA was able to benchmark
against: New South Wales (0.62 per 100 customers), South Australia (1.12 per 100
customers) and Victoria (1.20 per 100 customers).

The first measure of reconnections used by the ERA counts the customers who were
reconnected within seven days of disconnection for non-payment of a bill. This
measure is used as an indication of customers whose disconnection may have been
avoided had they engaged with their retailer to agree to an arrangement in respect
of the outstanding debt. The second measure looks at the total number of

10 Esperance Gas Distribution Company



reconnections, which captures the customers who have been reconnected more
than seven days after disconnection.

Reconnection rates for residential electricity customers were higher

Reconnection of residential electricity customers within seven days of disconnection
reached a six year peak of 64.1% in 2015. Horizon Power’s reconnections (21.3%)
were just below the six year peak of 24%, while Synergy’s reconnections reached a
six year peak of 69.7%.

Total reconnections (without the seven day limit) of residential electricity customers
reached a three year peak of 80.6%. Just under one in every five of Synergy’s
disconnections, and two in every five of Horizon Power’s disconnections, did not
result in a reconnection at all.*!

Reconnection rates for non-residential electricity customers were also up

Reconnection of non-residential electricity customers within seven days of
disconnection reached a six year peak of 56.4% in 2015. Removing the seven day
limit saw total reconnections rise to a three year peak of 75.7% in 2015. Almost all
of the reconnections were performed by Synergy, whose performance reached new
peaks of 58.6% (within seven days) and 78.4% (without the seven day limit).

Residential gas reconnection rates rose in 2015

Gas retailers reconnected more residential customers within seven days of
disconnection; reconnections reached 41.3% in 2015, but remained below the six
year peak of 64%. Removing the seven day limit saw total reconnections rise to
67.5%. Almost all of the reconnections were performed by Alinta Energy.

Non-residential gas reconnections reached a six year peak in 2015

Total non-residential gas customer reconnections performed within seven days
reached a six year peak of 50.3% in 2015. Removing the seven day limit saw total
reconnections also rise, to 69.9%. Almost all of the reconnections were performed
by Alinta Energy, whose reconnections within seven days also reached a six year
peak of 51.3%.

Caution should be exercised when interpreting non-residential gas reconnection
percentages because they are based on a relatively small number of reconnections.

1 It is important to note that this does not mean that the supply remains disconnected; the reconnections data excludes
customers moving out of premises after the supply has been disconnected, or situations where a new account is established
at the premises in a different person’s name.



Residential electricity customer complaints fall to a six year low

In 2015, the total number of complaints from residential electricity customers
reached a six year low of 0.31 complaints per 100 customers. Residential electricity
complaints have been trending downwards since 2011.%2

The majority of complaints from residential customers relate to billing; in 2015,
68.5% of Horizon Power’s complaints, and 87.4% of Synergy’s complaints, were
about billing.

Horizon Power resolved 74% of complaints (up from 61.6% in 2014), and Synergy
resolved 95.5% of complaints (up from 94.2%), within 15 business days.

Non-residential electricity customer complaints are also at a six year low

The total number of complaints from non-residential electricity customers also
reached a six year low in 2015, falling to 0.26 per 100 customers. Non-residential
complaints have also been trending downwards since 2011, tracking the reductions
in Synergy’s complaints.

Four of the five retailers resolved over 95% of complaints from non-residential
customers within 15 business days; the exception was Horizon Power (60%).13

Residential gas complaints remain steady in 2015

In 2015, the total number of complaints from residential gas customers was 0.18 per
100 customers. There has been relatively little variation in the number of complaints
over the past six years. Until Kleenheat entered the natural gas market in 2013
Alinta Energy received nearly all of the residential gas complaints.

The number of complaints received by Kleenheat fell from 0.91 per 100 customers
last year to 0.51 complaints per 100 customers this year.

Both of the retailers that received complaints from residential customers, Alinta
Energy and Kleenheat, resolved just over 96% of complaints within 15 business
days.

As is the case for electricity, the majority of residential complaints relate to billing:
66.4% of Alinta Energy’s complaints, and 71.2% of Kleenheat’'s complaints, were
about billing in 2015.

12 Synergy saw a large spike in complaints in 2011, due to ongoing problems with the introduction of their new billing system
in late 2009. The downward trend in residential customer complaints is almost entirely due to the year on year reductions
in Synergy’s complaints as the system problems have been resolved.

13 Horizon Power commented that their standard business process for complaints determines that complaints are not closed
until customer satisfaction is reached, and all appropriate actions have been completed. All customer complaints received
appropriate responses within 15 business days. The Code [Electricity Customer Code] does not require complaints to be
closed within 15 days. Horizon Power’s position is in line with the Code and ensures customer satisfaction.

14 Alinta Energy received approximately 75% of the total residential complaints in 2015.



Economic Regulation Authority

Call Centre Performance

Electricity Retailer Call Centre Performance
The volume of calls to electricity retailers fell for the fourth consecutive year

The total number of calls to electricity retailer call centres fell by 5.1% in 2015 (down
from 1.239 million in 2014 to 1.176 million in 2015), continuing a downward trend
that started in 2011. Because the Synergy call centre receives approximately 90%
of total calls each year, the downward trend reflects the number of calls to Synergy’s
call centre.

In 2015, the performance of three out of the four electricity retailer call centres
(Horizon Power, Rottnest Island Authority and Synergy) was broadly similar to last
year. Alinta Energy was the exception, reporting significant improvements in all
three performance measures in 2015.

Gas Retailer Call Centre Performance

The volume of calls to gas retailer call centres reached a six year peak in 2015
Alinta Energy and Kleenheat are the only gas retailers who operate call centres.
The total volume of calls increased by 5.1% in 2015, reaching a six year peak of
1.012 million. The volume of calls to the Alinta Energy call centre also reached a

six year peak of 778,427 calls.

The increased volume of calls to Alinta Energy’s call centre in 2015 was
accompanied by improvements in all three call centre performance measures.

2015 Annual Performance Report
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The Economic Regulation Authority (ERA) is the independent economic regulator for
Western Australia, whose purpose is to benefit the WA community by promoting an efficient
and customer focused economy.

The ERA regulates third party access to electricity, gas and rail infrastructure and
administers licences for electricity, gas and water providers. The ERA also undertakes
surveillance of the Western Australia’s wholesale electricity market and undertakes inquiries
on a wide range of economic issues.

This is the latest in a series of reports published by the ERA that examines the service
provided by Western Australian electricity and gas retailers to their small use residential
and business customers (customers who consume less than 160MWh of electricity or less
than 1 Terajoule of gas per annum). Throughout this report, small use customers (defined
in detail in Appendix 1) will be referred to as customers.

The purpose of this report is to bring transparency and accountability to the performance of
energy retailers’® who supply customers and to benchmark, where possible, their
performance against similar retailers in other energy markets. The data presented in this
report is for each financial year, unless otherwise stated.*®

This report examines the service provided by electricity and gas retailers in relation to:

o Affordability: information about the number of customers on instalment plans and
shortened billing cycles, customers being granted more time to pay a bill, the level
of direct debit plan terminations and on-time billing.

e Access: information about the rates of customer disconnection for non-payment
and reconnection of these customers, with further attention being paid to
customers on instalment plans, receiving a government funded concession and
those who have been previously disconnected within the past 24 months.

e Customer Service: information about customer satisfaction with the service
provided by their retailer, as measured by complaints and customer contact centre
responsiveness.

e Compensation Payments: information about the number of compensation
payments made by electricity retailers for failing to meet the service standards
prescribed in the Code of Conduct for the Supply of Electricity to Small Use
Customers (Electricity Customer Code).

15 Electricity retail licensees, and electricity integrated regional licensees who retail to small use customers, and gas trading
licensees.

16 Reference to a year in this report means the 12-month period ending 30 June of that year, e.g. 2015 means the year ending
30 June 2015.



Economic Regulation Authority

Energy Retail Market

This section of the report looks at the electricity and gas retail markets as measured by the
number of retailers who are supplying the market and the number of customers that are
supplied by each retailer. The remainder of this section provides information about:

¢ the total number of licensed electricity and gas retailers;*’
¢ the number of retailers who supply electricity or gas to small use customers; and

¢ the number of electricity and gas customers.

Energy Retailers

Table 1 details the number of licensed electricity and gas retailers over the past six years.

Table 1: Number of licensed energy retailers

Licensed Retailers 20158
Electricity

All retailers 17 16 17 19 24 28
Permitted to supply 6 6 6 6 6 7
small use customers

Gas 6 5 5 5 5 5

When the Electricity Industry Act 2004 (Electricity Act) commenced in 2005, existing
retailers were required to obtain a licence from the ERA by 30 June 2006. There were a
total of 11 electricity retail licences granted in 2006.

Between 1 July 2014 and 30 June 2015, four new retail licences have been granted by the
ERA: NewRet Pty Ltd, TEC Hedland Pty Ltd, A-Star Electricity Pty Ltd (A-Star), and Alinta
Sales Pty Ltd.*® A-Star is licensed to supply small use customers, while the other three new
licensees supply large use customers only.

In July 2015, Kleenheat's®® licence was amended, permitting it to supply small use
customers.?! In September 2015, the ERA approved amendments to the electricity licences
held by AER Retail Pty Ltd and Amanda Energy Pty Ltd, permitting both licensees to supply
small use customers.

Under the Energy Coordination Act 1994 (Gas Act), only gas retailers who supply small
use customers need to be licensed. The ERA took over responsibility for licensing gas
retailers in 2005.22 At that time there were three licensed gas retailers: Alinta Energy,?
Kleenheat and WorleyParsons Asset Management (WorleyParsons). Between

17 This includes electricity retailers who only supply large use customers (who consume more than 160MWh per annum).
18 As at 30 June 2015.

19 Alinta Sales Pty Ltd was issued Licence EIRLS, to supply and retail electricity in the Pilbara region.

20 Kleenheat is the trading name of Wesfarmers Kleenheat Gas Pty Ltd.

21 0On 1 July 2015, Kleenheat transferred the electricity retail licence (ERL5) held by their subsidiary, Premier Power Sales, to
Kleenheat and also, at the same time amend the licence to permit supply to small use customers. The commencement date
of Kleenheat's electricity licence supplying small use customers, is after 30 June 2015, therefore, Kleenheat's electricity
customer data is not included in this report.

22 Prior to 2005, gas licences were administered by the then Office of Energy, now the Public Utilities Office.
2 Alinta Energy is the trading name of Alinta Sales Pty Ltd.
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1 July 2006 and 30 June 2015, three new licences have been issued (Origin Energy, Perth
Energy and Synergy) and one licence has been surrendered (Origin Energy). In March
2014, WorleyParsons Asset Management transferred its gas trading licence to Esperance
Gas Distribution Company (EGDC).

At 30 June 2015, there were three retailers licensed to supply both electricity and gas to
small use customers: Alinta Energy, Perth Energy and Synergy. Alinta Energy commenced
supplying electricity to business customers in 2006, while Synergy commenced supplying
gas to business customers in 2007. Perth Energy was granted a gas licence in November
2010 but has not yet commenced supplying customers.?

Customers

Electricity Customers

Table 2 provides the total number of residential and non-residential electricity customers
over the past six years.

During 2015, the total number of electricity customers grew by 2.1%, comprising a 2.4%
increase in residential customers and a 0.07% decrease in hon-residential customers. Due
to its large customer base, the overall growth in the total number of customers closely
correlates with the growth in Synergy’s customers.

Table 2: Total number of electricity customers — change from the previous year

Change from previous

Residential Non-Residential Total year
2010 881,470 100,176 981,646 1.0%
2011 921,374 100,491 1,021,865 4.1%
2012 928,841 97,131 1,025,972 0.4%
2013 930,593 107,986 1,038,579 1.2%
2014 950,598 110,865 1,061,463 2.2%
2015 973,016 110,790 1,083,806 2.1%

Table 3 provides a breakdown of the number of customers supplied by each retailer over
the past two years.?®> Horizon Power and Synergy both grew their residential customer base
by 2.4%.

Three of the six retailers who supply non-residential customers increased their customer
base in 2015, the exceptions were Horizon Power, who experienced a sharp fall in the
number of customers, and Rottnest Island Authority which was unchanged. Alinta Energy
and Perth Energy both reported strong growth, while Synergy reported more modest
growth. Because 2015 is the first full year of operation for A-Star a customer growth rate is
not available.

Alinta Energy, A-Star, Perth Energy and Synergy retail to customers supplied through the
SWIS;?® while Horizon Power and Rottnest Island Authority supply customers through
networks that they own and operate. In 2015, the SWIS accounted for 96.1% of residential,
and 92.6% of non-residential customers in the State (Table 3). Within the SWIS, Synergy

2 Kleenheat's electricity retail licence was amended allowing it to retail to small use customers from 1 July 2015. As this is
outside the timeframe covered by this report, no information on Kleenheat’s small use electricity customers is provided.

% Clear Energy has been excluded from this table because they have not supplied any customers since their licence was
granted in 2010.

% The South West Interconnected System (SWIS) comprises the transmission and distribution networks operated by Western
Power, which includes the coastal area from Kalbarri to Bremer Bay and the Goldfields.
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supplies 100% of residential, and 97.1% of non-residential, customers, with the remaining
non-residential customers shared between Alinta Energy, A-Star and Perth Energy. Within
the SWIS (i.e. excluding Horizon Power’s customers) the total growth in the number of non-
residential customers was 0.9%.

Table 3: Electricity residential and non-residential customers by retailer

Residential Non-residential

. Change Change Change
Rl 20 from 2014 from 2014 from 2014
é'r:’:r";y 0 0 0% 1,967 2,548 29.5% 1,967 2,548 29.5%
A-Star 0 0 0% 0 17 n/a 0 17 n/a
ﬂg&é‘:" 37398 38299 2.4% 9,235 8,224 -10.9% 46,633 46,523 -0.2%
Eﬁg’gy 0 0 0% 229 364 59.0% 229 364 59.0%
Rottnest
Island 0 0 0% 26 26 0.0% 26 26 0.0%
Authority
Synergy 913,200 934,717 2.4% 99,408 99,611 0.2% 1,012,608 1,034,328 2.1%
Qgt ailers 950,598 973,016 2.4% 110,865 110,790 0.1% 1,061,463 1,083,806 2.1%

The customers supplied by retailers outside of the SWIS are all contestable, but the retailers
supplying customers in these areas, Horizon Power and Rottnest Island Authority, do not
currently have any competitors.?’” Table 4 provides a breakdown of the number of
contestable customers?® supplied by each retailer (in the area supplied through the SWIS)
over the past two years.?

Table 4: Contestable electricity customers

Residential Non-residential

. Change Change
RN AU from 2014 e from 2014
Alinta Energy 0 0 0% 1,967 2,548 29.5%
A-Star - 0 - - 17 n/a
Horizon 37,398 38,299 2.4% 9,235 8,224 -10.9%
Power
Perth Energy 0 0 0% 229 364 59.0%
Synergy 315 290 -7.9% 6,767 5,947 -12.1%

Total 37,713 38,589 2.3% 18,198 17,100 -6.0%

Comparing Table 3 with Table 4 shows that, in 2015, only 0.03% of residential and 8.7% of
non-residential customers in the area supplied through the SWIS were contestable, which
is unchanged from 2014. Compared to 2014, Synergy reported falls of 7.9% and 12.1% in
the number of contestable residential and non-residential customers in 2015, respectively.
2015 is the fourth consecutive year that Synergy’s contestable non-residential customer
base has declined. Synergy has previously offered three alternative possibilities for this
decline: customers churning to another retailer, increasing their consumption above 160
MWh, or exiting the market.

27 The Rottnest Island Authority customers do not have a choice of retailer because of legal barriers that prevent other retailers
operating on Rottnest Island.

28 See Appendix 2 for the definition of contestable electricity customers.
2% Table 30 in Appendix 3 provides full details of contestable electricity customers over the past six years.
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Horizon Power reported that, between 2014 and 2015, their non-residential customer base
fell by 10.9%. Horizon Power has advised that this significant reduction was due, in part,
to improving the accuracy of their customer data.*®

Electricity Pre-Payment Meter Customers

A pre-payment meter is a meter that requires a customer to pay for the supply of electricity
prior to consumption. The regulatory framework governing pre-payment services within
Western Australia restricts these services to areas of the State that have been declared by
the Minister for Energy by notice published in the Government Gazette. Until 2010, the
deployment of pre-payment meters was restricted to Aboriginal and Remote Communities
Power Supply Project or Town Reserves Regularisation Program communities that are
supplied by Horizon Power in the north of the State. In 2010, Synergy commenced
supplying customers through prepayment meters when the Ninga Mia Aboriginal
Community in the Goldfields was gazetted by the Minister.

Table 5 shows the number of pre-payment meter customers supplied by Horizon Power
and Synergy. The growth in the total number of pre-payment meter customers during 2015
was 19.6%; the new customers were all supplied by Horizon Power. Since 2010, the
number of pre-payment meter customers has grown by 64.8%.

Table 5: Electricity pre-payment meter customers by retailer

Retailer 2010 2011 2012 2013 2014 2015

Horizon Power 608 705 784 811 845 1,014

Synergy 17 20 17 17 16 16
Total 625 725 801 828 861 1,030

Since 2010, and up to 2014, the rate of growth in pre-payment meter customers slowed
considerably because of Horizon Power’s difficulties in obtaining a pre-payment meter that
complies with the requirements of Part 9 of the Electricity Customer Code. In mid-2014,
Horizon Power successfully completed the trial of a new, compliant, pre-payment meter in
the Mid-West. In 2015, Horizon Power commenced the rollout of the new pre-payment
meters in Cheeditha Community in the Pilbara.

Gas Customers

Table 6 provides the total number of residential and non-residential gas customers over the
past six years.

Table 6: Total number of gas customers — change from the previous year

Change from previous

RESGELHE Non-Residential year
2010 604,609 8,338 612,947 3.3%
2011 616,431 8,513 624,944 2.0%
2012 629,142 8,612 637,754 2.0%
2013 632,822 8,552 641,374 0.6%
2014 657,899 8,626 666,525 3.9%
2015 675,874 9,139 685,013 2.8%

30 Caution should be exercised when comparing Horizon Power's non-residential customer base for 2014 and 2015. Horizon
Power has advised the 10.9% fall is due to improved reporting accuracy, and removing the number of ‘slave’ (i.e. non-
revenue) meters from its information systems and reporting.
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During 2015, the total number of gas customers grew by 2.8%, comprising a 2.7% increase
in residential customers and a 5.9% increase in non-residential customers (Tables 6
and 7).

Table 7 shows that the residential gas customer market grew by 2.7% during 2015. Alinta
Energy was the only gas retailer to report a fall in customer nhumbers; where, compared to
2014, both residential and non-residential customer numbers were down.

Table 7 shows that the residential and non-residential natural gas markets became more
competitive during 2015, with Kleenheat increasing its share of the residential market to 7%
(up from 3.3% in 2014), and the non-residential market to 9.7% (up from 2.7% in 2014).
The growth is the result on an ongoing sales campaign in the areas supplied through the
ATCO distribution networks.®* Analysis of the changes in customer numbers for each
retailer in Table 7 indicates the growth in Kleenheat’s customer base is a mixture of
customers switching away from another retailer and acquiring new customers as they enter
the gas market.

Prior to March 2013, Kleenheat’s gas retail activity was limited to supplying Liquified
Petroleum Gas (LPG) to customers on small scale distribution networks that it owns and
operates.

Table 7: Gas residential and non-residential customers by retailer

Residential Non-residential
R 2015 | o0, from 2014
Alinta Energy 635,893 628,171 -1.2% 8,282 8,127 -1.9%
Synergy 0 0 79 107 35.4%
Kleenheat 21,697 47,353 118.2% 232 871 275.4%
EGDC 309 350 13.3% 33 34 3.0%
Total 657,899 675,874 2.7% 8,626 9,139 5.9%

Table 8 compares the number of residential and non-residential customers covered by the
Gas Market Moratorium (Moratorium) in 2014 and 2015.%2

Table 8: Residential and non-residential customers covered by the Gas Market Moratorium

Residential Non-residential
f Change Change
REEE? s from 2014 from 2014
Alinta Energy 635,701 628,007 -1.2% 6,361 6,342 -0.3%
Kleenheat 21,058 47,350 124.9% 142 492 246.5%
Total 656,759 675,357 2.9% 6,503 6,834 5.1%

Data for the number of Kleenheat customers covered by the Moratorium was collected for
the first time in 2014, their first full year of operation in the market. In 2015, the total number
of residential and non-residential customers covered by the Moratorium rose by 2.9% and
5.1% respectively. In 2015, Kleenheat reported significant gains in the number of residential

31 ATCO Gas Australia Pty Ltd is the largest gas distribution network operator in the State. ATCO operates natural gas
distribution networks in the coastal area from Geraldton to Busselton and Kalgoorlie, as well as a LPG network in Albany.
The other retailers supplying customers through the ATCO networks are Alinta Energy and Synergy.

32 In the areas supplied by Alinta Energy, the Moratorium prevents Synergy only from supplying customers who consume less
than 0.18 Terrajoules (TJ) (or 180 Gigajoules (GJ)) of gas, but it does not prevent other retailers from supplying these
customers. Refer to Appendix 2 for more information on the operation of the Gas Market Moratorium.
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and non-residential customers covered by the Moratorium but, despite these gains, Alinta
Energy still supplies 93% of residential customers and 92.8% of non-residential customers.
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— Energy Retailers 7



Affordability of energy is influenced by price, consumption levels, income, and competing
demands for expenditure. The credit management policies of electricity and gas retailers
can impact significantly on those customers who are experiencing financial hardship or
payment difficulties. This section of the report provides information about some of the
measures implemented by retailers to facilitate customer access to an energy supply.

Retailers who supply small use customers are required to have a standard form contract
(SFC) that is approved by the ERA. A SFC specifies the terms and conditions upon which
a retailer will supply electricity and gas to its customers. These terms and conditions form
a “safety net” for small use electricity and gas customers.3?

The ERA’s energy customer protection framework is articulated in the Electricity Customer
Code, the Compendium of Gas Customer Licence Obligations (Gas Compendium) and the
Gas Marketing Code of Conduct (Gas Code). In both the Electricity Customer Code and
the Gas Compendium, the customer protection framework is based on the principle that
disconnecting a customer from supply because they are unable to pay is a last resort
measure. Energy retailers are required to provide assistance to customers to stay
connected to their electricity and gas supply by offering special billing arrangements, access
to concessions and government grants and energy efficiency advice. Retailers can also
refer residential customers experiencing financial difficulties to the Hardship Utility Grants
Scheme (HUGS). The HUGS scheme provides grants to customers at risk of disconnection
to help them stay connected.

The Electricity Customer Code and the Gas Compendium both require electricity and gas
retailers to develop a financial hardship policy to assist small use residential customers in
meeting their financial obligations and responsibilities to the retailer. The Codes and the
ERA’s Energy Financial Hardship Policy Guidelines specify the minimum contents of such
policies and require the retailer to develop their hardship policy in consultation with relevant
consumer representative organisations. Retailers are required to review their hardship
policy and procedures when directed to by the ERA, and submit the updated policy and
procedures to the ERA for review.

The Electricity Customer Code and the Gas Compendium specify a number of payment
assistance options to assist customers in temporary or longer-term financial difficulties:
e granting the customer more time to pay a bill;

o offering the customer an instalment plan to pay arrears and continued usage on
their account, according to an agreed payment schedule and capacity to pay;
and/or

¢ placing the customer on a shortened billing cycle.
Customers may be offered one or more of the above options at the same time.
Retailers are required to report to the ERA annually on the number of customers (and

percentage of their customer base) that have accessed each of the three payment
assistance options detailed above.

33 A retailer and small use customer may also negotiate terms and conditions different from the retailer's standard form
contract, referred to as a “non-standard contract”. Even though a non-standard contract does not require the ERA'’s approval,
it must still comply with relevant legislation
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Rottnest Island Authority has reported that none of their customers accessed any of the
above payment options since the licence was granted. Accordingly, Rottnest Island
Authority has been excluded from the coverage under this section.

Retailers are also required to report on their on-time billing performance. The Electricity
Customer Code and the Gas Compendium regulate the minimum and maximum period of
time between bills, with an option for the retailer to bill outside these time limits with the
consent of the customer. Retailers are required to identify the number of customers who
have received a bill outside the regulated or, if applicable, agreed time limits.

Granting customers more time to pay a bill

Granting the customer more time to pay all, or part of, a bill may be a useful approach to
addressing temporary financial difficulties, particularly where the customer has a short-term
cash flow problem, or faces competing demands for their limited financial resources.

Electricity customers granted more time to pay

Figure 1 shows the number of residential and non-residential electricity customers granted
more time to pay a bill over the past six years. The percentage of residential and non-
residential customers granted more time to pay during 2015 are both slightly higher than in
2014, but were still below the six year peaks in 2011 and 2012 respectively.

Figure 1: Percentage of electricity customers granted more time to pay a bill
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Figure 2 provides a breakdown of residential and non-residential electricity customers
granted more time to pay a bill by each retailer.

During 2015, Horizon Power recorded increases in the percentage of residential and non-
residential customers granted more time to pay: residential was up from 16.2% in 2014 to
21.3% in 2015; while non-residential was up from 10.4% in 2014 to 17% in 2015. Horizon
Power commented that more residential customers requested more time to pay, preferring
this option to entering into an instalment plan. Also, some of their larger non-residential
customers requested a payment extension because of changes in their internal payment
processes. The level of residential and non-residential customers granted more time to pay
by the other retailers in 2015 were broadly similar to those reported in 2014.
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Figure 2: Percentage of electricity customers granted more time to pay a bill by each retailer
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Gas customers granted more time to pay

Table 9 provides a breakdown of the percentage of residential and non-residential gas
customers granted more time to pay a bill, by retailer over the past three years.3

The percentage of total residential customers granted more time to pay fell, down from
11.5% in 2014 to 10.1% from 2015. The percentage of Alinta Energy’s residential
customers granted more time to pay fell, while the percentage of EGDC and Kleenheat
customers granted more time to pay both rose.

Table 9: Percentage of gas customers granted more time to pay a bill by each retailer

Retailer 2013 2014 2015

Residential

Alinta Energy 9.8 11.9 10.9

Kleenheat 0.0 0.5 0.6

EGDC 6.8 3.2 4.3
Total 9.7 11.5 10.1

Non-residential

Alinta Energy 9.0 15.8 13.0
Synergy 92.2 0.0 17.8
Kleenheat 0.0 7.3 4.0
EGDC 5.6 0.0 0.0

Total 10.3 15.3 12.1

The percentage of total non-residential customers granted more time to pay also fell, driven
by falls in the number of Alinta Energy and Kleenheat customers granted more time to pay.
Almost one in five of Synergy’s non-residential customers were granted more time to pay in
2015, up from zero in 2014. Synergy attributed the increase to:

[the introduction of] an enhanced collection strategy in May 2014, with increased utilisation
of electronic messaging (SMS/email) and outbound collection calls, that increased the

34 The requirement for gas retailers to report the number of customers granted more time to pay commenced in 2013.
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number of contact points with a customer earlier encouraging customers to be more
proactive when experiencing difficulties in paying their accounts. At the same time Synergy
aligned its SME [small and medium enterprise] payment plan guidelines with those
implemented for residential customers allowing more gas business customer flexibility and
ease of management.

Instalment Plans

Electricity customers on instalment plans

Figure 3 shows that the percentages of residential and non-residential customers on an
instalment plan during 2015 were both lower than in 2014. There has been a significant
year on year variance in the level of residential customers on instalment plans over the past
six years, while the level of non-residential customers on plans has remained relatively
constant.

Figure 3: Percentage of residential and non-residential electricity customers on instalment plans
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Figure 4 provides a breakdown of electricity customers on instalment plans for each retailer.

The percentage of Horizon Power’s residential electricity customers on instalment plans fell
to 7.5% in 2015, reversing the upward trend of the previous four years, while the percentage
of non-residential customers on plans continued its recent upward trend, rising to 3.2% in
2015, but it is still below the 3.9% reached in 2010. Horizon Power commented that
customers preferred being given more time to pay a bill rather than enter into an instalment
plan.

The percentage of Synergy’s residential customers on plans was lower in 2015, reaching a
five year low of 2.4%, due to:

increased contact points via SMS / email to customers and a more timely outbound call
process [which] has seen a decrease in the number of customers requiring additional time
to pay and [customers] are more likely to be able to pay in one instalment (payment
extension). Assistance from the Hardship Utility Grant Scheme reduced the outstanding
amount for many residential customers to a level where the remaining balance did not
require a payment plan, but could be covered by a once off payment extension.
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The reported levels of non-residential customers on plans reported by Alinta Energy and
Perth Energy in 2015 were almost unchanged from those in 2014.

Figure 4: Percentage of electricity retailer’s residential and non-residential customers on instalment plans
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Gas customers on instalment plans

Figure 5 shows that, compared to last year, the overall percentage of residential gas
customers on an instalment plan in 2015 was unchanged, while the percentage of non-
residential customers on plans doubled, reaching a six year peak.

Figure 5: Percentage of residential and non-residential gas customers on instalment plans
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Figure 6 provides a breakdown of gas customers on instalment plans for each retailer.
Looking at residential customers, EGDC reported the biggest increase in the percentage of
customers on plans, up 34.4% compared to 2014, but this was still well below the 17.2%
reported in 2012. EGDC commented that they have been encouraging customers in receipt
of Centrelink to use Centrepay when they sign up for a contract.

With the exception of Kleenheat, the percentage of non-residential customers on instalment
plans in 2015 reported by each retailer were similar to last year; Kleenheat reported an
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increase from 1.3% in 2014 to 3.4% in 2015. Kleenheat commented that the increase is
the result of:

[...] a combination of customer initiated requests for instalment payment plans and earlier
intervention approach being actioned by our credit team to assist its customers manage
temporary or longer term financial difficulties.

Figure 6: Percentage of gas retailer’s residential and non-residential gas customers on instalment plans
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Customer Billing
On-time Billing
Electricity customer billing

This is the third year that electricity retailers are required to report their on-time billing
performance. Horizon Power and Synergy were the only electricity retailers to issue bills
outside the prescribed timeframes during 2015.% Retailers are not required to provide a
single aggregated figure for bills issued to residential customers outside the prescribed
timeframes but provide three different indicators identifying the cause of the problem (fault
on the part of the retailer, delayed billing date from the distributor, or actions on the part of
the customer).®

Table 10 shows the number and percentage of residential customers that received bills
outside of the prescribed timeframes, due to the fault of the retailer.

Compared to last year, Synergy reported a rise in the number of customers who were billed
outside the prescribed timeframes in 2015, while Horizon Power reported a significant fall
in the customers who received non-compliant bills. Horizon Power stated the fall in non-
compliant bills is the result of significant improvements they have made in streamlining their
metering to billing process. Synergy attributed the increase in non-compliant bills to the
inclusion of situations where a bill has been issued beyond three months due to the actions
of customers and the network operator in addition to their own actions. Notwithstanding the

35 The Electricity Code of Conduct requires retailers to bill customer no more than once a month (unless the customer is
placed on a shortened billing cycle, or agrees to a shorter billing interval), or no less than once every three months (unless
the customer agrees to a longer billing interval, or the retailer is unable to obtain metering data from the distributor).

36 For example, denying the distributor access to the meter.
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increase in non-compliant bills, Synergy’s residential on-time billing performance for 2015
was in excess of 99%.

Table 10: Residential electricity customers billed outside prescribed timeframes (due to fault on the part of the

retailer)
Number of customers Percentage of customers
Retailer 2013 2014 2015 2013 2014 2015
Horizon 37
Power - 516 108 0.0 1.4 0.3
Synergy 12,231% 3,720 5,935 1.4 0.4 0.6
Total 12,231 4,236 6,043 13 0.4 0.6

Table 11 shows the number and percentage of non-residential customers that received bills
outside of the prescribed timeframes, for any reason. Both Synergy and Horizon Power
reported substantial reductions in the number of non-residential customers that received
non-compliant hills.

Table 11: Total non-residential electricity customers billed outside prescribed timeframes

Number Percentage
Retailer 2014 2014
Horizon
Power - 637 220 0.0 6.9 2.7
Synergy 6,397 1,749 1,273 6.5 1.8 1.3
Total 6,397 2,386 1,493 5.9 2.2 1.3

Gas customer billing

This is also the third year that gas retailers are required to report their on-time billing
performance. Alinta Energy and Kleenheat were the only gas retailers to issue bills outside
the prescribed timeframes during 2015.%°

Table 12 shows that, in 2015, Alinta Energy’s on-time billing performance was almost
unchanged from last year, whereas Kleenheat reported an 89% fall in the number of
customers who received non-compliant bills.

Table 12: Residential gas customers billed outside prescribed timeframes (due to fault on the part of the retailer)

Number Percentage of Customers
Retailer 2013 2014 2015 2013 2014 2015
Residential
Alinta 9,256 8080 8213 15 13 13
Energy
Kleenheat 0 220 25 0.0 1.0 0.1
Total 9,256 8,300 8,238 15 1.3 1.2

Table 13 shows that the percentage of Alinta Energy’s non-residential customers who
received non-compliant bills was almost unchanged between 2014 and 2015, while the
percentage of Kleenheat's customers who received non-compliant bills almost halved in
2015. Kleenheat’'s performance improved despite a near doubling in the number of

37 Horizon Power was not able to report separate values for residential and non-residential customers. The total number of
late bills issued in 2013 was 19,655.

38 There was an error in the data in the 2013 report, which stated 29,098 customers received late bills.

3% The Gas Compendium requires retailers to bill customer no more than once a month (unless the customer is placed on a
shortened billing cycle, or agrees to a shorter billing interval), or no less than once every three months (unless the customer
agrees to a longer billing interval, or the retailer is unable to obtain metering data from the distributor).
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customers who received a non-compliant bill, because there was a large increase in the
number of non-residential customers (see Table 7).

EGDC did not issue any non-compliant bills to non-residential customers in 2015, while
Synergy issued non-compliant bills to non-residential customers for the first time. Synergy
commented that a number of their gas customers are on quarterly meter read routes.
Consequently, it is not uncommon for a bill to be issued more than 90 days after the last
bill, depending on when the gas meter reading is received from the distributor.

Table 13: Total non-residential gas customers billed outside the prescribed timeframes

Number of Customers Percentage of Customers
Retailer 2013 2014 2015 2013 2014 2015
Alinta 271 365 343 3.2 44 42
Energy
Kleenheat 0 36 66 0.0 15.5 7.6
EGDC 0 3 0 0.0 9.0 0.0
Synergy 0 0 49 0.0 0.0 45.8
Total 271 404 458 3.2 4.7 5.0

Shortened Billing Cycle

Retailers may place customers on a shortened billing cycle (i.e. issuing bills at a frequency
greater than the standard billing interval). With the exception of Horizon Power in 2014,
gas and electricity retailers have not placed any customers on a shortened billing cycle
since these performance reports commenced.*® In 2015 no gas or electricity customers
were placed on a shortened billing cycle by their retailer.

Security Deposits

A security deposit is a refundable advance payment made by a customer to secure
connection or reconnection to an electricity or gas supply. Requiring a security deposit
before supplying energy to a customer can go some way towards insuring the retailer
against default, particularly for those customers with poor credit history.

Historically, Synergy was the only retailer that had required customers to provide a security
deposit to obtain a supply. Between 2009 and 2010, a total of 52 of Synergy’s non-
residential customers provided security deposits.

In 2015, Kleenheat was the only gas retailer to require a customer to pay a security deposit;
one non-residential gas customer provided a deposit.

Termination of Direct Debit Plans

Retailers are required to keep records of the number of direct debit plans they have
terminated as a result of default or non-payment by a customer covering two or more
successive payment periods. Customers often use direct debit arrangements to smooth
the cost of their energy consumption over the year. The number of direct debit defaults is
an indicator of financial stress among the customers who have these plans.

40 |n 2014, Horizon Power placed 154 customers on a shortened billing cycle, representing 0.41% of its customer base.
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Electricity direct debit terminations

Table 14 details the number of residential and non-residential direct debit plans terminated
by Horizon Power and Synergy.

Compared to last year, Horizon Power reported a 56% fall, and Synergy reported a 39.6%
increase, in residential direct debit plans terminated in 2015. Synergy also reported a 52.9%
increase in the number of non-residential direct debit terminations. Synergy attributed the
increased plan terminations to the increasing number of customers who are selecting direct
debit plans and direct debit instalment plans as their preferred payment method.*

Table 14: Customer direct debit plans terminated by electricity retailers

Horizon Power Synergy
RESEHIE Non-residential Residential Non-residential
2010 - - 2,087 93
2011 - - 3,925 100
2012 - - 4,164 134
2013 27 1 5,093 169
2014 39 0 5,707 206
2015 17 1 7,968 315

Gas direct debit terminations

Table 15 shows that, in 2015, Alinta Energy and Synergy were the only gas retailers to
report terminating direct debit plans due to default by the customer.

Table 15: Gas Customer direct debit plans terminated

Alinta Energy Synergy
Residential Non-residential Residential Non-residential
2010 624 2 - 1
2011 642 1 - 0
2012 512 2 - 0
2013 722 2 - 1
2014 238 1 - 0
2015 893 5 - 1

The number of residential direct debits terminated by Alinta Energy in 2015 reached a six
year peak, coming off a six year low last year. Alinta Energy has provided an explanation
for the rise in plan terminations:

Alinta Energy establishes direct debit instalment plans to assist customers by maintaining
their debt at a more manageable level. This scheme, combined with the proactive initiatives
implemented in managing customers with overdue debt, resulted in other options or
arrangements being offered to customers, which required their existing direct debit
arrangements to be terminated.

41 This implies that that the number of plan terminations is in proportion to an increase in the number of customers who are
being placed on a plan.
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The Electricity Customer Code and the Gas Compendium require retailers to help assist
customers by putting in place effective policies that assist customers who are in financial
hardship or experiencing payment difficulties. The Code and Compendium also prescribe
a process to be followed by retailers that provides adequate opportunity for customers to
enter into an arrangement with the retailer to avoid disconnection.

The effectiveness of the retailer’'s hardship policies can be assessed by customer’s access
to, and use of, the affordability measures covered earlier in this report in conjunction with
the disconnection and reconnection data presented below. For residential customers this
information is brought together in the additional disconnection and reconnection indicators
reported by retailers:

e customers previously on an instalment plan;
e concession card holders; and
e customers who have been disconnected multiple times in the past 24 months.

The impact of disconnection on customers can be significant; access to an essential service
is removed for the duration of the disconnection, and the customer faces additional fees
and charges to secure reconnection of their supply following disconnection. Consequently,
retailers are expected to treat disconnection as a last resort, to be applied when all other
reasonable attempts to secure payment of an outstanding debt have been exhausted.

Equally, it is important to recognise that it is reasonable for retailers to use disconnection
as a means of persuading customers to pay for the energy they have consumed, which
enables them to operate a financially viable business for the benefit of all their customers,
as well as preventing customers from increasing the debt they owe to the retailer.

Figure 7 shows the overall level of residential electricity and gas customer disconnections
over the past six years.

In 2015, the overall residential electricity disconnection rate (per 100 customers) remained
the same as the previous year at 0.97 per 100 customers, which is a six year peak. In
practice, Synergy’s large residential customer base means that the overall residential
disconnection rate tracks its disconnection rate (see Table 16).

In contrast to electricity, the overall residential gas disconnection rate (per 100 customers)
rose sharply, up from 1.55 per 100 customers in 2014 to 2.25 per 100 customers in 2015,
but below the six year peak (2.85 per 100 customers) in 2010. Again, Alinta Energy’s large
customer base means that the overall residential disconnection rate tracks its disconnection
rate (see Table 16).
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The ratio of residential gas customer disconnection rate to the residential electricity
customer disconnection rate increased, up from 1.6 in 2014 to 2.3 in 2015.#> The increase
is reflective of the rise in the gas disconnection rate.

Figure 7: Residential energy customer disconnections
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Table 16 provides a six year view of residential disconnection rates for each electricity and
gas retailer.

Horizon Power’s residential disconnection rate in 2015 was 2.83 per 100 customers, down
from the six year peak of 3.03 per 100 customers last year. Horizon Power stated that the
reduction in the disconnection rate is linked to an increase in the number of customers who
were granted more time to pay a bill.

Synergy’s residential disconnection rate in 2015 was unchanged from last year. Synergy
advised that it has implemented a new strategy aimed at improving debt recovery, which
includes early communication with customers who may be experiencing financial hardship
(when the level of debt is often more manageable) and contacting indebted customers more
often, so those customers who need to are able to access assistance measures more
promptly.

Table 16: Residential energy customer disconnection rates for each retailer (per 100 customers)

Retailer

Electricity

Horizon Power 1.97 2.19 0.96 1.18 3.03 2.83

Synergy 0.30 0.86 0.86 0.71 0.89 0.89
Total 0.38 0.90 0.87 0.72 0.97 0.97

Gas

Alinta Energy 2.85 1.76 1.52 1.72 1.56 231

Kleenheat 0.0 0.0 0.0 0.09 1.06 1.35

EGDC 3.86 2.70 0.0 1.69 1.94 4.29
Total 2.85 1.76 1.52 1.69 1.55 2.25

42 Some caution should be applied to interpreting this ratio because of the large difference in the numbers of residential
electricity and gas customers (Table 2 and Table 5). Nonetheless, the ratio does provide a useful comparator of the
respective disconnection rates.
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Alinta Energy’s residential disconnection rate in 2015, 2.31 per 100 customers, was 48.1%
higher than last year, but below the six year peak (2.85) recorded in 2010. Alinta Energy
provided the following explanation for the increase in the disconnection rate:

Over the past 12 months, Alinta Energy has implemented a number of new initiatives and
campaigns, including SMS messaging to customers, additional outbound telephone
contact and working with financial counsellors to assist customers with overdue debt. This
has assisted many customers in successfully managing their level of debt. However, for
the customers who fail to respond despite the various methods of communication, including
site visits, then disconnection action is carried out as a last resort.

Kleenheat reported a 27.4% increase in its residential customer disconnection rate in 2015,
compared to last year. The increase in the level of customer disconnections between 2013
and 2015 correlates with the increase in Kleenheat’s residential customer base over the
past year (see Table 7).

Over the past six years, EGDC’s residential disconnection rate has been quite variable; this
is the result of having a small customer base against which to measure the disconnection
rate. In 2015, EGDC’s disconnection rate reached a six year peak of 4.29 per 100
customers, up from 1.94 per 100 customers last year. EGDC attributed the increase in
disconnections to the impact that the downturn in the resources sector has had on
customers in Esperance.

Table 17 provides a breakdown of the additional residential electricity and gas
disconnection information for each retailer in 2015, compared to 2014.

Table 17: Residential disconnections - additional disconnection information

Customers disconnected

Customers previously on at the same supply Concession card
an instalment plan address within the past holders*
24 months
Total disconnections % of disconnections % of disconnections % of disconnections

Retailer 2014 2015 2014 2015 2014 2015 2014 2015
Electricity
Horizon Power 1,132 1,084 43.2 34.6 75 16.7 25.7 26.2
Synergy 8,103 8,328 31.6 42.4 15.8 16.8 27.6 31.2

Total 9,235 9,412 33 41.5 14.8 16.8 27.4 30.6
Gas
Alinta Energy 9,930 14,530 7.7 12.3 25.3 20.6 -
Kleenheat 229 639 10.5 8.6 12.7 13.8 -
EGDC 6 15 0.0 20.0 0.0 13.3 -

Total 10,165 15,184 7.7 121 25.0 20.3 -

The percentage of Horizon Power’s residential disconnections involving customers who
were previously disconnected at the same address within the last two years in 2015 was
more than double that of last year. Conversely, the percentage of residential disconnections
involving customers previously on an instalment plan fell, while those involving concession
card holders was almost unchanged. Horizon Power commented:

Customers who have been disconnected previously are more likely to not adhere to
arrangements or instalment plans that have previously been agreed upon. The introduction
of more flexible instalment plans along with an increased focus on working with customers
to keep their power connected has led to an overall reduction in disconnections for
customers previously on an instalment plans.

43 Because government subsidies and concessions are paid through electricity bills, the gas retailers do not know which of
their customers are receiving a concession.
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The percentage of Synergy’s residential disconnections involving customers who were
previously on an instalment plan increased in 2015, while disconnections involving
concession card holders and customers who had been previously disconnected were
almost unchanged. Synergy explained that their collections strategy had:

identified some customers [who had] failed to honour their instalment plan commitments
on multiple occasions. The increase in customers being disconnected on an instalment
plan reflects Synergy’s actions to address this issue, as failure to do so will increase
customer debt, both to the detriment of the customer and retailer.

Alinta Energy reported mixed results for its residential disconnections in 2015. Compared
to last year, there was a large increase in disconnections involving customers who were
previously on an instalment plan, while disconnections involving customers who had
previously been disconnected fell. Alinta Energy commented:

Consistent with the initiatives outlined [earlier in this report] in assisting customers with
overdue debt, the establishment of affordable instalment payment plans combined with
assistance through other channels is a key tool and option made available to customers to
enable them to manage their account and maintain their gas supply. Customers
subsequently disconnected are as a result of non-adherence and non-payment despite all
previous efforts to assist, including alternative forms of assistance made available.

The decrease in customers disconnected at the same supply address within the last two
years is an indicator that the initiatives being undertaken to support customers who were
previously disconnected are showing successful outcomes and positive results.

Kleenheat also reported mixed results for its residential disconnections in 2015. Compared
to last year, the percentage of customer disconnections involving customers who were
previously on an instalment plan fell slightly, while there was a modest increase in the
percentage of disconnections involving customers who had been previously disconnected.

For the first time since 2010, EGDC reported disconnections involving customers who were
previously on an instalment plan, and for the first time since 2011, customers who had been
previously disconnected. EGDC commented that these results correlate with the increase
in the number of disconnections, which is discussed earlier in this report.

Inter-jurisdictional comparison of residential electricity and gas
disconnections

Figure 8 benchmarks the overall residential electricity disconnection rate for Western
Australian retailers with the residential disconnection rates for retailers in New South Wales,
South Australia and Victoria.

Figure 8: Jurisdictional comparison of residential electricity disconnection rates (per 100 customers)
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The 2015 residential electricity disconnection rates in New South Wales, South Australia
and Western Australia are broadly similar to those in 2014. For the fourth consecutive year,
Western Australia’s residential electricity disconnection rate (0.97 per 100 customers)
remains the lowest of the states for which data is available.

Table 18 benchmarks the overall residential gas disconnection rate for Western Australian
retailers with the residential disconnection rates for retailers in New South Wales, South
Australia and Victoria.** Western Australia’s overall res