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Executive summary 
1. Since 2005, a guideline covering electricity retailers’ treatment of vulnerable customers 

who are having difficulty paying their electricity bills has existed in a number of forms. 
The ‘Guideline on arrangements to assist low income and vulnerable consumers’ 
(Guideline) was issued in 2005, revised in July 2007 following the death of Mrs 
Muliaga, and updated in January 2008 to address human rights issues relating to 
prepayment meters.  

2. The Commission has worked closely with a wide range of stakeholders over the last 
year and now proposes the ‘Guideline on arrangements to assist vulnerable 
consumers’ (VC Guideline) and ‘Guideline on arrangements to assist medically 
dependent consumers’ (MDC Guideline) for consultation (Proposed Guidelines). 

3. The Proposed Guidelines articulate the Commission’s expectations of electricity 
retailers in dealing with vulnerable consumers and medically dependent consumers. 
They suggest actions designed to assist retailers, vulnerable consumers, and medically 
dependent consumers in avoiding or at least minimising: 

− incidences of non-payment by vulnerable and medically dependent consumers; 

− the accumulation of debt by vulnerable and medically dependent consumers; and 

− the accumulation of credit risk by retailers. 

4. The VC Guideline also: 

− defines standards for the disconnection of vulnerable consumers for reasons of 
non-payment; 

− is intended to assist retailers in ensuring that no vulnerable consumers are 
disconnected inappropriately for non-payment; 

− is intended to assist retailers and vulnerable consumers to minimise 
disconnections for non-payment; and 

− is complemented by a protocol that facilitates the sharing of information between 
retailers and social agencies, and has objectives which support this Guideline. 

5. The MDC Guideline is also designed to: 

− assist retailers in ensuring that no MDCs are disconnected for non-payment; 

− ensure that all MDCs receive the most appropriate consideration of their needs 
and any support that they are legally entitled to; and 

− outline the process for a consumer to become registered with his or her retailer 
as a MDC. 

6. These Proposed Guidelines are not intended to protect those consumers: 

− who through bad faith do not intend to pay their electricity bill; and/or 
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− who could be considered fraudulent consumers of domestic electricity.  

7. Note: The MDC Guideline does not imply a guaranteed supply of electricity to MDCs. 
From time to time temporary electricity outages may occur and the Commission is 
careful to stress that MDCs should ensure backup plans are in place to handle such 
temporary outages. 

8. Given the substantive discussion with a wide range of stakeholders over the past year, 
the Commission does not anticipate receiving a large amount of new information or 
views in submissions. For this reason, although the Commission welcomes 
submissions on the Proposed Guidelines, it has not set out any specific questions. 
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Glossary of abbreviations and terms 

Commission Electricity Commission 

Minister Minister of Energy and Resources 

Act Electricity Act 1992 

Rules Electricity Governance Rules 2003 

Regulations Electricity Governance Regulations 2003 

Act Electricity Act 1992 

Commission Electricity Commission 

GPS Government Policy Statement on Electricity Governance 

Guideline Guideline on arrangements to assist low income and vulnerable 
consumers 

MDC Guideline Guideline on arrangements to assist medically dependent consumers 

Minister Minister of Energy and Resources 

Proposed 
Guidelines 

VC Guideline and MDC Guideline 

Regulations Electricity Governance Regulations 2003 

Rules Electricity Governance Rules 2003 

VC Guideline Guideline on arrangements to assist vulnerable consumers 
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1. Introduction and purpose of this paper  

1.1 Introduction 

1.1.1 Since 2005, a guideline covering electricity retailers’ treatment of vulnerable 
customers who are having difficulty paying their electricity bills has existed in a 
number of forms. The Guideline on arrangements to assist low income and 
vulnerable consumers (Guideline) was issued in 2005, revised in July 2007 
following the death of Mrs Muliaga, and updated in January 2008 to address 
human rights issues relating to prepayment meters.  

1.1.2 The Guideline was issued by the Commission to support the Government 
Policy Statement on Electricity Governance (GPS). The May 2008 version of 
the GPS introduced, as an element of consumer protection policy, that any 
consumer who is dependent on electricity for critical medical support will not be 
disconnected for reasons of non-payment. 

1.1.3 The Commission proposed further changes to the Guideline in February 2009, 
after seeking comments from stakeholders in December 2008 about how the 
Guideline could be improved. Since then, the Commission has worked with a 
large group of key stakeholders to further develop the Guideline, in particular to 
address the issue of co-ordination between retailers and health practitioners in 
relation to medically dependent consumers.  

1.1.4 As a result of this consultation, it is now proposed that the original Guideline be 
split into two guidelines: the ‘Guideline on arrangements to assist vulnerable 
consumers’ (VC Guideline) and ‘Guideline on arrangements to assist medically 
dependent consumers’ (MDC Guideline). The Commission now proposes both 
guidelines for consultation (Proposed Guidelines). 

1.2 Purpose of this paper 

1.2.1 The purpose of this paper is to consult with participants and persons that the 
Commission thinks are representative of the interests of persons likely to be 
substantially affected by the Proposed Guidelines.  

1.3 Submissions 

1.3.1 The Commission’s preference is to receive submissions in electronic format 
(Microsoft Word). It is not necessary to send hard copies of submissions to the 
Commission, unless it is not possible to do so electronically. Submissions in 
electronic form should be emailed to 
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submissions@electricitycommission.govt.nz with Consultation Paper— VC and 
MDC Guidelines in the subject line.  

1.3.2 If submitters do not wish to send their submission electronically, they should 
post one hard copy of their submission to the address below. 

Kate Hudson 
Electricity Commission 
Level 7, ASB Bank Tower 
2 Hunter Street 
PO Box 10041 
Wellington 6143 

Tel: 0-4-460 8860 

Fax: 0-4-460 8879 

1.3.3 Submissions should be received by 5pm on Wednesday, 28 October 2009. 
Please note that late submissions are unlikely to be considered. 

1.3.4 The Commission will acknowledge receipt of all submissions electronically. 
Please contact Kate Hudson if you do not receive electronic acknowledgement 
of your submission within two business days. 

1.3.5 If possible, submissions should be provided in the format shown in Appendix 1. 
Your submission is likely to be made available to the general public on the 
Commission’s website. Submitters should indicate any documents attached, in 
support of the submission, in a covering letter and clearly indicate any 
information that is provided to the Commission on a confidential basis. 
However, all information provided to the Commission is subject to the Official 
Information Act 1982. 
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2. Background 

2.1 Government Policy Statement on Electricity 
Governance (GPS) 

2.1.1 Paragraphs 44 and 45 of the GPS address arrangements for the benefit of low 
income and vulnerable domestic consumers. These paragraphs contain a 
number of points covering issues such as: 

• Budgeting advice; 

• Regular retailer communication with consumers; 

• Debt recovery; 

• Disconnection standards; 

• Pre-payment meters; 

• Alternative payment options; and 

• Bonds. 

2.1.2 In particular, paragraph 44 includes the proviso that medically dependent 
consumers must not be disconnected: 

“any consumer who is dependent on electricity for critical medical support 
will not be disconnected for reasons of non-payment“ 

2.1.3 These paragraphs in the GPS essentially have set the scope of the Proposed 
Guidelines as well as the previous forms of the guideline. Paragraphs 44 and 
45 of the GPS are relevant to both of the Proposed Guidelines. Thus both the 
Proposed Guidelines must incorporate the Commission’s obligations set out in 
the GPS, and hence there is some duplication of material between the 
Guidelines. 

2.2 Supporting elements 

2.2.1 The Proposed Guidelines would be supported by the following: 

(a) Model Contract for Domestic Consumers1; and 

(b) Protocol between electricity retailers and social agencies2. 

                                                 
1  Model arrangements between domestic consumers and retailers. The Commission notes that its proposals 

around the contracting arrangements between retailers and domestic consumers are currently under review. 
http://www.electricitycommission.govt.nz/opdev/retail/model 
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3. Analysis 
The Commission proposed changes to the Guideline in February 2009. 
Nineteen submissions were received by the submission close date in April 
2009. Submissions were received from retailers, social agencies, government 
agencies and the health sector. Copies of these submissions are available on 
the Commission’s website3.  

3.1 Discussions with stakeholders since February 2009  

3.1.1 Since submissions were received in April 2009, in an effort to work through the 
many comments received, there have been two rounds of informal consultation 
with key stakeholders as well as a workshop, which was held on 21 July 2009.  

3.1.2 The post-workshop informal consultation was conducted with: 

• Auckland District Health Board (DHB) 

• Auckland Region Public Health Service 

• Bay of Plenty Electricity (BOPE) 

• Contact Energy 

• Counties Manukau DHB 

• Energy Direct 

• Energy Online 

• Genesis Energy 

• Health and Disability Commission 

• Ministry of Consumer Affairs (MCA) 

• Ministry of Economic Development (MED) 

• Mercury Energy/ Mighty River Power (MRP) 

• Meridian Energy 

• Ministry of Health (MoH) 

• NZ Association of Citizens Advice Bureaux Inc 

• NZ Council of Christian Social Services 

• NZ Federation of Family Budgeting Services Inc 
                                                                                                                                                      
2  This protocol facilitates the sharing of information between retailers and social agencies, and has objectives 

which support these Proposed Guidelines 
http://www.electricitycommission.govt.nz/advisorygroups/pjtteam/rsapwg  

3  http://www.electricitycommission.govt.nz/submissions/retail/guideline-lowincome-vulnerable 
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• NZ Nurses Organisation 

• Orion 

• Otago DHB 

• Powershop 

• Royal NZ College of General Practitioners 

• TrustPower  

• Work and Income / Ministry of Social Development (MSD) 

 
3.1.3 Previous informal consultation also included4: 

• Salvation Army 

• Bosco 

• The Lines Company Ltd 

• Pulse Utilities 

• Powerco 

• District Health Boards NZ  

• All DHBs5 via a representative of Otago DHB 

− Northland DHB  

− Waitemata DHB  

− Auckland DHB  

− Counties Manukau DHB  

− Waikato DHB  

− Lakes DHB  

− Bay of Plenty DHB  

− Tairawhiti DHB  

− Taranaki DHB  

− Hawke’s Bay DHB  

− Whanganui DHB  

− MidCentral DHB  

− Hutt Valley DHB  

                                                 
4  Requests were sent from the Commission for feedback and some of the listed did give feedback in response. 
5  Due to an oversight, this did not include West Coast DHB.  
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− Capital and Coast DHB  

− Wairarapa DHB  

− Nelson Marlborough DHB  

− Canterbury DHB  

− South Canterbury DHB  

− Otago DHB  

− Southland DHB 

3.1.4 The Commission emailed requests for feedback on the formal consultation to: 

• Privacy Commissioner’s Office; and 

• Members of Retail Market Advisory Group6. 

3.1.5 The discussions with this wide range of stakeholders has resulted in the main 
changes below being proposed: 

(a) The term ‘medically dependent consumer’ is now used instead of 
‘medically dependent vulnerable consumer’ to more clearly reflect their 
special status; 

(b) A process has been agreed with the health sector for identifying 
potentially medically dependent consumers; and 

(c) The Guideline has been split into two documents: 

(i) Guideline on arrangements to assist vulnerable consumers (VC 
Guideline); and  

(ii) Guideline on arrangements to assist medically dependent 
consumers (MDC Guideline). 

3.1.6 There were a number of issues raised during the discussions. These are 
explained in more detail below. 

3.2 Issues raised by stakeholders 

3.2.1 Given the wide range of different stakeholders (health sector, retailers, social 
agencies, government agencies) involved in the development of the VC and 
MDC Guidelines, there are many different viewpoints on the issues. 

                                                 
6  http://www.electricitycommission.govt.nz/opdev/advisorygroups/rmag Note this group has been disestablished 

and the Commission has since set up the Retail and Consumer Advisory Group.  
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General issues 

3.2.2 For example, Auckland Regional Public Health Service (ARPHS) wanted to 
widen the scope of medically dependent consumer to include: 

• “Consumers who are vulnerable to cold, damp conditions and who are at 
increased risk of infectious disease due to their age, or those who have a 
terminal illness; and 

• Consumers who have an underlying medical condition such as gastrointestinal 
disease, suffer from skin infections/eczema or incontinence or are 
immunocompromised for any reason.”  

3.2.3 ARPHS does not support disconnection of ANY household until a risk 
assessment has been carried out which, at a minimum, should include a 
request in writing for the consumer to disclose markers of vulnerability 
including the use of essential medical equipment. 

3.2.4 Opinions amongst the health groups are generally strongly held and often 
passionately conveyed. For example, Tairawhiti DHB submitted that: 

“disconnection should be regarded as a denial of human rights in the 21st century”. 
 

3.2.5 Orion agrees that the reference to ‘low income’ should be removed from the 
definition of a vulnerable consumer. However it does not agree with the 
proposal to expand the definition to include ‘severe financial insecurity’ (which 
includes low income). Orion considers the key point of what makes a consumer 
vulnerable is their dependence on a supply of electricity.  

3.2.6 NZ Council of Christian Social Services (NZCCSS) believes that: 

(a) “it is unethical to disconnect electricity in cases in which “for reasons of age, 
health or disability, the disconnection of electricity to that consumer presents a 
clear threat to health or wellbeing…”. As the definition of a vulnerable consumer 
(VC) specifies that such consequences are likely following the suspension of 
electricity supply, NZCCSS opposes disconnection for VCs in the absence of an 
adequate safety plan.” 

(b) “it is always unethical to disconnect electricity in cases which are deemed likely 
to “…result in loss of life or serious harm”. As the definition of a medically 
dependent consumer (MDC) dictates that such consequences are likely following 
the suspension of electricity supply, NZCCSS opposes disconnection for MDCs 
on any grounds. This includes cases of: 

(i) Fraud in cases where the customer still qualifies as a MDC (note: 
NZCCSS is not advocating that clients who have fraudulently obtained a 
status of MDC and who would otherwise not qualify as MDC should be 
protected from disconnection.) 
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(ii) No intention to pay 

(iii) Refusal to provide consent for retailer to contact WINZ (sic)”. 

3.2.7 Through the formal and informal consultation and submissions processes 
undertaken since February 2009, these and other general issues have been 
largely resolved, or at least discussed, and the Commission’s position 
explained. Appropriate changes have been made to the Proposed Guidelines. 

3.2.8 The most persistent differing and significant views are outlined below along 
with the Commission’s views on the issues. They are: 

(a) All consumers should be vulnerable consumers; 

(b) Vulnerable consumers should not be disconnected; and 

(c) Under current arrangements, retailers are bearing the cost of those MDCs 
who are not paying their bills. 

Vulnerable consumers should not be disconnected 

3.2.9 ARPHS has the view that, in addition to MDCs, vulnerable consumers should 
also not be disconnected and that other means of debt recovery should be 
used.  

3.2.10 Such a step would be a variation to current Government policy, and would 
impose large costs on retailers that would likely be passed on to all other 
electricity consumers. The Commission passed this submission to the MED for 
officials’ information as it pertains to Government policy. 

3.2.11 The Commission does not support ARPHS’s view, given the likely increase in 
costs to retailers and, therefore, all electricity consumers. 

All consumers should be vulnerable consumers 

3.2.12 MRP has the position that all consumers should be treated as vulnerable 
consumers.  

3.2.13 The Commission does not support MRP’s view, as it would create an additional 
burden for Work and Income and retailers. The main difference between the 
proposed process outlined in the VC Guideline and general consumer 
disconnection processes as laid out in the draft Model Domestic Contract and 
in the Electricity and Gas Complaints Commission Code of Practice, is that the 
VC Guideline requires a referral to Work and Income and budgeting agencies 
for vulnerable consumers (subject to the relevant consents being obtained). 
This is not relevant for the majority of consumers and may not be wanted, but 
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applying it to all consumers would place a significant workload onto Work and 
Income. 

3.2.14 There are additional processes and time needed for following the referral 
process to Work and Income for vulnerable consumers, and therefore there is 
a higher cost for retailers in adopting this approach.  

3.2.15 No other retailer has suggested or supported this view to the Commission. The 
Commission sees no impediment to retailers classifying all of their consumers 
as vulnerable should retailers choose to do so, but the Commission is mindful 
of the potential impact on Work and Income. 

Costs to retailers 

3.2.16 A major source of exposure to credit risk for an electricity retailer is the cost of 
continuing to supply a medically dependent consumer with electricity, when 
that consumer already owes a large amount of money.  

3.2.17 The existing Guideline and the GPS do not specify who absorbs the cost of 
electricity supply to MDCs that are in payment arrears. It is estimated that the 
arrears owing by MDCs (with accounts overdue by 60 days or more) for one 
year is $4m7. The current process, by default, allocates the cost that Work and 
Income does not cover to electricity retailers. It is not clear whether this was 
the original policy intent for the longer term.  

3.2.18 Furthermore, requiring a retailer to maintain electricity supply to a defaulting 
consumer while permitting the retailer to exercise debt enforcement options 
other than disconnection creates a perverse situation of increasing the debt at 
the same time as taking enforcement action for old debt.  

3.2.19 It is current Government policy that no MDC will be disconnected for non-
payment. Unless there is a policy change, retailers will be absorbing the debt of 
MDCs that are not paying their electricity bills. However, this cost will be 
passed to all other consumers through price increases, as retailers try to 
recover money owed by MDCs. 

3.2.20 The Proposed Guidelines will not eliminate retailers’ exposure to compliance 
costs and credit risk associated with MDCs. However, they should at least 
minimise the exposure by reducing gaming of the MDC Guideline by non-MDC 
consumers and providing clarity around the definition of MDC. 

3.2.21 Questions about costs to retailers and social costs were still submitted with the 
informal submissions received in August 2009. Where appropriate these 

                                                 
7 Based on the average cost of supply to a domestic consumer of $2,500pa, and the numbers of medically 

dependent vulnerable consumers with accounts unpaid for over 60 days remaining constant 
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comments have been passed to MED, given that the current approach is 
Government policy. 

3.3 Rationale behind two guidelines 

3.3.1 Following a proposal by participants at the workshop held on 21 July, the 
Commission now proposes that the Guideline on arrangements to assist low 
income and vulnerable consumers be split into two: 

(a) Guideline on arrangements to assist vulnerable consumers (VC 
Guideline); and 

(b) Guideline on arrangements to assist medically dependent consumers 
(MDC Guideline). 

3.3.2 The intention of doing this was to provide clarity in respect of the arrangements 
that pertain to vulnerable consumers who are not medically dependent 
consumers and vulnerable consumers who are medically dependent 
consumers. 

3.3.3 The Commission has drafted these two guidelines as standalone documents. 
This is based on a desire to make the Proposed Guidelines as easy to read 
and as clear as possible. 

3.3.4 In particular, making the documents standalone reduces the need to 
cross-reference common elements. For instance, to ensure that both Proposed 
Guidelines meet the requirements of paragraphs 44 and 45 of the GPS, each 
of the Proposed Guidelines needs to refer to arrangements such as alternative 
payment options, the use of prepayment meters, and the use of bonds. If the 
Commission was to include these in only one guideline, for example the VC 
Guideline, the MDC Guideline would need to cross-refer to the VC Guideline, 
which would compromise the MDC Guideline’s readability. 

3.3.5 The drawback of developing two standalone documents is the additional 
volume of documentation (although the Commission notes that a guideline 
containing cross-referencing would not be materially smaller than a guideline 
without cross-referencing), along with the additional effort in administering two 
guidelines rather than one. 

3.3.6 An alternative option that the Commission is considering is whether to revert to 
one guideline, but with two clearly delineated sections – a section pertaining to 
vulnerable consumers generally, and a section that sets out arrangements for 
medically dependent consumers that are additional to those arrangements for 
vulnerable consumers. 
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3.3.7 The Commission welcomes feedback and suggestions from stakeholders on 
an appropriate approach, noting the Commission’s obligations under the GPS 
set out in Appendix 2. 

3.4 Conclusion 

3.4.1 The Commission has heard a wide range of views from a large group of 
diverse stakeholders during the latest stage of the development of the 
Proposed Guidelines.  

3.4.2 Given the substantial discussions with many stakeholders to date, the 
Commission does not anticipate receiving a large amount of new information or 
views in submissions. For this reason, although the Commission welcomes 
submissions on the Proposed Guidelines, it has not set out any specific 
questions. 
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Appendix 1 Format for submissions 

Guideline and paragraph 
comment refers to: 

Comment  
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Appendix 2 Government Policy Statement on 
Electricity Governance (GPS) 

 “44. The Commission should monitor compliance with the Guideline on 
arrangements to assist low income and vulnerable consumers”…”to ensure that: 

− consumers who may have difficulty paying their bills on time are advised 
by retailers of the budgeting and other advice and assistance available 
from Government agencies and community service organisations  

− retailers are required to consult with the Ministry of Social Development 
about possible assistance for vulnerable consumers where, in spite of 
the retailer's assistance, the consumer is unable to pay, and that there is 
no disconnection while that consultation is occurring  

− any consumer who is dependent on electricity for critical medical support 
will not be disconnected for reasons of non-payment  

− clear guidelines or standards exist for disconnections following non-
payment in order to avoid the costs of frequent disconnections and 
reconnections  

− there is regular communication with all consumers on their payment 
options  

− debt recovery is arranged in a time-frame that avoids an adverse credit 
situation for the retailer and minimises hardship for the consumer  

− consumers enter into the most appropriate contracts for their needs  

− consumers are given the opportunity to identify themselves as potentially 
vulnerable  

− where the consumer has not responded to any of the notices sent by the 
retailer, and the retailer has been unable to contact the consumer, there 
is a visit to a consumer's home before disconnection for non-payment 
takes place. 

45. The Commission should consider options such as pre-payment meters, 
alternative payment options (such as advance payments, more frequent payments 
or smoothed payments) and bonds. The Government considers that, in principle, 
bonds should not exceed the value of one month's electricity consumption by an 
average household.” 
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Appendix 3 Guideline on arrangements to assist 
vulnerable consumers 
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Appendix 4 Guideline on arrangements to assist 
medically dependent consumers 

 


