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[bookmark: _Toc36466900]Introduction
Telco products and services are essential to the needs of Australians who rely on them to stay connected, communicate and do business. 
However, many telco customers, at one time or another, may experience financial hardship and need assistance from their telco with arrangements to help them pay their overdue bills. For this reason, it is important that telcos have financial hardship policies in place that assist customers in need to meet their financial obligations and stay connected.
This state of play report provides a snapshot of financial hardship indicators in the Australian telco industry, based on information obtained from the largest 11 telcos offering post-paid[footnoteRef:2] services during 2018–19. Where applicable, we have also included publicly reported financial hardship indicators from the energy (electricity and gas) industry. [2:  With a post-paid plan, the customer chooses a plan and every month their telco will bill the customer and automatically refresh the plan inclusions on the first day of the customer’s billing cycle. This differs from a pre-paid plan, which requires the customer to pay for their telco service upfront for a set 30-day period. ] 

The telco financial hardship indicators we report on include:
[bookmark: _Hlk33625379]number of customers experiencing financial hardship
levels of financial hardship debt
financial hardship payment plans
number of customers entering and exiting financial hardship arrangements
number of financial hardship disconnections.
Compliance with the rules governing financial hardship in the Telecommunications Consumer Protections Code (TCP Code) is one of the ACMA’s compliance priorities for 2019–20.
[bookmark: _Toc36466901]Financial hardship and telco assistance
There are many reasons why a customer may experience financial hardship. It could be temporary or longer term, and result from illness, job loss, as a direct result of domestic or family violence, or due to a natural disaster. A recent report by the Consumer Policy Research Centre on consumer vulnerability states that two in three Australians experience some level of financial stress.[footnoteRef:3] [3:  https://cprc.org.au/wp-content/uploads/Exploring-regulatory-approaches-to-consumer-vulnerability-A-CPRC-report-for-the-AER.pdf, page 5.] 

[bookmark: _Hlk33626386]The TCP Code contains important rules that telcos must follow when communicating and dealing with customers. These include rules aimed at addressing financial hardship such as credit assessments at the point-of-sale and providing spend management tools. The TCP Code also requires telcos to have financial hardship policies that are easy to find and aim to keep customers connected.
Under the TCP Code, telcos are required to offer at least three options to keep a financial hardship customer connected. These options may vary between telcos and could include:
spend controls
restriction of service (for example, by only allowing local calls to be made)
transferring a customer from a post-paid service to a pre-paid service
transferring a customer to a contract that includes hard data caps or shaping (for example, where the telco provides a data allowance at the maximum speed, but once that allowance is met, the speed is lowered)
low-cost interim options until the customer can continue with their original payments.
Telcos are also required to offer at least three options to help a financial hardship customer manage their financial situation. These options may vary between telcos and could include:
temporarily postponing or deferring payments (for a longer period than would typically be offered to a customer requesting an extension outside of a financial hardship arrangement)
agreeing on an alternative arrangement, plan, or contract, including discussing the option of a pre-paid service
discounting or waiving the customer’s debt
waiving late payment or cancellation fees
offering incentives for making payments (for example, payment matching where a telco agrees to a flexible repayment arrangement with the customer).
Under the TCP Code, telcos are required to suspend any credit management action[footnoteRef:4] while a customer is meeting the obligations of a financial hardship arrangement. [4:  For example, your telco must not report your outstanding telco debt to a credit reporting body.] 

Customers can complain to their telco if they are dissatisfied with the assistance they are receiving from their telco to keep them connected while they are experiencing financial hardship. If they are unable to resolve the matter with their telco, they can contact the Telecommunications Industry Ombudsman by calling 1800 062 058 or by visiting https://www.tio.com.au/contact-us.
The diagram below sets out the typical telco financial hardship process.
[image: ]
[bookmark: _Toc34203702][bookmark: _Toc36466902]Key findings
Our key findings are based on information provided by the largest 11 telcos offering post-paid services during the 2018–19 financial year. 
Indicators from the energy industry
Where applicable, we have also included (in the grey boxes) publicly reported financial hardship indicators from the energy (gas and electricity) industry in certain states and territories. These have been sourced from the Australian Energy Regulator’s Annual Retail Markets Report, 2018–19, which covers jurisdictions that have adopted the National Energy Customer Framework—Queensland (Qld), the Australian Capital Territory (ACT), Tasmania (Tas.), South Australia (SA) and New South Wales (NSW), and the Essential Services Commission’s Victorian Energy Market Report 2018–19, which covers Victoria (Vic.).
Financial hardship indicators for the energy sectors in Western Australia and the Northern Territory were unable to be included as they were unavailable when this report was prepared.
[bookmark: _Toc36466903]Customers experiencing financial hardship
· [bookmark: _Hlk33622239]36,541 customers entered into a financial hardship arrangement with their telco during the 2018–19 financial year. 
· [bookmark: _Hlk33624901]10,259 customers (0.07 per cent of residential telco customers) were in a financial hardship arrangement with their telco at 30 June 2019. For context, there were 14,650,459 residential telco customers at 30 June 2019.[footnoteRef:5] [5:  Of these, 2,816,221 (19 per cent) had fixed services, 7,963,985 (54 per cent) had mobile services and 3,870,253 (27 per cent) had bundled services across the 11 telcos at 30 June 2019. ] 

	 [image: ]
	This compares to: 
· 1.13 per cent of residential electricity customers in financial hardship programs across Qld, ACT, Tas., SA and NSW.[footnoteRef:6] [6:  Australian Energy Regulator, Annual Retail Markets Report 2018–19, page 71. ] 

· 0.65 per cent of residential gas customers in financial hardship programs across Qld, ACT, SA and NSW.[footnoteRef:7]  [7:  ibid.] 

· 1.06 per cent of residential energy customers[footnoteRef:8] in financial hardship programs in Vic.[footnoteRef:9] [8:  ‘Residential energy customers’ refer to residential electricity and gas customers. ]  [9:  During July to December 2018. Essential Services Commission, Victorian Energy Market Report 2018–19, page 82 and page 27. This calculation equalled 48,530 average participants throughout the year divided by average residential electricity customers of 2,583,170 plus average residential gas customers of 1,991,209. Hardship programs operated under the former energy rules and were a pre-curser to tailored assistance arrangements that commenced on 1 January 2019.] 



· 71.8 per cent (7,365) of the 10,259 telco customers in financial hardship arrangements at 30 June 2019 had mobile services.
· Just over two-thirds (6,874) of telco customers in financial hardship arrangements at 30 June 2019 were with the one telco. We understand this was because that telco had a different process for accessing financial hardship than other telcos, which led to a larger than usual number of its customers applying for access to its program during the reporting period. 
[bookmark: _Toc36466904]Financial hardship debt
· [bookmark: _Hlk33622450]Total telco financial hardship debt was $5,712,014 at 30 June 2019, with 77.8 per cent ($4,447,743) of this relating to mobile services. 
· Total telco financial hardship debt at 30 June 2019 ranged from a minimum of $0 up to a maximum of $3,702,444 across the 11 telcos.
· [bookmark: _Hlk33625051]The average debt[footnoteRef:10] per telco financial hardship customer at 30 June 2019 was $557 and ranged from a minimum average debt of $0[footnoteRef:11] to a maximum average debt of $1,161 across the 11 telcos.  [10:  Average debt was calculated as total financial hardship debt at 30 June 2019, divided by the total number of financial hardship customers at 30 June 2019. ]  [11:  We understand this was due to at least one telco not requiring its customers to be in debt before entering into its financial hardship program. Instead, those customers sought assistance in other ways (for example, a reduction in their rate plan or switching to a prepaid service).  ] 

	 [image: ]
	This compares to:
· The average debt of $1,305 for residential electricity customers in financial hardship programs across Qld, ACT, Tas., SA and NSW.[footnoteRef:12] [12:  Australian Energy Regulator, Annual Retail Markets Report 2018–19, page 12. ] 

· The average debt of $674 for residential gas customers in financial hardship programs across Qld, ACT, SA and NSW.[footnoteRef:13] [13:  ibid.] 

· The average debt of $1,463 for residential energy customers in financial hardship programs in Vic.[footnoteRef:14]  [14:  During July to December 2018. Essential Services Commission, Victorian Energy Market Report 2018-19, page 82. ] 



· [bookmark: _Hlk33622475]Ten out of the 11 telcos had an average financial hardship debt at 30 June 2019 that was less than the average financial hardship debt of $674 for residential gas customers in financial hardship programs across Qld, ACT, SA and NSW.
· 51.7 per cent (18,884) of the 36,541 telco customers who entered into a financial hardship arrangement during 2018–19 had less than $500 of telco debt. 
	 [image: ]
	This compares to:
· 50 per cent of residential electricity customers entered financial hardship programs with less than $500 of debt across Qld, ACT, Tas., SA and NSW.[footnoteRef:15] [15:  Australian Energy Regulator, Annual Retail Markets Report 2018–19, page 74.] 

· 66 per cent of residential gas customers entered financial hardship programs with less than $500 of debt across Qld, ACT, SA and NSW.[footnoteRef:16] [16:  ibid.] 

· 55 per cent of residential electricity customers and 64 per cent of residential gas customers in Vic. entered a tailored assistance arrangement[footnoteRef:17] before they reached $500 in arrears.[footnoteRef:18] [17:  Tailored assistance arrangements include a plan to pay off your bills over a period of up to two years, information on your energy use and how to lower it, and advice or other assistance (including utility relief grants and energy concessions).]  [18:  During January to June 2019. Essential Services Commission, Victorian Energy Market Report 2018–19, page 74. ] 



· 7.1 per cent (2,594) of the 36,541 telco customers who entered into a financial hardship arrangement during 2018–19 had a telco debt greater than $1,500.
	 [image: ]
	This compares to:
· 22 per cent of residential electricity customers entered financial hardship programs with a debt greater than $1,500 across Qld, ACT, Tas., SA and NSW.[footnoteRef:19] [19:  Australian Energy Regulator, Annual Retail Markets Report 2018–19, page 74. Note: data citing the percentage of residential electricity customers who entered financial hardship programs with a debt greater than $1,500 has aggregated two percentage bands—debt between $1,500 and $2,500 and debt over $2,500.] 

· 8 per cent of residential gas customers entered financial hardship programs with a debt greater than $1,500 across Qld, ACT, SA and NSW.[footnoteRef:20]  [20:  ibid. Note: data citing the percentage of residential gas customers who entered financial hardship programs with a debt greater than $1,500 has aggregated two percentage bands—debt between $1,500 and $2,500 and debt over $2,500. ] 



[bookmark: _Toc36466905]Financial hardship payment plans[footnoteRef:21] [21:  A payment plan is a plan that is agreed between a telco and a customer for paying back an outstanding telco debt. Plans typically include an instalment amount, which is a small, but equal, sum of money that is repaid at regular intervals over an agreed period of time until the outstanding debt is repaid. ] 

74 per cent (7,593) of the 10,259 telco customers who were experiencing financial hardship at 30 June 2019 were on payment plans. 
44.6 per cent (3,389) of the 7,593 telco financial hardship customers on payment plans at 30 June 2019 had an instalment amount of $150 or greater.
72 per cent (5,465) of the 7,593 telco financial hardship customers on payment plans at 30 June 2019 related to mobile services.
[bookmark: _Toc34146413][bookmark: _Toc36466906][bookmark: _Hlk22552810]Financial hardship arrangements
[bookmark: _Hlk33624818]Almost all (99 per cent) of the 10,259 telco customers that were experiencing financial hardship at 30 June 2019 were on a financial hardship arrangement of less than one year. 
	 [image: ]
	This compares to:
· 77 per cent of financial hardship residential electricity customers in financial hardship programs of less than one year across Qld, ACT, Tas., SA and NSW. [footnoteRef:22] [22:  Australian Energy Regulator, Annual Retail Markets Report 2018–19, page 78. ] 

· 76 per cent of financial hardship residential gas customers in financial hardship programs of less than one year across Qld, ACT, SA and NSW.[footnoteRef:23] [23:  ibid. ] 



26,583 customers exited a financial hardship arrangement with their telco during the 2018–19 financial year.
[bookmark: _Hlk33624838][bookmark: _Hlk33194538][bookmark: _Hlk34148084][bookmark: _Hlk33175990]49.6 per cent (13,185) of the 26,583 telco customers who exited a financial hardship arrangement with their telco during the 2018–19 financial year did so successfully. A successful completion of a telco financial hardship arrangement is where the customer completed the arrangement and, with the agreement of their telco, returned to normal billing cycles. This also includes where a customer agrees to a new payment plan or flexible payment arrangement. 
	 [image: ]
	This compares to:
· 29 per cent of residential electricity customers who successfully completed hardship programs across Qld, ACT, Tas., SA and NSW.[footnoteRef:24] [24:  Australian Energy Regulator, Annual Retail Markets Report 2018–19, page 80. ] 

· 32 per cent of residential gas customers who successfully completed hardship programs across Qld, ACT, SA and NSW.[footnoteRef:25]  [25:  ibid.] 



[bookmark: _Hlk33631497][bookmark: _Hlk33175960]However, 45 per cent (11,952) of the 26,583 telco customers who exited a financial hardship arrangement with their telco during the 2018–19 financial year, did so unsuccessfully (that is, they did not comply with their telco’s requirements).[footnoteRef:26]  [26:  The remaining 5.4 per cent (1,446) of the customers that exited, left the telco for reasons unknown.] 

	 [image: ]
	This compares to:
· 61 per cent of residential electricity customers who were excluded from financial hardship programs across Qld, ACT, Tas., SA and NSW.[footnoteRef:27] [27:  Australian Energy Regulator, Annual Retail Markets Report 2018–19, page 80.] 

· [bookmark: _Hlk36455555]59 per cent of residential gas customers who were excluded from financial hardship programs across Qld, ACT, SA and NSW.[footnoteRef:28] [28:  ibid.] 

The overwhelming reason they were excluded from hardship programs was because they did not make the requested payments.
· 61 per cent of residential energy customers in Vic. exited hardship programs due to not complying with the requirements of the program or their payment arrangement.[footnoteRef:29] [29:  During July to December 2018. Essential Services Commission, Victorian Energy Market Report 2018–19, page 78. ] 



[bookmark: _Toc34146414][bookmark: _Toc36466907][bookmark: _Hlk34148440][bookmark: _Hlk34148673]Financial hardship disconnections
· [bookmark: _Hlk33631302]8,580 telco financial hardship customers had their services disconnected during the 2018–19 financial year due to non-payment. 
· 95.4 per cent (8,187) of the 8,580 telco financial hardship disconnections that occurred during the 2018–19 financial year were undertaken by two telcos. We understand that one of the telcos reviewed its financial hardship portfolio during 2018–19 and identified a large number of non-compliant customers (multiple broken promises to pay or uncontactable for an extended period of time). We note that a telco can choose to disconnect a customer if they do not comply with their agreed financial hardship arrangement.
· 78.2 per cent (6,710) of the 8,580 telco financial hardship disconnections that occurred during the 2018–19 financial year related to mobile services.
· Nine out of the 11 telcos disconnected fewer than 200 financial hardship customers during the 2018–19 financial year, and three of these telcos did not disconnect any.
[bookmark: _Toc34146415][bookmark: _Toc36466908]Detailed information
The detailed information in this section is based on the information provided by the largest 11 telcos offering post-paid services during 2018–19, as well as information sourced from the Australian Energy Regulator’s Annual Retail Markets Report, 2018–19 and the Essential Services Commission, Victorian Energy Market Report 2018–19. 
[bookmark: _Toc36466909]Customers experiencing financial hardship
Telco financial hardship customers at quarter end during 2018–19 
[image: ]
Number of telco financial hardship customers by telco (anonymised) at 30 June 2019 (total = 10,259)
[image: ]
Telco financial hardship customers as a percentage of telco residential customer numbers by telco (anonymised) at 30 June 2019 
[image: ]
Financial hardship customers as a percentage of residential customers at 30 June 2019
[image: ]
Note 1: Electricity covers residential customers located across Qld, NSW, ACT, Tas. and SA. 
[bookmark: _Hlk36455512]Note 2: Gas covers residential customers located across Qld, NSW, ACT and SA.
Note 3: Energy covers residential gas and electricity customers located in Vic. (during July to December 2018).

Breakdown of telco financial hardship customers by service type at 30 June 2019 (total = 10,259)
 [image: ]
[bookmark: _Toc36466910]Financial hardship debt
Breakdown of telco financial hardship debt by service type at 30 June 2019 (total = $5,712,014)
[image: ]
Telco total financial hardship debt by telco (anonymised) at 30 June 2019 (total = $5,712,014)
[image: ]
Average financial hardship debt at 30 June 2019
[image: ]
Note 1: Electricity covers residential customers located across Qld, NSW, ACT, Tas. and SA. 
Note 2: Gas covers residential customers located across Qld, NSW, ACT and SA.
Note 3: Energy covers residential gas and electricity customers located in Vic. (during July to December 2018).
Breakdown of telco customers that entered into a financial hardship arrangement during 2018–19 by range of debt (total = 36,541)
[image: ]
Percentage of residential customers on a financial arrangement of less than one year at 30 June 2019
[image: ]
Note 1: Electricity covers residential customers located across Qld, NSW, ACT, Tas. and SA.
Note 2: Gas covers residential customers located across Qld, NSW, ACT and SA.
Breakdown of telco customers on financial hardship arrangements by length of arrangement at 30 June 2019 (total = 10,259)
[image: ]
[bookmark: _Toc36466911]Financial hardship payment plans
Telco financial hardship payment plans at quarter end during 2018–19
[image: ]
Breakdown of telco financial hardship customers into those on/not on a payment plan and by service type at 30 June 2019
[image: ]
Breakdown of telco financial hardship customers on payment plans by payment range (per instalment) at 30 June 2019 (total = 7,593)
[image: ]
Breakdown of telco financial hardship customers on payment plans by service type at 30 June 2019 (total = 7,593)
[image: ]
[bookmark: _Toc36466912]Exiting financial hardship arrangements
Breakdown of telco customers that exited a financial hardship arrangement in 2018–19 by exit reason (total = 26,583)
[image: ]
Percentage of financial hardship customers who successfully exited a financial hardship arrangement in 2018–19
[image: ]
Note 1: Electricity covers residential customers located across Qld, NSW, ACT, Tas. and SA.
Note 2: Gas covers residential customers located across Qld, NSW, ACT and SA.
Percentage of financial hardship customers who exited a financial hardship arrangement in 2018–19 due to not complying with the requirements of the financial hardship program
[image: ]
Note 1: Electricity covers residential customers located across Qld, NSW, ACT, Tas. and SA.
Note 2: Gas covers residential customers located across Qld, NSW, ACT and SA.
Note 3: Energy covers residential electricity and gas customers located in Vic. (during July to December 2018).
[bookmark: _Toc36466913]Financial hardship disconnections
Breakdown of telco financial hardship customers who had their services disconnected due to non-payment during 2018–19 by service type (total = 8,580)
[image: ]
Number of disconnections by telco (anonymised) during 2018–19 (total = 8,580)
[image: ]


Financial hardship customers disconnected as a percentage of residential customers by telco (anonymised) 2018–19
[image: ]
[bookmark: _Toc36466914]Notes
The information in this report is sourced from the responses provided by the largest 11 telcos offering post-paid plans during 2018–19, that the ACMA issued compulsory notices to under the Telecommunications Act 1997. 
The 11 telcos were: 
Dodo Services Pty Ltd
Exetel Pty Ltd
iiNet Limited
MyRepublic Pty Ltd
Primus Telecommunications Pty Limited
Singtel Optus Pty Limited
Southern Phone Company Limited
Spintel Pty Ltd
Telstra Corporation Limited
Virgin Mobile (Australia) Pty Ltd
Vodafone Hutchison Australia Pty Limited. 
[bookmark: _Hlk35243665]There are several charts included in this report that show results by telco. To ensure anonymity of results, the ordering of the telcos in those charts is different to the ordering of the telcos identified above.
Part 7A of the ACMA Act 2005 constrains the ACMA’s ability to publicly disclose information collected under notice without the consent of the telco that supplied the information. The information provided by the telcos has therefore been aggregated or anonymised, as appropriate, in this report. 
All 11 telcos that provided information for this report had a financial hardship policy on their website.
The information collected reports on conduct under the 2015 version of the TCP Code. The TCP Code C628:2015 was replaced with the current TCP Code C628:2019 on 1 August 2019, which revised the financial hardship provisions.
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The facts on telco financial hardship

Financial hardship can happen for many reasons,
including job loss, illness, family or domestic violence

or even a natural disaster.
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Here are our key findings for the 2018-19 financial year.
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