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The South Australian Council of Social Service (SACOSS) is the peak non-government 
representative body for non-government health and community services in South Australia, and 
has a vision of Justice, Opportunity and Shared Wealth for all South Australians. Our purpose is 
to influence public policy in a way that promotes fair and just access to the goods and services 
required to live a decent life. We undertake policy and advocacy work in areas that specifically 
affect disadvantaged and low-income consumers in South Australia.  
 
SACOSS has a long-standing interest in the delivery of essential services. Our research shows 
the cost of basic necessities disproportionately impacts people on low incomes or experiencing 
disadvantage. SACOSS participates and engages in regulatory processes relating to the provision 
of essential services to promote better outcomes for South Australian households.  
 
As such, SACOSS appreciate the opportunity to respond to Australian Gas Networks’ (AGN) 
Draft Plan for the Access Arrangement 2026-2031 (AA) as well as having been able to 
participate in the South Australian Reference Group (SARG) for this access arrangement. From 
the outset, we would like to say that we recognise and appreciate the challenge that Australian 
Gas Networks (AGN) – as well as the Australian Energy Regulator (AER) - faces in balancing the 
priorities of affordability for current customers, the sustainability of the network, and the long-
term interests of customers. Given the uncertainty of the current policy environment as well as 
of the ongoing energy transition, we would emphasise that now is the time to progress complex 
discussions around intergenerational equity and the future of gas. In this submission, SACOSS 
will outline the evidence that we look towards to support our approach to these discussions, 
and how we believe that should inform AGN’s proposal and future planning.  
 
SACOSS’ submission will focus on the following areas:  

- Pricing structures 
- Services for low income and vulnerable customers  
- The future of gas and network sustainability in the context of policy uncertainty  
- Depreciation  

 
We expand on our responses to AGN’s Draft Plan (the Plan) below, but the key takeaways from 
our submission should be:  

• AGN must build a stronger evidence base for renewable gas investments. 
SACOSS urges AGN to clearly justify its proposed investment in hydrogen and 
biomethane for residential use. The Draft Plan lacks credible modelling and fails to 
address major uncertainties around cost, demand, and consumer impacts—especially 
for low-income households. 

 

• Tariff reform is needed to support equity and emissions reduction. 
SACOSS recommends replacing the declining block tariff structure with a flat or inclining 
block model. The current approach rewards higher consumption and is misaligned with 
climate and affordability goals. 
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• The Priority Services Program (PSP) is a strong foundation that should be expanded. 
SACOSS supports the continued development of the PSP and recommends enhanced 
outreach, broader eligibility, community-based referral pathways, tailored support 
options, and regular public reporting to better meet the needs of vulnerable customers. 

 

• Abolishment services should remain free for customers. 
While SACOSS supports formalising abolishment as a reference service, charging 
customers to disconnect from the gas network would be inequitable, discourage 
electrification, and could introduce public safety risks. Costs should remain socialised for 
now. 

 

• Depreciation decisions must be transparent and consumer-focused. 
Any proposal for accelerated depreciation must be openly explained and supported by 
modelling of consumer impacts over time. SACOSS emphasises that affordability and 
long-term price stability—not network revenue needs—must guide these decisions. 

 
 
SACOSS would also like to clarify that comments in our submission, unless otherwise specified, 
apply to residential gas use and distribution. We will not be focusing on commercial and 
industrial gas use.  
 
 

Low income and vulnerable customers 
SACOSS recognises that AGN has made significant strides in establishing and embedding the 
Priority Services Program (PSP) since its launch in July 2023. The suite of services currently 
available—free gas appliance safety checks, emergency repairs, and targeted appliance 
rebates—provides tangible support for households experiencing financial or other forms of 
hardship. These initiatives reflect a growing recognition of the need for utilities to proactively 
address customer vulnerability as part of their core service obligations. 
 
We further note the national recognition AGN has received for the program, including the 2024 
Service Champion award, and acknowledge the constructive engagement AGN has had with 
community sector stakeholders during program design and rollout. This engagement, alongside 
the establishment of dedicated staff roles, improved customer management systems, and 
better online accessibility, are all positive steps toward a more inclusive and responsive service. 
The need for a program such as the PSP in South Australia is present and growing. The most 
recent Quarterly Retail Performance Report1 available from the AER shows us that:  

• 27,670 (1.18%) of gas customers are on residential payment plans, which is an increase 
of 637 since the previous year   

                                                      
1 AER, 2025, Quarterly Retail Performance Report October-December 2024  



5 
 

• $859 average hardship debt, with 42% of hardship customers not meeting usage costs  
• Proportion of residential gas customers in hardship programs considerably higher in 

South Australia than in other jurisdictions   
 

 
Figure 1: Proportion of residential gas customers on hardship programs 

  
SACOSS therefore supports AGN’s commitment to maintaining and expanding the PSP over the 
next regulatory period. As the energy transition unfolds, we anticipate that existing 
vulnerabilities will deepen for some households, while new forms of disadvantage may 
emerge—particularly for low-income renters, people from culturally and linguistically diverse 
(CALD) backgrounds, and customers facing temporary crisis. 
 
To strengthen the program and ensure it continues to meet the needs of vulnerable consumers, 
SACOSS recommends that AGN consider the following enhancements: 
 
Greater effort is needed to broaden both eligibility and awareness of the PSP, particularly 
among customers who may not self-identify as vulnerable but are nonetheless at risk. This 
includes groups such as renters, people from culturally and linguistically diverse backgrounds, 
and those experiencing temporary hardship due to factors like job loss, illness, or family 
violence. Public education and inclusive communication strategies will be key to ensuring the 
program reaches those most in need—especially given that consumers may not expect a 
network business like AGN to provide such a service. 
 
To improve accessibility, SACOSS also recommends strengthening referral pathways by 
formalising arrangements with community organisations, such as financial counsellors, housing 
providers, and local service hubs. These partnerships can ensure that hard-to-reach customers 
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who may not actively engage with AGN are still able to access available supports in a timely and 
dignified manner. 
 
In addition, there is scope to enhance the PSP through more tailored support services. This 
could include providing energy efficiency advice, assistance with navigating government and 
community support programs, or helping customers safely transition to electric appliances in 
situations where gas presents an ongoing safety or financial risk—for example, for elderly or 
mobility-limited individuals. 
 
To ensure the program remains responsive and relevant, future development of the PSP should 
embed co-design processes that involve people with lived experience of vulnerability. Their 
insights can guide improvements, build trust, and help tailor support to better meet real-world 
needs.  
 
Finally, to support transparency and continuous improvement, SACOSS recommends that AGN 
establish clear performance indicators and publicly report on PSP outcomes. Reporting should 
cover program reach, customer satisfaction, referral volumes, and measurable impacts on 
customer wellbeing and safety. 
 
SACOSS acknowledges the leadership AGN has shown in developing the Priority Services 
Program and encourages its continued investment and evolution. The PSP represents an 
important step towards embedding equity and inclusion in energy service delivery. With a 
strong foundation now in place, we believe the next regulatory period offers an opportunity to 
scale impact, improve integration with the community services sector, and ensure that no 
customer is left behind during the energy transition. 
 

Tariffs, pricing structures, and reference services  
Tariffs and pricing structures 
In our original submission to the Draft Reference Service Proposal, Form of Revenue Control and 
Tariff Structure for the South Australian Distribution Network 2026/27 – 2030/31, SACOSS 
outlined our strong preference for a move away from the current declining block tariff 
structure. Specifically, we expressed support for either a flat or inclining block tariff structure, 
with a particular emphasis on the benefits of a flatter pricing model that avoids rewarding 
higher consumption. 
 
Our position is grounded in both equity and sustainability considerations. Declining block tariffs 
— where the unit price of gas decreases as usage increases — can unintentionally incentivise 
higher consumption and run counter to emissions reduction objectives. We note that SACOSS is 
not alone in raising this concern. The Australian Energy Regulator’s (AER) Gas Distribution 
Network Tariffs Issues Paper2 acknowledged similar views from a range of stakeholders, who 
questioned the compatibility of declining block tariffs with decarbonisation goals. 

                                                      
2 AER, 2023, Issues paper: gas distribution network tariff variation mechanism and declining block tariffs  
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While we recognise that any shift in tariff structure will affect different households in different 
ways, we believe the move away from declining block tariffs is necessary and justifiable. A flat 
tariff structure — where all consumption is charged at the same rate — is a more transparent 
approach that better aligns with energy efficiency and emissions reduction policies. 
 
We are aware that higher gas users, including some vulnerable households, may face increased 
costs under a flatter or inclining block tariff. This reinforces the need for careful planning and 
monitoring, as well as appropriate protections and support mechanisms. Concessions and other 
forms of targeted assistance must be considered to ensure that vulnerable consumers are not 
unfairly disadvantaged during the transition. In this context, we draw attention to the feedback 
provided by the Justice and Equity Centre (JEC) 3 in their submission to the AER’s issues paper, 
which proposed mechanisms to mitigate adverse outcomes for high-use vulnerable customers. 
These insights should be explored when designing any new tariff structure. 
 
While we are open to different models, our priority remains clear: the current declining block 
structure is no longer fit for purpose. As the Institute for Energy Economics and Financial 
Analysis (IEEFA)4 pointed out in their submission to the AER, the challenges associated with 
moving away from declining block tariffs are real but not insurmountable. We therefore urge 
the AER and distribution businesses to explore flatter and more progressive tariff designs that 
reflect the dual imperatives of equity and emissions reduction. 
 

Reference services 
SACOSS supports AGN’s proposal to classify abolishment services — permanent disconnection 
by cutting and capping the gas connection at the main — as an ancillary reference service in 
South Australia. This is a positive and much-needed reform that brings the South Australian 
framework into alignment with practice in other jurisdictions, improves transparency and 
regulatory oversight, and ensures that abolishment is clearly recognised as a distinct and 
increasingly important service as the energy transition unfolds. 
 
However, while we strongly support the classification of abolishment as a reference service, we 
do not support the introduction of customer charges for abolishment at this stage. AGN’s 
proposal considers multiple cost recovery models — including a continuation of the current no-
charge approach, a partial cost recovery model, and full cost recovery. SACOSS considers that 
any shift toward charging customers directly for abolishment would be premature and 
inequitable in the current policy and market environment. 
 
First, from an affordability and equity perspective, households that are choosing to disconnect 
from gas are often doing so in response to rising energy costs, a desire to electrify, or broader 
climate and housing efficiency goals. These consumers — particularly low-income or otherwise 
vulnerable households — should not face new financial penalties for making choices that align 

                                                      
3 JEC, 2023, Submission to AER gas distribution network tariff variation mechanism issues paper  
4 IEEFA, 2024, Submission to AER gas distribution network tariffs review 2023 
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with long-term policy objectives or with their own financial and housing needs. A charge for 
abolishment would risk becoming a barrier to electrification and may disproportionately affect 
those least able to afford it. 
 
Second, there is a clear policy inconsistency in introducing a disconnection charge while there is 
currently no charge for new customers to connect to the gas network. This inconsistency was 
also noted by consumers during AGN’s own engagement process. If network entry is free, then 
penalising exit — especially in a context where governments are increasingly encouraging 
electrification — is neither fair nor efficient. We acknowledge that this issue may need to be 
revisited in the future if the Australian Energy Market Commission (AEMC) pursues proposed 
reforms that would introduce new connection charges, such as those currently under 
consideration following proposals from Energy Consumers Australia (ECA)5. However, unless 
and until those reforms are adopted, the introduction of abolishment charges would be 
unjustified. 
 
Third, from a public safety perspective, maintaining no-cost access to formal abolishment 
remains essential. If customers are priced out of safely disconnecting from the network, they 
may resort to informal or incomplete disconnections, leaving live gas infrastructure idle and 
unmonitored. This could lead to long-term safety risks for both individual households and the 
broader community — precisely the risk the current no-charge approach is designed to avoid. 
 
Finally, we note that the current volume of abolishments is very low, and the total cost of 
continuing to socialise these services across the broader customer base remains negligible. 
There is no compelling cost-based rationale to shift this burden onto individual customers at 
this time. 
 
For these reasons, SACOSS recommends that abolishment services remain fully socialised for 
the duration of the 2026–31 access arrangement, with no direct charges to customers. We 
recommend that this approach be reassessed only in a future access arrangement, and only if 
there is clear evidence that abolishment numbers are increasing, the associated costs are 
becoming material, and/or policy settings around connection charging have shifted in a way 
that would justify a more symmetrical cost approach. Any such future reconsideration must be 
grounded in robust data, informed by stakeholder engagement, and include explicit analysis of 
the impacts on affordability, equity, and consumer safety. 
 
We also support AGN’s proposal to improve transparency by reporting on abolishment 
numbers over time, and recommend that this reporting be disaggregated by customer type — 
residential, commercial, and industrial — to help track emerging patterns in network 
disconnection and assess the implications for system planning and equity. This reporting will be 
essential in informing any future decisions regarding cost recovery or changes to service design. 
 
 

                                                      
5 ECA, 2025, Gas distribution network rule change requests 
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(Accelerated) Depreciation 
SACOSS does not take a definitive position at this stage on whether accelerated depreciation 
should be included in AGN’s final proposal for the 2026–31 access arrangement, or at what 
level. We eagerly await the final numbers, models, and approach to be outlined in AGN’s final 
plan. However, we are concerned by the lack of clarity and consistency in how the issue is 
addressed in AGN’s Draft Plan, while noting that it is a complex and contested area of the 
regulatory framework. 
 
We acknowledge that AGN intends to consider its position on depreciation further in the lead-
up to the Final Plan. In that context, SACOSS wishes to raise several key concerns and questions 
that we believe must be addressed in order to assess whether any accelerated depreciation 
proposal is in the long-term interests of consumers: 

• There is conflicting evidence as to whether accelerated depreciation is necessary, 
appropriate, or equitable in the current context. On one hand, some analyses suggest 
that investments made into the gas network have already been significantly 
recovered6—potentially reducing the need for accelerated recovery. On the other hand, 
some modelling indicates that there may be no sustainable level of accelerated 
depreciation that balances consumer affordability with investor returns, particularly as 
gas demand continues to fall. 

• We need clarity on what the implications would be if accelerated depreciation is not 
applied in this regulatory period. Specifically, what are the future consequences for 
consumer prices in subsequent access arrangements if this form of risk management is 
delayed or avoided now? 

• The AER itself has cautioned that accelerated depreciation is unlikely to provide a long-
term solution to the challenges of declining gas demand and potential asset stranding. 
In its draft decision on the Jemena Gas Network’s 2025–30 proposal, the AER noted that 
“[regulated] depreciation or risk compensation cannot be adjusted without constraint to 
guarantee cost recovery for the regulated businesses7.” It also reinforced that the 
National Gas Law (NGL) does not guarantee businesses recovery of costs at the expense 
of affordability or price stability for consumers. 

• A number of rule change proposals currently before the AEMC may influence how 
depreciation and risk-sharing should be managed in the future. Any depreciation 
strategy in the current access arrangement should therefore be formulated with these 
broader policy shifts in mind. 

 
We recognise that some of these questions are not ones that AGN can answer alone—or that 
can be resolved entirely within the scope of an access arrangement. Nevertheless, what is 
essential is that AGN clearly sets out the reasoning and evidence base that underpins any 
proposal it ultimately brings forward regarding depreciation. A robust justification must be 
provided for any inclusion of accelerated depreciation in the Final Plan, along with clear 
modelling of the customer impacts both in this period and in the future. 

                                                      
6 IEEFA (2024), Gas networks are making persistent and significant supernormal profits 
7 AER, 2024, Attachment 4: Regulatory depreciation | Draft decision – Jemena Gas Networks (NSW) 2025-30 
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We also wish to address the way in which this issue has been presented in the Draft Plan. 
SACOSS notes that the term “accelerated depreciation” is notably absent from the document, 
even though AGN has confirmed that it has included a placeholder of $20 million for this 
purpose. We do not believe that accelerated depreciation should be treated as a “dirty word” 
or avoided because it may be seen as controversial. It is a legitimate part of the regulatory 
toolbox—one that can, when appropriately used, help manage the financial risks associated 
with declining demand and asset stranding. Avoiding the terminology only serves to undermine 
transparency and trust. What is needed is an open and honest discussion with consumers and 
stakeholders about why accelerated depreciation might be proposed, what risks it is designed 
to manage, and what its inclusion would mean for consumer bills and long-term affordability. 
 
For context, AGN’s placeholder of $20 million in accelerated depreciation (within a forecast 
opening asset base of just over $2 billion in July 2026) contrasts significantly with its earlier 
Victorian proposal for 2023–28, which sought $83 million in accelerated depreciation on an 
opening asset base of $1.42 billion. The AER ultimately approved $53 million, applying a price 
path constraint that sought to balance investor and consumer outcomes. This constraint 
translated to a higher average residential bill increase than initially proposed by Jemena ($18 
per annum versus $11), but the AER considered it a worthwhile trade-off to provide greater 
long-term price stability for consumers. 
 
SACOSS therefore urges AGN, as it finalises its plan, to take a similar approach: to frame any 
proposal for accelerated depreciation not simply in terms of a desired revenue requirement, 
but in the context of future price path stability and affordability for consumers. The focus 
should not be on what level of accelerated depreciation the network “needs” to avoid risk, but 
on what level—if any—is in the long-term interests of consumers, given future demand 
projections, affordability pressures, and already recovered capital. 
 
We also note recent analysis from IEEFA, which argues that gas networks have already earned 
persistent and significant supernormal profits and that there is no strong justification for 
transferring stranded asset risk to consumers via mechanisms like accelerated depreciation. 
IEEFA highlights that since 2014, consumers have already compensated gas networks for their 
risk exposure to the tune of $1.8 billion across the eastern states. They further argue that there 
is no formal guarantee under the National Gas Law that network businesses will be made whole 
for declining demand, and that the National Gas Rules include redundancy provisions for shared 
risk that should be more actively considered8. 
 

                                                      
8 IEEFA, 2024, Gas networks are making persistent and significant supernormal profits 



11 
 

 
Figure 2: IEEFA analysis of gas pipelines' cumulative revenue over-recovery9 

 
We would add that IEEFA have also addressed suggestions that increased recovery of revenue 
has come as a result of increased efficiency, as demonstrated by the following graph showing 
the CAB per customer for gas distributors:  

 
Figure 3: CAB per customer in gas distribution networks10 

 

                                                      
9 Ibid 
10 Ibid 



12 
 

As the AER has noted, further work is required across the sector to develop a more sustainable 
solution than accelerated depreciation.11 This sentiment is echoed by government. The 
Department of Climate Change, Energy, the Environment and Water (DCCEEW), in its recent 
consultation materials, has stated that “regulatory settings will need to be considered as 
electrification accelerates and use of gas networks declines.12” While South Australia may not 
currently have strong policy signals encouraging rapid electrification, our networks are not 
isolated from national trends, and federal policy changes could significantly influence local 
network demand. 
 
In summary, SACOSS makes the following key recommendations and observations: 

• Any proposal for accelerated depreciation must be clearly and transparently explained, 
including how it was derived, how it compares to previous regulatory decisions, and 
what its consumer impacts are over time. 

• The term “accelerated depreciation” should be used explicitly. Sanitising or avoiding the 
term undermines transparency and impedes meaningful engagement with stakeholders. 

• Any depreciation strategy should be framed within a long-term price path lens, not as a 
fixed dollar figure or revenue requirement. Ensuring price stability and affordability for 
consumers must remain a central consideration. 

• Broader policy developments and AEMC rule changes must be taken into account before 
finalising any approach, as these may fundamentally shift how depreciation and 
stranded asset risks are handled in the next access arrangement. 

 
The future of gas 
SACOSS are of the view that a lot more work needs to be put in before the Final Plan is 
submitted to provide an evidence base for AGN’s plans for renewable gases as outlined in the 
draft plan.  
 
As has been rightly identified in the draft plan, the National Gas Objective points to the need to 
reduce greenhouse gas emissions and support the achievement of targets set by participating 
jurisdictions13. This should serve as a signal that gas use will need to change. Further, the Future 
Gas Strategy also states that “Australia cannot reach our 2050 net zero targets without 
reducing and decarbonizing our consumption of natural gas”14. And while South Australia does 
not have an explicit policy for the reduction of gas consumption, it does have a net zero by 
2050 target15 which will be difficult if not impossible to meet without changes to gas 
consumption – and of course what those changes will be is far from a settled matter. We view 
these targets, alongside federal climate change policy and interstate signals (such as the ACT 
and Victoria’s gas transition roadmaps) as important indicators for the future direction of 
residential gas use policy.  

                                                      
11 AER, 2023, AER decision supports Victorian gas consumers in energy transition 
12 DCCEEW, 2024, Electricity and energy sector plan discussion paper 
13 AEMC, 2024, National Energy Objectives  
14 DISR, 2024, Future Gas Strategy  
15 DEW, 2024, Mapping a pathway to net zero  
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Recent analysis of jurisdictional policies has highlighted that South Australia does not currently 
have specific targets or goals for the gas network as part of its decarbonisation policies or a 
clear roadmap to get there16, however, this does not mean that this will not change as the 
energy transition progresses. It is therefore encouraging to see AGN give some consideration to 
the longevity of their network and their business in working to adapt their pipeline for 
renewable gas(es). However, it is essential that in doing so that AGN are cognisant of the 
ongoing affordability and suitability of their network to meet consumer needs.      
 
The ‘future of gas’ is not a new conversation or consideration for AGN in the context of an 
access arrangement proposal, which makes the lack of advanced thinking, modelling and 
planning presented in the Draft Plan a concern. To be clear, SACOSS are cognisant of and 
recognise the amount of work and investment AGN has been putting into developing hydrogen 
projects both in South Australia and in other jurisdictions. However, our criticism stems from a 
lack of evidence and rationale of future plans being available in the Draft Plan. We would 
suggest that, at the very least, AGN revisits advice presented to them in the previous regulatory 
period by Energy Consumers Australia (ECA) around scenario development as a mechanism for 
planning in an uncertain context17.  
 
Consistent with customer feedback during the previous access arrangement process, the future 
of gas continued to be an area of significant interest for consumers and stakeholders.  
 
The demand case for gas changes significantly depending on levels of investment in renewable 

energy. While we have noted this previously, to reiterate, in this context SACOSS are focussing 

on residential gas consumption unless stated otherwise in our response to this section of the 

Plan. The Investor Group on Climate Change has released recent modelling that suggests that 

the projected demand for domestic gas takes vastly different pathways under different 

scenarios. Between 2020 and 2030. Domestic gas demand increases slightly under the 

progressive uptake of renewables scenario however it declines substantially under the 

accelerated uptake of renewables scenario18.  

 

The Institute for Energy Economics and Financial Analysis (IEEFA) identifies demand-side 

measures as a more attractive (and compelling) consideration to avoid future gas supply 

shortfalls, if that continues to be a concern – and have suggested that supply-side issues and 

shortfalls have been overestimated. The same work from IEEFA also indicates that residential 

gas demand could potentially decline even more steeply than current Australian Energy Market 

Operator (AEMO) projections19.  

                                                      
16 ECA, 2023, Risks to gas consumers of declining demand  
17 ECA, 2020, Evoenergy and Australian Gas Networks (SA) Gas access arrangement proposals 2021-26 submission 
18 Investor Group on Climate Change (2022), Changing pathways for Australian gas 
19 IEEFA (2024), Declining demand,  uncertain forecasts raise questions over AEMO’s latest gas supply warning 
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SACOSS are concerned about the lack of a clear roadmap for residential gas use in South 

Australia and the potential for this to have an unequal impact on households, 

disproportionately negatively affecting those on low incomes. Of course, we understand that a 

broader policy setting in this context is the responsibility of the South Australian Government. 

However, AGN are being required to make decisions and future plans within this uncertain 

context, and so in the absence of certainty in this space it is vital that any conversation about – 

and planning for – the future of gas is based on the best available evidence.  

 

As previously covered in this submission, household debt associated with gas bills is also 

growing in South Australia20. As gas retail prices continue to increase, alongside a potential 

network cost increase associated with increasing disconnections, this number will probably 

grow into the future. We note of course that under the current draft plan, AGN are offering a 

small reduction in prices for the 2026-2031 AA. However, as we have raised in SARG meetings 

throughout this process, we have some concerns that there is a potential to have essentially 

artificially lower prices for this AA that would subsequently require greater price increases 

across future AAs, leading to bill shock and stress.  

 

This is an equity issue. As more people shift away from gas and electrify, residential gas demand 

is likely to decline, increasing the cost for the remaining consumers to maintain the network – 

and there is the risk of a gas ‘death spiral’ emerging, leaving those on the lowest incomes who 

are unable to switch away from gas paying the highest prices. Gas network costs are largely 

fixed and do not vary significantly depending on demand. This means that a fall in the number 

of consumers means that all of those same costs are being recovered from that same, smaller 

pool of people21. There is a very real risk this will leave those already least able to disconnect 

from the network paying more for it. We do not view this to be an acceptable or equitable 

outcome, and this is one of the key reasons why SACOSS have ongoing concerns about the 

future of residential gas use. 

 

South Australians are, on average, paying more for gas than consumers in other jurisdictions 

(higher retail offers on average than all other jurisdictions other than the ACT).  

                                                      
20 AER (2024), Quarterly retail performance report January-March 2024, Schedule 3 
21 Boardroom Energy, 2022, Risks to gas consumers of declining demand 
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Figure 4: Retail market offers by jurisdiction and provider22 

 

This, combined with the previously discussed hardship and debt numbers, would indicate that 

there are current affordability issues being experienced by gas consumers in South Australia, 

with the potential for those numbers to grow. Coupled with electricity price pressures outlined 

in previous sections of this report, energy costs are a pain point for many South Australian 

households.  

 

It has been raised that the number of residential gas consumers has grown – however, this is 

misleading, as many households do not have the choice to not be connected to the gas 

network. This is particularly the case if they are renters, or in new builds where developers are 

still permitted to install/connect to gas as default. This is therefore not an accurate reflection of 

consumer preference or choice. The upfront cost barriers to electrification also make this an 

unfair comparison, where consumers are not necessarily exercising their choice or indicating 

their preference for staying on gas; rather, for many they have no other choice23.  

 

Some organisations – such as Energy Consumers Australia (ECA) – are suggesting that we are 

approaching peak gas demand among consumers, if we haven’t reached it already. Conducting 

analysis on AER quarterly performance reporting, ECA find that NSW, ACT, QLD, and SA have all 

seen material declines in residential gas customer growth in recent years. They also strongly 

recommend that policymakers begin planning for further declines in gas demand as households 

electrify24. AGN’s planned approach for the 2026-2031 AA, however, outlines their intention to 

                                                      
22 AER, 2025, Quarterly retail performance report October-December 2024 
23 Renew, 2024, The question of disconnection: gas demand is in decline, but is it falling fast enough? 
24 ECA, 2024, Are we reaching the peak in residential gas customer numbers? 
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grow the number of new connections to the network. We are concerned that this could come 

with significant risks for those households, and for those who remain on the network into the 

future.  

 

According to the 2025 Gas Statement of Opportunities (GSOO) produced by AEMO, “Residential 

and commercial consumption is forecast to slightly decline in the short term, with more 

significant fuel-switching to electric appliances forecast in the medium to longer term 

(particularly in Victoria and New South Wales). Electrification and other factors are expected to 

reduce residential and small commercial gas consumption by 125 petajoules (PJ), from 176 PJ in 

2025 to 51 PJ in 2044, despite rising population and economic growth.” 25 This builds on the 

findings in the 2024 GSOO which stated that “annual residential and small commercial gas 

consumption is forecast to decline in the short term in line with recently observed trends, and 

in the long term due to the potential to fuel-switch to electric alternatives across the 

residential, commercial and, to a lesser extent, industrial sectors. These trends are also 

expected to drive reductions in peak day has demand forecasts for residential and small 

commercial consumers.”26 

  

  
Figure 5: Annual and forecast total gas consumption, step change scenario. Source: AEMO, 
202527 

 

                                                      
25 AEMO, 2025, Gas Statement of Opportunities 
26 AEMO, 2024, Gas Statement of Opportunities 
27 AEMO, 2025, Gas Statement of Opportunities, 
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Further, the 2024 GSOO has revised down the forecast for residential consumption in particular 

relative to the 2023 GSOO due to recent sharp reductions in per household consumption 

observed in 2023. This may be attributed to price impacts from significant increases in retailer 

bills, emerging indications of fuel-switching to electricity, and some of the warmest winter 

temperatures on record. The GSOO 2024 also suggests that residential gas demand is likely to 

continue to decrease as a result of the new energy efficiency requirements included in the NCC 

2022, which is forecast to drive the uptake of electric heat pumps replacing gas water heaters 

and contributing to gas savings. This is consistent with what we have seen in the 2025 GSOO.  

 

AEMO highlights that price is unlikely to have a significant impact on consumption for 

residential gas, given it is an essential service and therefore demand is rather price inelastic. 

This has some concerning implications for households that are unable to electrify and are going 

to be reliant on an increasingly expensive gas network.  

 

Scenarios considered by AEMO also highlight the ways in which gas use is changing at a 

household level, and the impacts this will have going into the future. For example, under the 

Step Change ISP scenario (the most likely scenario)28: 

- Forecast residential and commercial gas consumption in 2043 is estimated to be around 

50 PJ, down by around 125 PJ from 2023. This is already 20PJ lower than was estimated 

in the 2023 GSOO and informed by the recently observed rapid reduction in 

consumption.  

- Electrification remains the most significant driver of forecast declining consumption, 

with an anticipated demand reduction of around 50 PJ in 2030 increasing to about 170 

PJ at the end of the outlook period. New dwellings in all jurisdictions are increasingly 

likely to be built without a gas connection or to use gas for applications other than 

heating (cooking and/or hot water)  

- Improving energy efficiency is forecast to contribute to a modest reduction in 

consumption of about 10 PJ at the end of the outlook period  

 

Modelling from IEEFA indicates that, while hydrogen may be an important future fuel for hard-

to-abate sectors, it is not cost-effective for residential use. IEEFA estimates that for residential 

use hydrogen would (currently) cost approximately $141 per GJ. Modelling from IEEFA firmly 

indicates that electrification is the most cost-effective energy solution for South Australian 

households29. SACOSS are concerned that pursuing hydrogen in situations where there are 

already economic and technically viable alternatives for decarbonisation (i.e., electrification), 

                                                      
28 AEMO, 2024,  2024 Integrated System Plan 
29 IEEFA, 2024, Fact sheet: as gas bills rise in South Australia, all-electric homes are the most cost-effective solution 
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risks driving up costs for consumers. We are yet to see evidence to the contrary presented by 

AGN, and firmly believe that this needs to be addressed in the Final Plan. Certainly, a lot of the 

modelling presently available does not consider this to be a realistic proposition30.  The 

implication is clear – current and future residential households will bear the risk of the gas 

transition, unless there is a significant policy shift. Further, the burden of future costs is likely to 

fall on low-income households and those facing barriers to switching to electricity.   

 

There is significant international research indicating that where electrification is viable, it is 

usually a better option than hydrogen – particularly for homes. An international meta-analysis 

of 32 studies found that hydrogen for space heating and water heating in homes is associated 

with both higher energy system costs and higher costs for individual consumers31. The 

International Energy Agency (IEA) estimates that burning green hydrogen in boilers would 

require three to five times more renewable energy than highly efficient heat pumps to deliver 

the same amount of heat in a home32.  

 

 

 
Figure 6: Wholesale price of natural gas and hydrogen33 

 

                                                      
30Net Zero Australia, 2023, How to make net zero happen – mobilisation report 
31 Rosenow, J., 2022, Is heating homes with hydrogen all but a pipe dream? An evidence review 
32 IEA, 2022, The future of heat pumps 
33 Grattan, 2023, Getting off Gas; why, how and who should pay  



19 
 

 
Figure 7: Electricity is cheaper than hydrogen to do the same job34 

 
Hydrogen in reticulated gas networks delays the energy transition and disadvantages low-

income households and renters. A no-regrets vision for hydrogen infrastructure needs to focus 

on uses where it is best placed to meet South Australia’s net-zero goals. SACOSS does not 

support the widespread adoption of blended hydrogen in reticulated gas networks. Current 

evidence suggests that South Australia’s gas distribution network can only safely support blends 

of up to 10% hydrogen by volume.35 While hydrogen blending in gas networks is currently being 

trialled in some jurisdictions, they are in the nascent stages, including the current 5% blend in 

Hydrogen Park South Australia. It is worth noting that due to the lower energy density of 

hydrogen, a 5% hydrogen blend by volume is equivalent to approximately 1.5% by energy 

content. 36 This means that the current emissions reduction capacity of “renewable hydrogen" 

is relatively trivial – even a theoretically feasible 20% renewable hydrogen blend would only 

deliver 6% emissions reduction.  

 

SACOSS believes that green hydrogen should only be pursued and prioritised in no-regrets 
situations and hard-to-abate sectors where there is a lack of alternative decarbonization 
options.   
 

                                                      
34 Grattan, 2023, Getting off Gas; why, how and who should pay  
35 GPA Engineering for the Government of South Australian in partnership with Future fuels CRC on behalf of the 
COAG Energy Council, 2019, Hydrogen in gas distribution networks 
36 Frontier Economics, 2020, Indicative analysis of blending hydrogen in gas networks 
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The International Renewable Energy Agency (IRENA) have analysed the uses cases of green 
hydrogen by considering the technological readiness of hydrogen against other decarbonisation 
solutions such as electrification (see Figure below). They have identified industrial uses such as 
production of green steel, ammonia products, chemical processes and refineries, and 
international shipping as high priority applications. High-grade heat applications are considered 
a medium priority area as either electrification and/or green hydrogen could be used. There are 
a range of applications where there are already commercially and technologically viable 
decarbonisation alternatives to hydrogen such as for transport options.   

  

Figure 4: Comparison of technological readiness of hydrogen vs. electrification and potential 
size of hydrogen demand. Source: IRENA (2022)37  

 

A no-regrets vision for hydrogen infrastructure needs to focus on uses where it is best placed to 

meet South Australia’s net-zero goals. 

 

We note that the gas networks have a stretch target of full decarbonisation of its gas networks 

by 2040 (or 2050 at the latest).38 However, there is little detail in the jump from 10 per cent 

renewable hydrogen in 2030 to full conversion by 2040. In particular, we question whether this 

should be a realistic goal given the need for household gas appliances to also be switched to 

ones that can handle a higher concentration of hydrogen, even if the distribution network is 

able to handle higher blends.  

 

                                                      
37 IRENA, 2022, Green Hydrogen for Industry – a guide to policy making  
38 Energy Networks Australia, 2020, Gas Vision 2050 
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It is also important to note that if a significant number of households electrify and disconnect 

from the gas network, then even should renewable or alternative gas supply become available 

it may no longer be a reasonable option to implement due to an insufficient customer base that 

would make such a switch uneconomical39.  

 
The level of uncertainty in the cost, timing and magnitude of Australia’s prospective hydrogen 

economy has led to AEMO replacing its ‘Hydrogen Superpower’ scenario with a ‘Green Energy 

Exports’ scenario, where the role of hydrogen has been scaled down .40 Put simply, South 

Australia does not have time to wait for hydrogen to be proved to be economic for residential 

use cases. For clarity, SACOSS is not opposed to the development of a hydrogen industry in 

South Australia nor to the use of green hydrogen, however we believe that it is inappropriate 

and uneconomical for household use. It remains a viable and important replacement fuel for 

hard to abate industries. 

 
In summary, AGN must present a much stronger and clearer case in its Final Plan to justify its 
continued investment in renewable gases—particularly hydrogen and biomethane—for 
residential use. While SACOSS acknowledges the strategic intent behind AGN’s exploration of 
decarbonisation pathways, the Draft Plan lacks a compelling evidence base to support the 
viability of renewable gases as a long-term solution for household energy use. Given the clear 
direction of state, federal, and international climate policy, alongside modelling from AEMO 
and other expert bodies, there is a growing consensus that electrification—not renewable gas—
represents the most efficient, cost-effective, and equitable pathway to achieving net zero 
targets in the residential sector. 
 
AGN’s Draft Plan does not adequately address key uncertainties in cost, demand, and consumer 
impacts, nor does it engage sufficiently with the serious risks that an uncritical push towards 
renewable gases poses to household affordability and equity. In the absence of a clear and 
credible roadmap for transitioning the gas network without leaving vulnerable households 
behind, continued investment in residential hydrogen or biomethane risks entrenching 
inequality and leading to stranded assets. Given evidence that gas consumption is already 
declining and that hydrogen is significantly more expensive than electricity for residential use, 
AGN must provide robust modelling, transparent assumptions, and a scenario-based approach 
to planning that reflects the likelihood of a declining residential customer base. Without this, 
the business case for renewable gas in homes remains unconvincing—and consumers, 
particularly those least able to afford alternatives, may bear the cost of this uncertainty. 
 

Conclusion 
SACOSS recognises the complexity and uncertainty that AGN faces in preparing its Access 
Arrangement for 2026–31 amid a rapidly changing energy landscape. However, these 

                                                      
39 Boardroom Energy, 2022, Risks to gas consumers of declining demand 
40 AEMO (2023) Inputs and assumptions p. 17 
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challenges also demand a clearer, more transparent, and more evidence-based approach to 
planning—particularly where decisions have long-term implications for affordability, equity, 
and decarbonisation. 
 
While we commend AGN for its engagement with stakeholders and its progress in areas like the 
Priority Services Program, we remain concerned that key aspects of the Draft Plan, particularly 
those relating to the future of gas, tariff reform, and depreciation, do not yet sufficiently reflect 
the realities of declining residential gas demand, the risks to vulnerable households, or the 
likely policy trajectory toward electrification. 
 
The decisions made in this access arrangement will shape outcomes for consumers well into the 
next decade. It is therefore essential that AGN’s Final Plan prioritises affordability, 
intergenerational fairness, and the long-term interests of consumers—especially those already 
experiencing disadvantage. This will require more rigorous modelling, clearer scenario planning, 
and a genuine commitment to transparency and equity as the energy transition unfolds. 
 
SACOSS looks forward to continuing to work with AGN, the AER, and other stakeholders to 
ensure the final proposal delivers just and sustainable outcomes for all South Australians. 
Should you have any questions or would like to discuss anything in our submission, please 
contact our Senior Policy Officer Malwina Wyra  on    

Kind regards,    

   
Ross Womersley, CEO   
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1. Summary and Conclusions 

Introduction 

The Australian Gas Networks (AGN) gas network in South Australia is subject to full price 
regulation by the Australian Energy Regulator (AER). This means that every five years AGN 
submits an ‘access arrangement’ (AA) to the AER setting out: 

• The services offered on the network, 
• The price paid for those services, and 
• The non-price terms under which access to the network will be provided 

over that five year period. AGN has now begun this process for the period from 1st July 2026 to 
30th June 2031 with the publication of its Draft Plan.  This submission provides feedback to AGN 
on this Draft as it develops its Final Plan to be submitted to the AER by 1st July 2025. AGN’s aim 
is to develop a Plan that:  

• delivers for current and future customers,  
• is underpinned by effective engagement, and  
• is capable of acceptance by customers and stakeholders.  
 
The Plan is built on a combination of consumer engagement (with the approach based on the 
AER’s Better Reset Handbook1), analysis of the prudent and efficient capital and operating costs 
required to run the business and then how all that translates to prices for approved pipeline and 
reference services2. A key part of this consumer engagement has been AGN’s establishment of 
the South Australian Reference Group (SARG). Membership of the SARG reflects the diversity of 
the AGN’s customer base with organisations representing residential and business customers, 
major gas users, customers facing vulnerability, multicultural communities, the building 
industry and property developers. 

In December 2024 the SARG decided to establish a SARG Review Panel consisting of three 
SARG members, to engage more deeply on the plan and prepare this and further submissions to 
AGN and the AER. Under our Terms of Reference3 we have been established: 

“… to provide independent and constructive feedback and challenge based on their 
expertise and insight during the development of AGN SA’s 2026-31 regulatory proposal 
which include a review of:  

 
• AGN’s engagement program and associated activities, and  
• AGN’s regulatory proposal (Draft and Final Plans).”  

 

Throughout this process we will be observing customer engagement, participating in SARG’s 
engagement with AGN on key issues, reporting back to the SARG on progress and seeking 
SARG’s views and contributions to what we propose to say in our submissions. 

 
1 https://www.aer.gov.au/industry/registers/resources/guidelines/better-resets-handbook-towards-
consumer-centric-network-proposals 
2 https://www.aer.gov.au/industry/registers/access-arrangements/australian-gas-networks-sa-access-
arrangement-2026-31 
3 See https://gasmatters.agig.com.au/australian-gas-networks-south-australia-access-arrangement-
2026-27-2030-31  
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This is the first of three submissions we will prepare. The second, to be submitted to the AER in 
August 2025, will comment on the Final Plan. The AER will issue its Draft Decision in November 
2025 and then AGN will make a Revised Plan submission in January 2026. We will then prepare 
our third submission, to be submitted to the AER, in January 2026. All submissions will reflect 
feedback on behalf of the SARG, not on behalf of the individual constituencies of Review Panel 
members. Drafts of this submission have been made available to the full SARG and their 
feedback incorporated.  

Panel Conclusions 

AGN has a strong operation basis for 2026-31 

We begin by congratulating AGN on its achievements during the current 2021-26 period. There 
has been a considerable improvement in safety performance in the last 5 years to now the 
lowest TRIFR in AGN’s history. Despite increasing cost pressures, opex is forecast to be 22% 
below and capex 13% below the respective AER allowances. The mains replacement program, 
which has extending over three decades, will be finished providing the infrastructure ready for 
renewable gas in the future. AGN receives consistently high customer satisfaction scores, 
achieves very high reliability and has made important progress with completion of Hydrogen 
Park South Australia (Hy SA) now delivering a 10% renewable gas blend to around 4,000 
customers reducing emissions.    

This sets an impressive operational performance base for 2026-31 when longer-term challenges 
related to the ‘future of gas,’ combined with continued cost and affordability pressures, make it 
a critical period for both customers and AGN in the journey to the national net zero by 2050 
target.  

The main features of the Draft Plan are: 

• Commitment to continue delivering a strong operational performance – safety, reliability, 
service and customer satisfaction 

• Strong customer focus – extensive engagement to ensure all element of the Plan reflect 
what customers want and are prepared to pay for 

• Contribute to the long term sustainability of SA gas supply with the renewable gas initiatives  
• Address consumers highest priority of affordability - in real terms (after inflation), prices in 

2030-31 will be lower than in 2025-26 and lower than they were in 2015-16.    

We would describe the Draft Plan as a ‘business as usual’ plan. AGN’s approach is based on a 
combination of confidence on SA Government policy continuing to allow new connections and 
supporting the development of renewable gas (quite different from the approach in Victoria) and 
AGN’s own views on their ability to develop a commercial renewable gas future for their 
distribution network. It means there is only a nominal $20m of accelerated depreciation or 5% 
of forecast straight line depreciation of $385.2m.  

This ‘business as usual’ approach with only nominal accelerated depreciation is why AGN can 
highlight a steady 2026-31 price path with an upfront 0.9% fall in the nominal price. That delivers 
on what consumer engagement told AGN – customers like price stability. It remains to be seen 
whether the completion of the AGN modelling leads to any increase in accelerated depreciation 
and a different price path.   
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We need to see the ‘missing chapter’ on the future of gas 

Our primary comment on the Plan is that it lacks a comprehensive and convincing narrative to 
justify this ‘business as usual’ approach. It is what we refer to as the ‘missing chapter’. Chapter 
6 does discuss the future of gas issue but it is a progress report on modelling that is still 
underway and which AGN intended to detail in its Final Plan. We recommend that this ‘missing 
chapter’ discuss: 

(i) What is AGN’s vision of the role of gas and its network in 2050 and what is their long 
term pathway to get to there?  

This would discuss the assumptions and set out the steps required along the 25 year pathway to 
be achieved the 2050 vision. Then, there would be more detail on what should be done in 2026-
31 to lay the foundation for that long-term pathway.  

(ii) What are the risks to this central case not occurring and what does that mean for the 
2026-31 Plan? 

This would discuss the risks to the central ‘business as usual’ scenario not occurring and what 
should be done (if anything) in 2026-31 to mitigate this risk in the long term. 

Section 2 on the future of Gas outlines in more detail the issues we recommend be addressed 
under each heading.  

What this means for Stage 4 and 5 engagement 

This ‘business as usual’ approach meant that consumer engagement did not fully explore the 
risks of targeting stable prices in 2026-31 on prices post 2031. While customers said 
affordability was their highest priority, a change in Government policy towards encouraging a 
move out of gas could lead to higher accelerated depreciation and a step change in prices from 
2031. We think that the affordability issue needs to be presented in a longer term context, not 
just over the next 5 year period. Customers may not view a marginally lower price in this access 
arrangement period as favourably if, for example, it means a steeper price increase is required 
in the next access arrangement.  

Stages 4 and 5 engagement should undertake detailed discussions of the risks to and 
implications of the ‘business as usual’ scenario not eventuating. Given the short time available 
before submission of the Final Plan, the Stage 4 engagement will focus on the SARG and this 
has already begun as we have developed this submission in discussion with AGN, the Stage 5 
engagement should explicitly explore different the impact on tariffs not just in 2026-31 but also 
post 2031 of different levels of accelerated depreciation. This discussion should also explicitly 
use the term ‘accelerated depreciation’ which AGN has intentionally avoided using in the Draft 
Plan – it uses the term ‘additional depreciation’ on p.51. The term ‘accelerated depreciation’ is 
widely used across gas networks in other States including AGN networks in Victoria.     

In summary, we make the following conclusions and recommendations on other parts of the 
Draft Plan:  

Opex  • More engagement is required on the placeholder step change for 
renewable gas certificates when Government policy is clear 
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• Support AGN absorbing the insurance step change 
Capex • More justification required for the new connections’ capex of $159m 

given its implications if there is additional accelerated depreciation   
• More discussion on the proposed IT system capex 

Pipeline and 
reference services 

• Support continuation of the current abolishment charges 
 

Revenue and 
prices 

• Tariff structure design a key focus of Stage 5 engagement 
incorporating the outcome of more detailed analysis of the future of 
gas and consideration of changes to existing declining block tariffs 

Incentive 
schemes 

• We support the continued application of the Efficiency Carryover 
Mechanism and the Capital Expenditure Sharing Scheme to 2026-
31. 

 
We begin with a discussion of the ‘future of gas’ energy market context under which this plan is 
being developed. Then we discuss in more detail our views on consumer engagement, capex 
and opex, tariffs, future of gas and incentive schemes. 

2. The Future of Gas 

The energy policy context 

The Panel believes it is vital to recognise and consider the policy and regulatory context at both 
a State and Federal level in which AGN’s Draft Plan is being developed. AGN’s Draft Plan for 
2026–31 is shaped by South Australian Government policy that, at present, supports continued 
consumer choice, new gas connections and the development of renewable gases such as 
hydrogen and biomethane. This is in stark contrast to Victoria, where the government is 
gradually implementing its Gas Substitution Roadmap4 with the following applying now: 

• All new government buildings have to be electric 
• Banning gas connections to developments and residential home builds that need a planning 

permit that were not submitted or approved by 1st January 2024 
• Gas distribution businesses are unable to offer inducements to connect to gas or purchase 

and install gas appliances 
• Customers pay full up-front costs of a new gas connection 

and consultation underway through a Regulatory Impact Statement on a range of additional 
measures with the Government’s preferred Option 3 of electrification of new residential and 
most new commercial buildings, as well as existing residential buildings (excluding existing 
residential cooking)5. 

 

 

 
4 https://www.energy.vic.gov.au/renewable-energy/victorias-gas-substitution-roadmap  
5 https://www.planning.vic.gov.au/guides-and-resources/strategies-and-initiatives/victorias-gas-
substitution-roadmap 
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In South Australia the Government has expressed its opposition to the Victorian policies. 
However, we do not think that AGN should discount the chance of a change in South Australian 
policy over the next 5-7 years.   

At the Federal level, this proposal is being prepared in the context of a National Gas Objective 
that now explicitly requires consideration of how proposed expenditure is6: 

“…likely to contribute to reducing Australia’s greenhouse gas emissions”  

This was not the case when the current period (2021-26) plan was being developed. The pace of 
the transition to net zero and the future role of gas in that transition are central to the debate. 
Concurrently there are the cost of living pressures on households and businesses faced with 
significant rises in energy costs over recent years.  

At the same time networks and the AER are seeking much more substantive engagement 
between networks and stakeholders, especially customers, on how this transition should occur. 
It is not just a matter of what services consumers might want from a gas network. It is about 
whether they can afford to pay for those services - both now and in the future - when network 
businesses are seeing large capex and opex cost pressures to deliver those services. 
Consumers’ support for the transition is becoming more dependent on the answer to the ‘who 
pays’ question. Governments have committed significant funds to a series of energy rebates to 
ease household affordability pressures and retain consumer support for the transition. 

The vigorous debate on the ‘future of gas’ is being played out in AER access arrangements in 
Victoria, ACT and NSW. In its decision on the three Victorian gas networks for 2023-28 (two of 
the three are owned by AGIG) the AER decided to set the level of accelerated depreciation as a 
goal seek that limited the real price path constraint at 1.5%/year real price growth (the Draft 
Decision was based on 0%/yr). The AER argued that this7:  

“… achieves an appropriate balance between what consumers pay now to mitigate 
future price increases, and the risk of greater increases in the future if mitigation is 
delayed. 

ECA has recently proposed to the AEMC a suite of gas rule changes that the ECA sees as better 
reflecting the long term interests of consumers and facilitating planning for how to fairly 
transition away from gas8. These include changes to bring up front connection costs, setting 
conditions for allowing accelerated depreciation, changed planning requirements to minimise 
capex and changing the capex criteria to ensure that declining use of the gas network is properly 
considered in evaluating whether a capital project is justifiable. 

What AGN is proposing 

 
6 https://www.aemc.gov.au/regulation/neo 
7 See p. 24 https://www.aer.gov.au/system/files/AER%20-%20AGN%202023-28%20-
%20Final%20Decision%20-%20Overview%20-%20June%202023.pdf 
8 https://www.aemc.gov.au/sites/default/files/2025-02/New%20rule%20change%20proposal%20-
%20Energy%20Consumers%20Australia%20-%20Gas%20distribution%20networks%20-
%20Creating%20additional%20criteria%20for%20the%20applica%20%281%29.pdf  
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Given this policy and regulatory environment, AGN has outlined a ‘business as usual’ approach 
in South Australia for 2026-31 that is based on a combination of two factors: 

(i) South Australian Government energy policy  

This policy:  

• supports consumer choice in energy supply and so supports new connections,  
• supports the development of renewable gas (hydrogen and biomethane) with AGN investing 

in these gases, 
• is expected to introduce a renewable gas certificate scheme to support that development to 

be paid for by gas customers, and  
• is not proposing to introduce Victorian gas substitution roadmap type policies over the 

2026-31 period which is quite different to Victoria that now bans new connections and 
places severe restrictions on the ability to replace gas appliances with gas appliances. 

 
(ii) Expanded role of renewable gas to decarbonise the gas network supported by the State 

Government 

The Chapter 6 discussion of the ‘Future of Gas’ refers to the major changes underway in the 
energy system and the need to start planning now for a change that will happen over decades. It 
sees renewable gas is a ‘gateway to our future’ underpinning AGN’s social licence to operate. 
The Orbviz summary of the Future of Gas says: 

“To remain competitive as the energy market changes, we will continue to: 

• offer competitive network prices while maintaining high levels of reliability and public 
safety; 

• enable renewable gas opportunities to bring renewable gases into the network; and 

• plan for the future by assessing our depreciation profile with each new Access 
Arrangement period to maintain a stable balance of risk between investors and 
customers.” 

Customer feedback has indicated that customers have a desire to continue using gas but with a 
preference for a lower carbon footprint. So AGN is testing its ability to stay competitive over the 
longer term even with renewable gas. It provides a work in progress report on their customer 
choice modelling eg whether a consumer replaces and end of life gas appliance with a gas or 
electric appliance. Various scenarios are explored depending on government policy, fuel price, 
appliance price and efficiency and weather.       

AGN’s approach includes: 

• Expanding hydrogen blending, building on its Hydrogen Park SA project delivering a 10% 
hydrogen blend (by volume) to 4,000 customers in Tonsley and planning for a 20% blend via 
Hydrogen Park Adelaide 

• Signing an agreement to source renewable biomethane from Delorean Corporation 
• Positioning its network as ‘hydrogen ready’ following completion of mains replacement and 
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• Considering accelerated depreciation as a regulatory tool to manage stranded asset risk, 
with a placeholder range between $20–185 million (equivalent to $10–$80 per residential bill 
per annum). 

AGN has invested heavily in hydrogen with its flagship Hydrogen Park South Australia (HyP SA) 
project. This is now delivering up to 10% hydrogen blend by volume (~4% by energy) to around 
4,000 customers through the existing network at Tonsley. AGN intends to expand this through 
Hydrogen Park Adelaide (HyP A) to deliver a 20% blend by volume into the wider Adelaide 
network. Advice from the SA Office of the Safety Regulator is that it is possible for the majority of 
existing domestic gas appliance to operate as normal with a 20% blend of hydrogen/natural gas.  

There is also the option of hydrogen supply to the Bolivar Power Station. AGN has recently 
signed an agreement with Delorean Corporation Limited to supply renewable biomethane in the 
network. The completion of the mains replacement program in the current period means that 
the network is ‘hydrogen ready’. 

Our perception is that AGN argue that decreasing the carbon intensity of the gas will lessen the 
need for Victorian style policies. This will lengthen the economic life of the network and lessen 
the need for accelerated depreciation.  

This strategy meant that the Draft Plan includes a $23.6 million opex step change placeholder 
for potential State Government support for renewable gas and a relatively small $20m 
placeholder for accelerated depreciation, though this term is not used, AGN preferring the term 
‘additional depreciation’. Stage 3 engagement considered $185m additional depreciation with 
the $20m number coming from later modelling. This compares with AGN’s approach in its other 
gas networks: 

• Dampier to Bunbury in Western Australia – has not proposed any accelerated depreciation 
in its 2026-30 plan considering the risk is adequately handled with the reduced asset lives 
approved in the previous regulatory period9.  

• Multinet in Victoria – sought $86m accelerated depreciation for 2023-28 with the AER 
approving $53m10 based on the cap of a 1.5%/yr real price growth constraint 

• AGN in Victoria – proposed $175m which was accepted by the AER because it resulted in a 
price path below the 1.5%/yr real price growth constraint11 

AGN asks the following consultation questions on the future of gas: 

1. What are your views of the emerging opportunities for customers in South Australia? Are we 
too optimistic, too pessimistic or is it too early to tell? 

2. Do you support our efforts to remain flexible as the future changes, or should our only 
concern be the lowest prices for the next five years with no thought of the future? 

Panel Comments  

 
9 https://www.erawa.com.au/gas/gas-access/dampier-to-bunbury-natural-gas-pipeline/access-
arrangements/access-arrangement-for-period-commencing-2026 
10 https://www.aer.gov.au/system/files/AER%20-%20MGN%202023-28%20-%20Final%20Decision%20-
%20Overview%20-%20June%202023.pdf 
11 See p. 23 https://www.aer.gov.au/system/files/AER%20-%20AGN%202023-28%20-
%20Final%20Decision%20-%20Overview%20-%20June%202023.pdf 
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It would discuss the assumptions and set out the steps required along the 25 year pathway to 
be achieved the 2050 vision. It would address questions such as: 

• What is their view on longer term State and Federal Government gas policy?  
• What is necessary for renewable gas to be commercial in the distribution system and how 

will Government policy facilitate that?  
• How will the cost of this transition be shared between customers, AGN and Governments? 
• What is the timetable for the rollout of increased renewable gas blend into the network over 

the period to 2050 eg what is the next steps after HyP Adelaide and the deal with Delorean 
to increase the percentage of renewable gas?  

• Where will AGN source the renewable gas, particularly given the SA Government’s refocus 
of its hydrogen policy after its takeover of the Whyalla steel plant? Will AGN develop its own 
expanded hydrogen production facilities?    

• What will be the price path for total customer bills of this move to increased renewable gas? 
How does that impact on customer choice for all customer classes between gas and 
electricity? How does it impact on vulnerable and low income customers and larger 
customers in hard to abate sectors and what measures are AGN proposing to mitigate this 
impact?    

• How does this play out across different customer classes from residential consumers who 
have a choice to hard to abate customers who may not have a choice? What are the 
technical challenges to customers of all types and sizes using hydrogen and what 
breakthroughs are required to enable substitution – what role will AGN play?  

• What is the case for connecting new customers and what should they pay for their 
connection? 

• What is the role for stranded asset risk mitigation measure eg accelerated depreciation and 
upfront connection charges?   

Then, there would be more detail on what should be done in 2026-31 to lay the foundation for 
that long-term pathway.  

(ii) What are the risks to this central case not occurring and what does that mean for the 
2026-31 Plan? 

It would discuss the risks to the central ‘business as usual scenario not occurring and what 
should be done (if anything) in 2026-31 to mitigate this risk in the long term. 

• What if South Australia moves closer to the Victorian policy framework that is actively 
discouraging gas consumption – ban on new connections in new homes, upfront 
connection charges, prohibition on networks providing inducements to connect or install 
gas appliances?  

• What if there is no renewable gas certificate scheme?  
• What if the current proposed Energy Consumers Australia (ECA) gas rule changes are 

implemented? 
• What should AGN be doing in 2026-31 around issues like accelerated depreciation and 

appliance choice to mitigate the longer term risks beyond 2031 of this policy change?  
• What are the risks of a low $20m in accelerated depreciation in 2026-31? 
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• What if the delivered price path in the central scenario means gas has difficulty competing 
with electricity?  

• How should it address the intergenerational equity issues of a change in Government 
policy? Those unable to transition to electricity — such as residential customers who 
cannot afford to, or commercial and industrial customers in hard-to-abate sectors — could 
be left carrying the burden of much higher accelerated depreciation costs in the 2030s.  

• Should it still be proposing $159m new connection capex?  
• What if hydrogen and biomethane are not commercially viable in the distribution network? 

What impact might that have on network tariffs?   
• What might this mean for hardship programs for vulnerable and low-income households?   

There is also a need to build and promote a publicly accessible evidence base, with 
interpretation, of reports and research about future of gas issues, challenges and possibilities. 
Orbviz may be a vehicle with an independent reference group to test ‘legitimacy’ of the research 
considered. 

More focus on accelerated depreciation 

We recommend more focus on accelerated depreciation, beginning with using that term rather 
than the term ‘additional depreciation’ used in the Draft. The placeholder of $20m for 
accelerated depreciation compares to total proposed straight line depreciation of $385m and 
an opening asset base on 1st July 2026 of just over $2b. This compares to the two AGIG networks 
in Victoria for 2023-28: 

• Multinet’s $86m proposed accelerated depreciation for for 2023-28 compared to total 
proposed depreciation of $230.5m on an opening asset base on 1st July 2023 of $1.42b.  

• For AGN Victoria, the proposed accelerated depreciation of $175m compared with total 
proposed depreciation of $246m and an opening asset base on 1st July 2023 of $2b.  

Clarity around accelerated depreciation is essential in navigating the energy transition. It should 
not be treated as a controversial concept—rather, it is a legitimate regulatory tool to help 
manage the financial risks of declining gas demand and potential asset stranding. As the future 
of the gas network becomes more uncertain, particularly under scenarios of widespread 
electrification, accelerated depreciation can support a fairer and more orderly transition by 
ensuring costs are recovered more equitably over time. Avoiding or downplaying the issue only 
undermines trust; instead, we need open and honest conversations with stakeholders and 
consumers about why it might be needed, what it means for bills, and how it fits into broader 
policy and investment decisions. 

3. Consumer Engagement  

AGN Approach  

AGIG has a five stage approach to engagement: 
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Stages/Phases 1 and 2 occurred between August and November 2024 with the aim of ensuring 
that customer views were genuinely embedded in the planning and design of AGN’s future 
services, pricing structures, and transition strategies. We note that the Panel had not yet been 
formed during these first two engagement stages, so our comments are limited to insights we 
have gained from written reports on their outcomes, as well as on AGN’s reflections in the Draft 
Plan. The Panel observed the Stage 3 engagement.  

1. Stage/Phase 1  

This was conducted during August and September 2024. A total of 181 customers participated 
across 15 workshops, which were primarily held face-to-face in metropolitan and regional 
locations across South Australia, with additional online sessions to maximise accessibility. 
Participants were recruited through a third-party agency to ensure a representative cross-
section of the community, including residential and small business customers, as well as 
culturally and linguistically diverse (CALD) customers. Dedicated CALD workshops were 
delivered in partnership with the Multicultural Communities Council of SA. 

Workshops were independently facilitated by KPMG and ran for approximately 90 minutes. Each 
session included presentations from AGN subject matter experts, interactive activities to 
prompt discussion and opportunities for participants to ask questions and provide feedback. 
AGN have reflected positively on this initial engagement, noting that customer satisfaction 
exceeded internal targets and that participants felt genuinely heard and valued. Key priorities 
emerging from Phase 1 included strong concern for price and affordability, ongoing 
expectations around reliability and public safety, interest in customer service improvements 
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(particularly for vulnerable customers), and a desire to better understand the future role of gas 
in the energy transition. 

2. Stage/Phase 2  

This occurred during October and November 2024. Of the original 181 customers engaged in 
Stage 1, 153 returned for Stage 2, representing an 85% retention rate. 

The second phase built on the foundational knowledge developed in Stage 1, providing more 
detailed information on AGN’s emerging proposals, including early pricing forecasts and 
network investment plans. Workshops again ran for around 90 minutes and were facilitated by 
KPMG, with an increased use of digital tools (such as QR-coded feedback forms and interactive 
online collaboration tools) in response to participant feedback. More time was also allocated to 
open Q&A sessions with AGN’s technical experts. 

AGN reflected that customer feedback remained broadly consistent between Stages 1 and 2, 
reinforcing the general direction of the Draft Plan. Customers continued to prioritise stable and 
affordable prices, gas safety and customer service excellence.  
 
There was also a noticeable increase in interest regarding the future transition to renewable 
gases, including practical questions about how hydrogen blending and electrification might 
affect individual households and businesses. Customers wanted to know more about the cost 
of renewable gas, and whether there would be incentive for customers using hydrogen as they 
are contributing to a positive climate change initiative. AGN presented a placeholder option of 
$185m ‘additional depreciation’ which would increase the average residential bill by $80/ year.  
 
Overall, AGN have stated that the engagement approach successfully, in their view, deepened 
customer understanding and produced valuable insights into customer priorities and 
expectations, which were directly incorporated into the development of the Draft Plan. 

3. Stage/Phase 3  

There were six sessions each of 2 hours, 5 in person - Mt Gambier, Reynella  (Southern Suburbs 
of Adelaide), Mawson Lakes (Northern Suburbs of Adelaide), Barossa Valley, Adelaide CBD, 
Adelaide – CALD communities and one online - Upper Spencer Gulf. At least one Review Panel 
member observed each session, except for Mt Gambier. Each session was facilitated by KPMG 
with the same topics presented and discussed. At the start of each session participants were 
given the opportunity to review the Draft Plan using the Orbiz software with the assistance of an 
AGN staff member.  

AGN commenced their stage 3 engagement sessions with the following diagram: 
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The agenda covered a short summary of the Draft Plan, two aspects of affordability (declining 
block tariffs and abolishment charges), future of gas and depreciation, the role of renewable 
gas and a summary. Each topic had a cycle of input from an AGN employee followed by an 
opportunity for participants to ask a question. A response was sought for each topic mainly 
using an on-line ‘voting tool.’   

KPMG’s report on the Stage 3 engagement was not available in time to be reviewed in this 
submission and we will provide feedback to AGN when that report is available.  

Panel comments  

Stages/Phases 1 and 2 

A number of consistent themes emerged across the first two stages.    

Affordability  

This was a dominant concern across all workshops. Participants frequently emphasised that 
energy bills are already a strain on household budgets and there is deep anxiety about further 
increases. This concern was particularly pronounced among low-income and fixed-income 
households. Customers want assurance that AGN is actively working to minimise price rises 
and support those who are most vulnerable.  

Reliability of gas supply  

This was a point of satisfaction. Customers were largely pleased with the current reliability and 
quality of gas services, viewing them as dependable and essential, particularly during colder 
months. This positive baseline creates an opportunity to build trust as AGN navigates future 
changes.  

Customer service expectations  

These were clear: when problems occur, customers want quick, effective support—preferably 
from a real person. There is widespread frustration with overly automated systems or long wait 
times. For many, being able to speak to a knowledgeable, empathetic person is fundamental to 
feeling supported and respected.  

Renewable energy and the future of gas  
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This was an area of strong interest, but with important caveats. Many customers expressed 
support for a shift toward more sustainable energy sources, but only if the transition is carefully 
managed to remain affordable and practical. There was limited awareness of renewable gases 
(such as hydrogen or biomethane) and many customers had questions about safety, appliance 
compatibility and costs.  

In later stages, participants responded positively to AGN’s draft proposal for maintaining price 
stability and consistent service. There was clear support for continued investment in gas safety 
and reliability. However, some areas - like AGN’s growth strategy and the personal implications 
of moving to renewable gas - were identified as needing further exploration. Customers want to 
know: Will they need to change appliances? What costs will be passed on? How will vulnerable 
households be supported? Some customers advised the placeholder increase for accelerated 
depreciation resulting in an $80/yr increase in residential bills was minimal, others wanted to 
understand in more detail the impacts.  

Stage 3  

We observed a level of general satisfaction from participants in each workshop with “the vibe” 
and intent of the Draft Plan and prices trajectory. The headline story presented at the workshops 
around stable prices over 2026-31 (‘decrease 0.9% after inflation’) reflected customer feedback 
in Stages 1 and 2 and this was widely supported. We did not hear anyone express 
dissatisfaction with the information presented by AGN, about the draft Plan, nor any 
dissatisfaction with AGN and its approach.  

Nevertheless, we observed that responses from participants were based, at best, on limited 
understanding of much of the detail Draft Plan. We expect that few if any had read it – at the end 
of each session AGN undertook to send it to participants when we expected it would have been 
circulated prior to the sessions. While Orbviz is an impressive and powerful tool that can make 
the Draft Plan more accessible, we do not think enough time was allowed at the start of the 
session to properly explore and engage with the content of the Draft Plan through Orbviz.  

While we understand that most stage 3 workshop participants had participated in stage 1 
and/or stage 2 engagement, there was not a substantial recall of the detail from those earlier 
sessions. When asked directly about recollections of key words or concepts regarding future of 
gas from earlier sessions, there was enough recall to create a “word cloud” but limited recall of 
detail. 

The ‘input heavy’ workshop provided limited opportunity for participants to discuss the tariff 
issues in a way that indicated a full understanding of the options (declining block tariffs and 
abolishment) and we doubt there was much understanding of the discussion of depreciation 
and future of gas modelling.       

Given our discussion in the previous section, we think that AGN missed an important 
opportunity to engage more deeply on the future of gas and consumer attitudes to different 
levels of accelerated depreciation in 2026-31. What was the level of accelerated depreciation in 
the Draft Plan price path? How might they trade-off their preferred stable price path in 2026-31 
with different levels of accelerated depreciation? How might decisions on 2026-31 impact on 
the post 2031 price path? We also are aware that AGN has decided not to talk about / use the 
term “accelerated depreciation.” We think that this problematic since the term is widely used 
and, as we noted above, in place for AGN’s networks in Victoria. It is a ‘hot topic’ for gas 
networks, the regulator and customers. We don’t think that AGN can avoid dealing directly with 
the issue and using the accepted terminology.  
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• Free gas appliance safety checks: Ensuring the safe operation of heaters, hot water 
systems, cooktops and ovens 

• Emergency gas appliance repairs: Prompt assistance for urgent appliance issues, and 
• Gas appliance rebates: Financial support for replacing unsafe or inefficient appliances 

when repairs are not feasible. 

AGN has continued to work closely with social and community sector stakeholders and its trade 
partners to refine and promote the PSP. Notably, the program received national recognition, 
being awarded the 2024 Service Champion for Customer Service Project of the Year – Customer 
Impact by the Customer Service Institute of Australia. 

In its Draft Plan, AGN has committed to continuing and growing the Priority Services Program 
through the 2026–31 regulatory period, recognising the increasing importance of supporting 
vulnerable customers as the energy transition progresses. 

Panel Comments 

Given the AER methodology, much of the forecast opex is not subject to consumer comment.  
We focus our comments on the discretionary items, UAFG, the Priority Services Program and 
the trend.   

On step changes: 

• The capitalisation change is a matter for the AER 
• The purchase of renewable energy certificates has not been sufficiently engaged on as AGN 

await more specific advice on what policy measures the State Government will introduce to 
support the development of the hydrogen industry. We look forward to this engagement 
having a transparent discussion around whether customers should effectively subsidise 
AGN’s development of hydrogen generation, that has yet to be proved economic, to reduce 
AGN’s stranded asset risk. Should AGN’s customers effectively subsidise a potentially high 
risk investment by AGN?     

• We support the view expressed at the 27th February SARG meeting that the small insurance 
step change should be absorbed by AGN 

A major reason for the below allowance opex in the current period is lower than forecast UAFG 
due to the mains replacement program. UAFG is calculated by multiplying the average volume 
of UAFG for the last three years by the forecast gas price. AGN is proposing a ‘true-up’ 
adjustment to tariffs depending on the actual cost. We would like to see more information on 
how the mains replacement has reduced gas leaks and how AGN proposes to source this gas. 
We are interested in ensuring that AGN still has a strong incentive to get the best gas price for a 
‘pass through’ cost to consumers.     

The Panel commends AGN on the successful establishment and early achievements of the 
Priority Services Program (PSP). The development of dedicated support services for customers 
experiencing vulnerability reflects best practice principles in customer service and aligns 
strongly with AGN’s broader commitment to sustainable communities and customer-centred 
infrastructure delivery. There is strong support for its continuation. 

The Panel particularly acknowledges the proactive steps AGN has taken to integrate the PSP 
into its core operations, including: 

• The establishment of a dedicated customer support role 
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duplication across the AGIG group’. Our experience across many electricity and gas recent 
resets in recent years has shown a consistent pattern of these types of IT projects ending up 
considerable over budget and over time in implementation. The most notable was the 
development of the DEBBS system in Energy Queensland led to the shareholder absorbing cost 
overruns of $121.3m for Ergon14 and $130.2m for Energex15. We look forward to further 
information being provided in the Final Plan on how AGN will avoid the problems that have beset 
other networks for these projects. 

Our future of gas discussion above highlights the potential stranded asset risk of new 
connections capex. AGN is proposing growth capex of $156m which is an increase on the 
current period forecast of $141m. This is at a time when AGN forecasts total demand to fall by 
an average of 3.2%/year for 2026-31: 

• Residential customers (32% of total demand) – demand falling 5.5%/yr driven by falling 
average residential demand (move to reverse cycle air conditioning) more than offsets rising 
new connections; average residential consumption has fallen from 20.6GJ in 2008-09 to 
13.8GJ in 2023-24 and is forecast to fall to 9.4GJ in 2030-31.  

• Commercial customers (17% of total demand) – demand falling 2.9%/yr due to lower 
average consumption offsetting a slight rise in connections 

• Industrial customers (51% of total demand) – MDQ declining 2.9%/yr   

Most of the new connections’ capex has a standard asset depreciation life of 60 years. We have 
concerns about whether the gas network still be commercially viable for that period or whether 
changes in policy will mean those assets have the risk of becoming stranded and then subject 
to debate over the level of accelerated depreciation. How likely are those newly connected 
customers likely to pay the full cost of providing that connection? What is the risk that the newly 
connected customers electrify well before the end of asset depreciation life of the assets used 
to supply them gas and the residual asset value needs to be recovered from remaining 
customers? And how confident are AGN about the number of new developments connecting to 
the gas network as opposed to being all electric by default? 

Following a change in Victorian Government policy in 202416, from 1st January 2025 AGN charges 
all new connections to its Multinet network a connection fee of ~$2,000 for residential 
customers17. For other customers the newly connected customer will pay the full costs of the 
connection up front. This is designed to ensure new connections pay a contribution to the 
stranded asset risk their connection brings to all gas users.     

6. Pipeline and Reference Services  

We support the proposed reference and non-reference services in the next period which 
includes the abolishment service as an ancillary reference service. Our comments here focus 

 
14 https://www.aer.gov.au/system/files/2024-02/Ergon%20-%205.3.11%20-
%20Capex%20ex%20post%20justification%20-%20Non-network%20ICT%20-%20January%202024%20-
%20public.pdf 
15 See p. 161 https://www.aer.gov.au/system/files/2024-02/Energex%20-%202025-
30%20Regulatory%20Proposal%20-%20January%202024%20-%20public.pdf 
16 https://www.energy.vic.gov.au/renewable-energy/victorias-gas-substitution-roadmap 
17 
https://www.australiangasnetworks.com.au/scr#:~:text=Changes%20in%20Victorian%20government%2
0regulation,1%20is%20around%20%242%2C0002. 
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on the abolishment services and the importance of supporting consumer choice, affordability 
and safety. 

What AGN is proposing 

AGN is proposing to classify abolishment services – the permanent disconnection by cutting 
and capping the gas connection at the main - as an ancillary reference service for the first time 
in South Australia. This aligns with how abolishment services are already treated in their 
Victorian networks. Currently in SA, abolishment is offered free of charge (apart from an $85 
meter removal charge) for public safety reasons to avoid idle network assets. Stakeholder 
feedback supported clearer classification of abolishment as a separate, transparent service to 
prepare for potential future increases in demand. 

AGN considers abolishment meets the reference service factors under the National Gas Rules 
(NGR) because: 

• There is low current demand 
• It is not substitutable with other services 
• Costs can be reasonably allocated for standard residential and small-scale abolishments 

AGN proposes a partial cost recovery model where customers would pay around 20% of the 
total cost or ~$200, with the remaining socialised across other customers following the 
approach taken by the AER for AGIG’s Multinet and AGN network in Victoria where the charge 
was set at $22018. However, AGN notes that if government policies increasingly drive gas 
disconnections, full cost recovery from customers (not socialised) would be more appropriate 
in the future. This was also a topic discussed with customer workshops throughout the 
engagement process.  

Reflections from the Panel 

The issue of who should bear the costs of abolishment – how much to be borne by the individual 
customer and how much should be socialised across all customers – is an issue that has been 
the subject of much debate in Victoria and NSW. The AER’s final decision for Victorian networks 
that set the charge at $220 noted19: 

“This is not a long-term solution. Combined with declining throughput on remaining 
connections, it will put upward pressure on haulage tariffs in the 2023–28 period until a 
more sustainable solution is identified. If, in future periods, we see further decline in 
demand and an increase in customers leaving the network, the upwards pressure on 
tariffs for remaining customers will only grow. ESV is committed to working with the gas 
distribution network businesses to understand whether other methods may be more 
appropriate than permanent abolishment in the context of the large number of 
disconnections that have been forecast as a result of the Victorian Government’s policy 
to support electrification, or whether there are any new technologies that may reduce 
the safety risk.” 

 
18 See the discussion on p. 7 in the AER’s Final Decision https://www.aer.gov.au/system/files/AER%20-
%20MGN%202023-28%20-%20Final%20Decision%20-%20Overview%20-%20June%202023.pdf 
19 See p. 7 https://www.aer.gov.au/system/files/AER%20-%20AGN%202023-28%20-
%20Final%20Decision%20-%20Overview%20-%20June%202023.pdf 
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There are arguments both ways and both call on ‘equity’ to justify their position: 

• Customers leaving the network and electrifying their homes may tend to be higher income 
consumers and they should not be cross-subsidised lower income consumers who are 
unable to afford leaving the network and who are left to pay any future stranded asset risk 

• Charging the full cost of ~$1,000 creates a barrier to leaving. Maintaining accessible and 
low-cost pathways for abolishment is critical to supporting genuine consumer choice. As 
the energy transition progresses, consumers must be able to decide whether to maintain, 
modify, or cease their use of gas without being subjected to prohibitive costs that act as a 
barrier to electrification. If the transition is to be equitable, consumers leaving the network 
should not be worse off than those choosing to connect to it. 

Affordability and equity are not the only factors. From a safety perspective, imposing significant 
abolishment costs could encourage unsafe practices, with customers informally abandoning 
gas infrastructure without formally abolishing their connection. This creates long-term safety 
risks for both individual households and the wider community, as inactive but live gas assets 
may degrade or pose a safety hazard without proper decommissioning. 

Through AGN’s engagement process, it became clear that consumers themselves raised 
concerns about potential abolishment charges. They observed that at present, there is no cost 
for new customers to connect to the gas network as well as no cost for abolishment, yet 
abolishment numbers remain very low – so while the costs are socialised, they form a minute 
percentage of a household gas bill. Consumers also raised concerns about safety should 
abolishment costs become prohibitive.  

The Panel recommends: 

• AGN should continue reporting abolishment numbers clearly and regularly, ideally 
disaggregating residential, business and industrial customer trends over time. Transparent 
reporting is essential for monitoring emerging customer behaviour as the energy transition 
unfolds and for identifying and managing risks associated with network utilisation, 
affordability, and safety. 

• AGN should maintain its current a no-charge abolishment policy in 2026-31 for consumers 
wishing to leave the network, unless and until there is clear evidence that costs are 
material, unavoidable and justified through a robust public process. 

• AGN should work with stakeholders to monitor safety risks arising from incomplete or 
informal abolishments and ensure appropriate consumer education and support 

• Any future proposal to introduce abolishment charges should be subject to full public 
consultation, with explicit consideration of equity, affordability and consumer protection 
impacts. 

More broadly, the Panel’s recommendation to maintain a no-charge abolishment policy reflects 
the currently low volume of abolishments and the limited impact on network costs and 
customer bills. This is in contrast to Victorian where abolishment is becoming much more 
common reflecting Government policy. With improvements to data collection and reporting 
planned under the upcoming access arrangement, including more detailed tracking of 
abolishment trends, it is appropriate to retain the existing approach for now. Should 
abolishment numbers increase significantly or materially impact cost recovery or bills, this 
issue can be revisited in consideration of the 2031-36 access arrangement which will have 
comprehensive data to assist in decision making.  
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It is also important to distinguish this issue from the separate conversation currently underway 
through the AEMC consideration of the proposed ECA rule changes referred to above, which 
include the introduction of new connection charges. That proposal seeks to introduce charges 
for new customers to connect, to mitigate stranded asset risks in the future. In the absence of 
current connection costs being passed on to the consumer, it is difficult to justify the same not 
being the case for those leaving the network.  

7. Revenue and Prices 

Our discussion focusses on declining block tariffs and related customer engagement 

What AGN is proposing  
 
AGN’s current pricing model for residential and commercial customers uses a combination of a 
fixed supply charge ($/day) and a volumetric or consumption based charge ($/GJ). 
Approximately 75% of AGN’s revenue is currently recovered through variable (usage-based) 
charges and 25% through fixed charges. The consumption charge is a declining block tariff 
where:  

• Higher unit rates apply to lower usage blocks (e.g., customers with minimal gas use like a 
gas cooktop and solar hot water), and 

• Lower unit rates apply to higher usage blocks (e.g., customers using gas for space heating). 

AGN considers the declining block structure efficient for several reasons:  

• It supports better network utilisation by encouraging ongoing use, 
• It smooths customer bills across the year, especially by making winter heating bills more 

affordable, and 
• It provides revenue stability despite gas demand being sensitive to weather variability. 

The AER asked AGN to consider moving toward a flatter tariff structure to discourage high gas 
consumption and better align pricing with emission reduction objective now in the National Gas 
Objective discussed above.  The AER suggested that flattening could occur over two Access 
Arrangement periods (2026-31 and 2031-36) to reduce customer bill shock. AGN considered 
this option as part of their Draft Plan but have indicated that, in their view, even a gradual move 
toward flatter tariffs would cause significant bill increases for high-usage customers: 

• Around 63,000 residential customers using 30+ GJ per year would face annual bill increases 
of $161 or more, and 

• Over 10,000 customers using 60+ GJ per year would face increases of $471 or more. 

AGN have indicated that they find these impacts unacceptable, particularly given many 
customers’ inability to immediately switch appliances or fuel sources. They also noted that the 
expected emissions benefits would be negligible (just 0.02%–0.04% of average annual bills). In 
the Draft Plan AGN therefore proposes to retain the declining block tariff structure for 2026-31. 
However, AGN is considering small adjustments such as: 

• A modest increase to the fixed charge component (e.g., by 10–20%) to slightly reduce 
reliance on volumetric usage, and 

• Rebalancing the variable usage tiers slightly (but not fully flattening them). 

These changes aim to align somewhat with the emissions objective without causing major bill 
shocks. As part of the customer engagement process, one of the key focus areas was the 
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structure and design of gas tariffs. Participants in the Stage 3 workshops were presented with 
three potential pricing options:  

• The current declining block tariff (where the unit price of gas decreases as usage 
increases),  

• A modified, flatter version of this tariff, and  
• A fully flat tariff, where all units of gas are priced equally regardless of usage volume.  

Each option carries different implications for how gas costs are distributed between 
households with lower and higher consumption. The workshops provided an opportunity to test 
customer understanding of these models, gauge initial reactions and explore perceived fairness 
and impacts.  

Panel comments  

The discussions at the customer engagement workshops highlighted several important 
learnings—both about customer perceptions and the way tariff conversations should be 
framed.  

Many participants were unfamiliar with how the current declining block tariff actually works. A 
number of people believed, incorrectly, that using more gas would result in a lower overall bill, 
misunderstanding the way marginal pricing operates. The purpose of the tariff structure (to 
smooth bills for higher users rather than incentivise higher usage) was not clear to 
many. Moreover, customers often didn't know how their household’s gas use compared to the 
average, making it difficult for them to understand how proposed changes would affect them 
personally. This gap in self-context limited meaningful engagement with the pros and cons of 
each tariff option.  

Participants were also unclear on the rationale for discussing tariff reform in the first place. The 
workshops didn’t always sufficiently explain that the AER requested review. Without this 
broader policy context, some participants viewed the conversation as a technical pricing issue 
rather than one connected to larger system shifts or regulatory direction.  

While some attendees focused narrowly on how each option would affect their own bills, others 
took a broader view, considering the potential impacts on vulnerable groups or lower-income 
households. This variation showed that people bring different values and perspectives to these 
discussions. However, a more consistent framing could have helped participants consider both 
personal and community-wide implications more holistically.  

Given this, the Panel recommends that AGN provide clearer, more accessible explanations of 
tariff structures in future engagement, potentially including options outside of declining and 
flat/flatter structures. Additionally, helping customers identify where their own gas usage sits 
relative to the average household would make this information more relatable and digestible. 

The Panel considers it essential that AGN clearly frame tariff reform discussions within the 
broader context of regulatory expectations and evolving climate policy. Future communication 
should emphasise that these potential changes are not simply revenue-neutral pricing 
adjustments, but are part of a broader social, environmental and energy transition agenda. 
Understanding the role of the AER in requesting that AGN investigates this option is also 
important. Establishing this context upfront will help customers better understand the rationale 
for exploring tariff structure changes. 
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The Panel also recommends that AGN encourage customers to consider the impacts of tariff 
structures not only on their own households but also on the wider community, particularly for 
lower-income customers and those with limited capacity to adjust energy use. This could be 
supported through the use of distributional analysis and customer impact modelling to 
facilitate a more informed and equitable discussion. 

Recognising the complexity and nuance of tariff reform, the Panel recommends that AGN make 
tariff structure design a key focus of Stage 5 engagement. Participants’ ability to provide 
meaningful input depends heavily on the clarity and accessibility of the material presented. 
Deeper engagement in the final stage should explicitly acknowledge the trade-offs between 
fairness, affordability and broader decarbonisation objectives. 

8. Incentive schemes 

We support the continued application of the Efficiency Carryover Mechanism and the Capiral 
Expenditure Sharing Scheme to 2026-31.  







Kind regards
Mark

Mark Riley
Senior Industry Advisor
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