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1.3 Background 

The Victorian and Albury natural gas distribution network includes over 12,000 km of pipelines 
and 252 km of transmission pressure (TP) pipelines that deliver gas to more than 740,000 
customers. The maps at Appendix A show the full TP pipeline network. 

The majority of the TP pipelines were constructed prior to 1982, with seven of the Victorian 
pipelines in excess of 50 years old. TP pipelines operate with a maximum allowable operating 
pressure above 1050 kPa, therefore their design, construction, operation and maintenance are 
governed by Australian Standard (AS) 2885. 

The biggest risk associated with steel pipelines is corrosion, which can weaken the pipe wall and 
cause an integrity failure. To mitigate the risk of a TP pipeline integrity failure, the pipelines are 
coated with corrosion-inhibiting products and subject to a cathodic protection (CP) system, which 
uses a low voltage electrical current to inhibit the onset of steel corrosion. Some older sections of 
pipelines in our gas distribution networks are coated with coal tar enamel (CTE), while newer 
sections are coated with polyethylene (PE) and fusion bonded epoxy (FBE). Heat shrink sleeves 
(HSS) have been applied to pipelines of various ages. 

If left unchecked, corrosion will eventually cause leaks, posing a risk to the gas supply. The 
subsequent emergency repair could also result in large scale loss of gas supply and considerable 
disruption for customers. 

As a result of the significant consequence associated with pipeline failure, AGN’s Pipeline Integrity 
Management Plan - PIMP requires the integrity of pipeline protective coatings to be assessed 
every five years using a DCVG survey, where the pipeline is not subject to an inline inspection 
program.1 This survey involves taking surface measurements of the amount of electrical current 
that is escaping through coating faults into the surrounding soil. The coating fault ‘indications’ are 
denoted by an IR reading2. The IR reading provides an indication of the size of the coating fault. 
Depending on the size of the IR reading, the location of the pipeline, CP performance and 
previous dig up history, the section of pipeline where coating indications have been identified will 
be excavated and directly examined. 

DCVG surveys and dig ups only provide an indication of the pipeline coating condition at a sample 
of locations where the pipeline steel condition has been assessed. Results must then be 
extrapolated for the remaining sections of the pipeline. 

Figure 1-1 shows an example of pipeline corrosion detected via a DCVG survey and dig-up. 

 
1 The prevailing industry standard practice for detecting corrosion associated with coating disbonding is to use an inline inspection tool 
(also known as a pig). However, many of the TPs in the Victorian distribution system are currently not piggable. 

2   IR readings are the measure of current flowing from the pipe to the soil. IR = current resistance. 
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Figure 1-1: Damage on L103 detected by DCVG survey and excavation 

 

 

1.3.1 Recent DCVG surveys & dig ups 

Historically, only defects with IR readings greater than or equal to 15% were deemed high priority 
and subject to dig up and repair. Defects with readings less than 15% were deemed low priority 
and not subject to any remediation because it was expected that a small coating defect would be 
contained by the active corrosion protection system. 

However, excavations on low priority sites prior to the current access arrangement period 
uncovered defects where the extent of corrosion was masked by the surrounding coating, and 
repairs to the coating were frequently required. From this, we concluded that the IR reading does 
not necessarily correlate to the amount of corrosion present. Therefore since 2014, in addition to 
excavation of defects with an IR reading of greater than 15%, excavation has also been 
conducted on locations that have returned multiple IR readings of less than 15%. 

This decision has been further supported by the data gathered in the current access arrangement. 
Over the four years between 2018 and 2021, there were 270 excavated faults located by DCVG 
surveys. More than half of these (155) were dig ups in locations where multiple surveys had 
provided IR readings of less than 15%. Over 99% of subsequent excavations revealed some 
corrosion or coating defects.  

The high proportion of corrosion and coating defects found where the IR reading is less than 15% 
provides substantial evidence that DCVG surveys are effective in detecting major coating defects. 
Given the continued frequency of coating defects at locations with IR readings, and in order to 
mitigate the high risks associated with TP pipeline corrosion, we consider it prudent to continue to 
excavate, examine and repair (where necessary) sites with high IR readings (>15%) as well as 
sites with multiple indications regardless of the IR reading. 

Note that the DCVG dig-up and repair program is all associated with transmission pipelines are not 
currently subject to in-line inspection, and where DCVG is therefore the primary inspection 
technique. 
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1.4  Risk assessment 

Risk management is a constant cycle of identification, analysis, 
treatment, monitoring, reporting and then back to 
identification (as illustrated in Figure 1-2). When considering 
risk and determining the appropriate mitigation activities, we 
seek to balance the risk outcome with our delivery capabilities 
and cost implications. Consistent with stakeholder 
expectations, safety and reliability of supply are our highest 
priorities. 

Our risk assessment approach focuses on understanding the 
potential severity of failure events associated with each asset 
and the likelihood that the event will occur. Based on these 
two key inputs, the risk assessment and derived risk rating 
then guides the actions required to reduce or manage the risk 
to an acceptable level. 

Our risk management framework is based on:  

• AS/NZS ISO 31000 Risk Management – Principles and Guidelines,  

• AS 2885 Pipelines-Gas and Liquid Petroleum; and  

• AS/NZS 4645 Gas Distribution Network Management.  

The Gas Act 1997 and Gas Regulations 2012, through their incorporation of AS/NZS 4645 and the 
Work Health and Safety Act 2012, place a regulatory obligation and requirement on us to reduce 
risks rated high or extreme to low or negligible as soon as possible (immediately if extreme). If it 
is not possible to reduce the risk to low or negligible, then we must reduce the risk to as low as 
reasonably practicable (ALARP). 

When assessing risk for the purpose of investment decisions, rather than analysing all conceivable 
risks associated with an asset, we look at a credible, primary risk event to test the level of 
investment required. Where that credible risk event has an overall risk rating of moderate or 
higher, we will undertake investment to reduce the risk. 

Seven consequence categories are considered for each type of risk: 

1 Health & safety – injuries or illness of a temporary or permanent nature, or death, to 
employees and contractors or members of the public 

2 Environment (including heritage) – impact on the surroundings in which the asset operates, 
including natural, built and Aboriginal cultural heritage, soil, water, vegetation, fauna, air and 
their interrelationships 

3 Operational capability – disruption in the daily operations and/or the provision of 
services/supply, impacting customers 

4 People – impact on engagement, capability or size of our workforce 

5 Compliance – the impact from non-compliance with operating licences, legal, regulatory, 
contractual obligations, debt financing covenants or reporting / disclosure requirements 

6 Reputation & customer – impact on stakeholders’ opinion of AGN, including personnel, 
customers, investors, security holders, regulators and the community 

7 Financial – financial impact on AGN, measured on a cumulative basis 

Note that risk is not the sole determinant of what investment is required. Many other factors such 
as growth, cost, efficiency, sustainability and the future of the network are also considered when 
we develop engineering solutions. The risk management framework provides a valuable tool to 
manage our assets, and prioritise our works program, however it is not designed to provide a 

Figure 1-2: Risk management principles 
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The proposed capex is justifiable under NGR 79(2)(c)(i) and 79(2)(c)(ii), as it is necessary to 
maintain the safety and integrity of services. Allowing TP pipelines to continue to corrode to the 
extent performance is compromised will lead to network integrity issues, disruption to customer 
supply and potential uncontrolled release of gas. Option 3 achieves the same level of operational 
risk reduction as Option 2, but it does this at higher cost. We therefore consider Option 2 better 
meets the requirements of NGR 79(2). 

As outlined in the business case, current practice has proven successful in uncovering coating 
defects and corrosion and remediation of these issues will allow us to maintain a level of service 
consistent with customer and stakeholder expectations.  

NGR 74 

The forecast costs are based on the latest market rate testing and project options consider asset 
management requirements as per the Asset Management Strategy. The estimate has therefore 
been arrived at on a reasonable basis and represents the best estimate possible in the 
circumstances. 
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Appendix A Asset maps 

Figure 1-3: VIC TP pipeline network 
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VIC & NSW Morwell to Tramway Rd- 
Supply to Brown Coal 
Liquefication Victoria 

NW - DCVG Survey -  1/11/2026 

VIC & NSW Langwarrin - Frankston NW - DCVG Survey -  1/11/2027 

VIC & NSW Dromana to Rye NW - DCVG Survey -  1/11/2027 

VIC & NSW Bittern to Dromana NW - DCVG Survey -  1/11/2027 
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89% of customers view climate change and reducing emissions as important or very important, 
but very few customers are aware of our decarbonisation plans, with only around 15% of 
Victorians having heard of renewable gas. 

In response to customer feedback that we should enhance our existing activities, we presented 
three potential options in our second round of workshops for customers consideration, these 
options included: 

• A standard communication and education program reaching 35% of customers which introduces 
the concept of renewable gas and includes two eight-week television campaigns (no additional 
customer funding per year). 

• A medium communication and education program reaching 55% of customers which explains a 
renewable gas future, includes a two eight-week television campaigns and some community 
events (~$2 additional customer funding per year).  

• A broad communication and education program which can be recalled by most Victorians, 
explains a renewable gas future, includes a three twelve-week television campaigns, media 
partnerships, community events and a schools education program (~$4 additional customer 
funding per year). 

In our engagement activities, 74% of customers supported increased investment ($2 - $3 per 
annum) beyond our existing activities on more renewable gas communications and customer 
education activities. 

These insights shaped our Draft Plans, where we included plans for a renewable gas 
communications and customer education program (see Box 1.1). Undertaking a renewable gas 
communications and customer education program will help to build customers’ confidence that 
renewable gas will be available in the future. This will also help to reduce demand risk that may 
arise from uncertainty about the role our gas networks will play in a net zero carbon future. 

Our Draft Plan proposal incorporated customer feedback that a mix of community activities, 
school-based education and media and digital communications will enable us to reach most 
customers and provide engaging educational opportunities for all of our customers and the 
community. We also leveraged our recent experience implementing enhanced communications on 
our South Australian network which has delivered very positive results. 
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• Educating society at large regarding environmental issues and impacts of choices for future 
generations “Education is everything, all ages need to get what this means for the environment.”  

• A sense of empowerment for younger generations: “Give [the kids] something to feel 
empowered and positive by.”  

The draft package presented in Phase 3 saw a portion of customers change their view and 
become in favour of greater investment in renewable gas communications and education 
compared to the early options presented in Phase 2. In fact, of identifiable responses across 
phases 2 and 3¹, the revised package at ~$2 saw: 

• 91% customers who voted ‘standard campaign’ (~$1) in phase 2 workshops; and 

• 89% customers who were originally opposed to renewable gas communications in phase 2 
workshops 

now support the revised renewable gas comms package in phase 3. 

Customer feedback with respect to AGN’s role in delivering the renewable gas communication and 
education program include: 

• Aligning with educators to increase success of school programs. 

• Emphasising their role as a distributor when delivering school programs. 

• Providing information to address any potential to phase out gas.  

We also presented our draft proposal to our stakeholder and retailer reference groups. Across 
these groups, there was lower support for our proposed renewable gas communication and 
customer education program with many questioning whether this is appropriately timed given the 
lack of policy certainty in Victoria. They also sought further justification for each of the program 
activities proposed, particularly in relation to any communication/marketing type activity.  

We have considered this feedback and adapted our preferred option as presented in this business 
case, with media communications to be funded through existing opex allowances at a cost of 
$900,000 per annum. This leaves the expanded community engagement activities and new 
schools' education program to be funded through an additional opex allowance. 

We consider an enhanced renewable gas communications and customer education program is 
particularly important in the next AA period given the state of the energy transition. It is a high 
value proposition for customers as choice and accessibility to information is important during the 
energy transition. A prudent business informs customers of key changes to products and markets. 
As the gas distribution network, we are best placed to deliver this program because we supply all 
customers connected to the natural gas network, and customers support us doing so. 
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2.4 Risk assessment 

Risk management is a constant cycle of identification, analysis, treatment, monitoring, reporting 
and then back to identification (as illustrated in Figure 1.1). 
When considering risk and determining the appropriate 
mitigation activities, we seek to balance the risk outcome with 
our delivery capabilities and cost implications. Consistent with 
stakeholder expectations, safety and reliability of supply are 
our highest priorities. 

Our risk assessment approach focuses on understanding the 
potential severity of failure events associated with each asset 
and the likelihood that the event will occur. Based on these 
two key inputs, the risk assessment and derived risk rating 
then guides the actions required to reduce or manage the risk 
to an acceptable level. 

Our risk management framework is based on:  

• AS/NZS ISO 31000 Risk Management – Principles and 
Guidelines,  

• AS 2885 Pipelines-Gas and Liquid Petroleum; and  

• AS/NZS 4645 Gas Distribution Network Management.  

The Gas Act 1997 and Gas Regulations 2012, through their incorporation of AS/NZS 4645 and the 
Work Health and Safety Act 2012, place a regulatory obligation and requirement on us to reduce 
risks rated high or extreme to low or negligible as soon as possible (immediately if extreme). If it 
is not possible to reduce the risk to low or negligible, then we must reduce the risk to as low as 
reasonably practicable (ALARP). 

When assessing risk for the purpose of investment decisions, rather than analysing all conceivable 
risks associated with an asset, we look at a credible, primary risk event to test the level of 
investment required. Where that credible risk event has an overall risk rating of moderate or 
higher, we will undertake investment to reduce the risk. 

Seven consequence categories are considered for each type of risk: 

1 Health & safety – injuries or illness of a temporary or permanent nature, or death, to 
employees and contractors or members of the public 

2 Environment (including heritage) – impact on the surroundings in which the asset operates, 
including natural, built and Aboriginal cultural heritage, soil, water, vegetation, fauna, air and 
their interrelationships 

3 Operational capability – disruption in the daily operations and/or the provision of 
services/supply, impacting customers 

4 People – impact on engagement, capability or size of our workforce 

5 Compliance – the impact from non-compliance with operating licences, legal, regulatory, 
contractual obligations, debt financing covenants or reporting / disclosure requirements 

6 Reputation & customer – impact on stakeholders’ opinion of AGN, including personnel, 
customers, investors, security holders, regulators and the community 

7 Financial – financial impact on AGN, measured on a cumulative basis 

Figure 1.1: Risk management principles 
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2.5.3 Option 3 – Broad campaign, recalled by most Victorians 

Under this option, we would run a broad campaign explaining the renewable gas future which can 
be recalled by most Victorians, ongoing community engagement events and educational program; 

• Renewable gas advertisements on free-to-air television channels, video on demand, digital 
channels and YouTube introducing renewable gas and encouraging customers to visit the AGN 
website to learn more (3 months, 3 times a year) 

• Digital advertising on a range of news and high traffic websites,  

• Media and TV partnerships (e.g. MasterChef) 

• Social media promotion of renewable gas developments, and 

• Around 20 community engagement activities per annum, including events and tours.  

• A schools and tertiary education program with in-school education activities and online 
resource materials. 

2.5.3.1 Cost assessment 

The implementation of this option is estimated to cost $2.64 million per annum, or a total of 
$13.18 million over the next AA period. This estimate is based on the following: 

• A broad reaching campaign including renewable gas advertisements on free-to-air television 
channels, Video on Demand digital channels and YouTube designed to reach and sufficiently 
introduce Renewable Gas to most Victorians and encourage them to learn more at the AGN 
website.  

• A radio campaign to further extend our target market reach, reinforce key Renewable Gas 
awareness messages and encouraging conversation on its development. 

• Supporting digital advertising across a range of news and high traffic websites. 

• Use of social media as an interactive engagement channel for answering community questions 
and providing Renewable Gas project promotion and updates and supporting engagement 
activities. 

• Ongoing community engagement events: 

○ Presentations and forums with community groups, including multicultural community 
organisations 

○ Site tours and presentations at renewable gas facilities  

○ Attendance at community events including sustainability and environment events, home 
shows and Science Fairs  

○ Regular communication through online resources, updates by way of regular newsletters 
and social media 

○ Supporting online materials as a key source of information on renewable gas. 

• School educational program: 

○ A combination of in person and online resources to educate students on the role of hydrogen 
as a future energy source and the science behind the creation of hydrogen 

○ Hands-on and interactive curriculum linked workshops through incursions and excursions 
including project site tours (either in person and virtually) 

○ Professional learning opportunities for educators 
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Table 2.14: Residual risk - Modified Option 1 

This option does align with our objective of Delivering for Customers and could be considered 

Sustainably Cost Efficient. Reducing the overall risk to low is consistent with our Risk Management 
Framework. 

Finally, it is worth noting that we intend to continue collaborating with community organisations, 
government agencies and other parts of the energy supply chain to ensure the communications 

and customer education we provide is best practice, appropriately targeted and achieving its 
objectives. 

This project will be delivered using a combination of internal and external resources, with internal 
resources used for the basis of our communications campaign, while external resources will be 

used to deliver the community events and schools program. 

2.7.1 Why is the recommended option prudent? 

The Modified Option 1 approach is the most prudent option because it is: 

• the most cost-effective option that meets customer needs and reduces risk to an acceptable
level (i.e., from moderate to low):

o Option 1 would partially mitigate the risks associated with the People and Finance, but it does
not meet the risks identified with Reputation & Customers.

o Option 2 would reduce the risk rating from moderate to low, but it does not fully meet
customer needs.

o While Option 3 has the greatest reduction in risk to Negligible, the incremental benefits

associated with the broader campaign, it is at a cost which exceeds the amount consumers
believe is appropriate

• consistent with our vision that we will deliver for customers and customer and stakeholder
expectations that we will do more to communicate our renewable gas plans and what it means

for our customers, particularly when they are considering the future energy mix in their homes
and businesses; and

• deliverable, as evidenced by similar work that we have done to engage with our customers,

provide rebates for appliances and new connections and to work collaboratively with others to
deliver aspects of the program.

The Modified Option 1 also represents a measured approach to responding to the energy 
transition and engaging customers as we move towards a net zero future. In particular, not 
enhancing our renewable gas communications and customer education could exacerbate feelings 
of uncertainty amongst our customers and mean there is an imbalance in the information 
available to them about renewable energy options for their homes and businesses in the future. 
Having clear and transparent information available is particularly important in aiding a better 
planned and more efficient transition to net zero. The forecast cost of the program, when 
expressed on a total cost per customer per annum basis of $0.76 per annum is supported by 

strong customer sentiment. 

Finally, it is worth noting that we intend to continue collaborating with community organisations, 
government agencies and other parts of the energy supply chain to ensure the communications 

|||||||I
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and customer education we provide is best practice, appropriately targeted and achieving its 
objectives.  

2.7.2 Consistency with National Gas Rules and National Gas Law 

In developing the forecast expenditure on the proposed Renewable Gas Communication and 
Customer Education program (i.e. Modified Option 1), we have had regard to Rule 91 and Rule 74 
of the NGR. With regard to all projects, and as a prudent asset manager/network business, we 
give careful consideration to whether opex is prudent and efficient from a number of perspectives 
before committing to fund new programs. We have also had regard to the National Gas Objective 
and revenue and pricing principles in the NGL. 

NGR 91 

The proposed solution is prudent, efficient, consistent with accepted and good industry practice 
and will achieve the lowest sustainable cost of delivering pipeline services: 

 
• Prudent – The expenditure on the proposed Renewable Gas Communication and Customer 

Education program is necessary in order to meet customer expectation, support a planned and 
efficient energy transition and reduce the untreated risks associated with the Reputation & 
Customers and Financial categories to Negligible or Low. The expenditure is also of a nature 
that a prudent service provider would incur, particularly given the lack of awareness of 
renewable gas and our renewable gas plans, including how this impact the gas network and 
customer appliances.  

• Efficient – The measures forming part of the proposed Renewable Gas Communication and 
Customer Education program are the most practical and effective measures to meet customer 
expectation, support a planned and efficient energy transition and to reduce the untreated risks 
from moderate to low. The additional costs of the proposed solution are small compared to the 
additional benefits of that option. The expenditure is therefore of a nature that a prudent service 
provider acting efficiently would incur. 

• Consistent with accepted and good industry practice – Implementing the proposed 
Renewable Gas Communication and Customer Education program would be consistent with good 
service levels expected in any industry, whereby customers are kept up to date with changes 
that are planned to their products and/or services. The importance of customer and community 
engagement is well recognised in the energy networks industry as a mechanism to ensure 
customer expectations are met, now and in the future.  

• To achieve the lowest sustainable cost of delivering pipeline services – The proposed 
Renewable Gas Communication and Customer Education program is necessary to give 
customers confidence that they can continue to rely on natural gas and renewable gas for key 
appliances in the home. Maintaining and growing our customer base, plays a key role in keeping 
the cost of natural gas down for our customers. 

NGR 74 

The forecast costs are based on the latest market rate testing and project options consider customer 
requirements informed by detailed engagement. The estimate has therefore been arrived at on a 
reasonable basis and represents the best estimate possible in the circumstances. 

NGL 

In addition to being consistent with rules 74 and 91, The renewable gas communications and 
customer education program furthers the National Gas Objective (NGO) by promoting efficient use 
of and investment in the network through building customer awareness of renewable gas. It will 
provide an information base on renewable gas, and what it means for the gas network and 
customer appliances that customers can refer to in making any decisions about their own energy 
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mix in their homes and businesses. This will ensure customers are well-informed of different 
renewable energy options and ensure long-term sustainability of natural gas services for the long-
term interest of consumers. 
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✓ Advisory Panel members particularly liked initiatives that ensure people are able to make 
their own choices (i.e., self-meter reads) and incorporate field crew training 

✓ Strong support for the program principles, with a strong preference for the program to 
complement/support existing support measures rather than duplicate 

The second workshop focused on prioritising potential priority service initiatives. In this session we 
discussed the customer benefits, complexity, implementation considerations and measures of 
success across a list of 14 initiatives as identified in gap analysis undertaken in the first workshop.  

The 14 initiatives were then plotted on a complexity/customer benefit matrix, highlighting areas of 
prioritisation for the design of a priority service program (see Figure 3-1).  

Figure 3-1 Prioritisation matrix from PSP Advisory Panel workshop 2 

 

We held a third and final workshop with the panel in March 2022 to further refine our proposed 
program. We worked closely with the panel to prioritise and align the program across all Victorian 
gas networks and ensure that the program would deliver benefit to those experiencing 
vulnerability.  

In the final session, we heard: 

✓ That the Advisory Panel liked the general direction of the proposed programs, but 
challenged the networks to consider how to best recruit people into the program without 
creating stigma that they are being labelled as ‘vulnerable’  

✓ It is critically important for the program to be a Victoria-wide program, as opposed to 
network specific, to ensure there is no confusion  

✓ This program could be used to support customers during large scale emergency/weather 
events 

✓ Some of the initiatives, such as meter self-reads, should be undertaken as business as 
usual activities  

✓ Providing information in simple and accessible English is important as it not only supports 
CALD customers but also those with visual impairment and low levels of literacy  

✓ Customers should be able to self-nominate into the program and there needs to be strong 
privacy protocols followed for the program (particularly if there is a register of some kind)  
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✓ That we need be open to learning as we go, keep talking to others and adopt lessons 
learned from similar programs 

3.3.1.2 What support have networks in other jurisdictions provided? 

In contrast to Australia, gas and electricity networks in the UK have been providing specialised 
support to their vulnerable customers for some time, which is funded through their regulated price 
control mechanism and actively monitored by Ofgem.  

The support provided by networks in the UK, is principally carried out through a priority service 
register, which is a network specific confidential register of customers requiring priority services. 
The priority services provided to the customers on this register are intended to help with access, 
safety and communication and, include, amongst others:17 

• the provision of information in an accessible format, including information on how to 
understand and manage costs and consumption and how to switch to other retailers;  

• advance notice of planned outages; 

• priority support in an emergency (e.g. the provision of alternative heating and cooking 
facilities in the event of a supply interruption); 

• meter reading services at more regular intervals; and 

• free gas safety checks every 12 months. 

In addition to priority services, gas networks such as Northern Gas Networks, have implemented a 
range of other initiatives to support customers experiencing vulnerability, including:18  

• providing connections to fuel poor customers;  

• conducting carbon monoxide and energy efficiency awareness campaigns and providing 
referrals for further help with in-house measures;  

• providing funding to charities to provide services to hard-to-reach customers; and 

• working with specialist organisations to train staff to help identify signs of vulnerability and to 
provide appropriate support and referrals. 

In its framework decision for the upcoming price control review (referred to as RIIO-2), Ofgem 
has reiterated the importance of networks supporting vulnerable customers:19 

“Our objective for RIIO-2 is to ensure that regulated network companies deliver the value for 
money services that both existing and future consumers want. In particular, that the price 
controls:  

• Give due attention to mitigating the impact of networks on the environment  

• Are designed so that networks play a full role in addressing consumer vulnerability 

issues.”  

“Our objectives also emphasise that networks must play a full role in addressing consumer 
vulnerability issues. We will achieve this by:  

• Expecting network companies to set out in their business plans how they intend to assist 

consumers in vulnerable situations. Companies should develop these proposals using the 

 
17 https://www.ofgem.gov.uk/consumers/household-gas-and-electricity-guide/extra-help-energy-services/priority-services-register 
18 Northern Gas Networks, Customers in vulnerable situations strategy – A7 – NGN RIIO-2, 2019 
19 Ofgem, RIIO-2 Framework Decision, 2018, pp. 4 and 7 
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(a) Develop a range of initiatives designed to provide financial support to priority service 
customers and ease affordability concerns, including by:  

○ providing funding for gas appliance safety checks; and 

○ funding emergency appliance repairs. 

(b) Improve the way in which we communicate with priority service customers to ensure that they 
are well informed and supported, including by:   

○ creating dedicated priority service program strategic and operational roles within AGN, 
which would be responsible for all aspects of the Priority Service Program; 

○ developing energy efficiency materials aimed at improving the energy literacy of vulnerable 
customer groups; 

○ improving communications with our CALD customers, to the benefit of all, including by: 

– providing information in an accessible format (easy English) and in multiple languages; 

– developing demonstration videos in simple langue that explain our role and processes, 
for example the purpose of meter reads and why we enter customers’ properties; and 

– developing a program of targeted and bespoke engagement with CALD communities and 
their leaders to improve information dissemination and build trust; and 

○ training our customer service and field-based staff (including contractors) (jointly referred 
to as ‘frontline staff’) to:  

– engage with vulnerable customers with sensitivity and empathy about the varied and 
underlying causes of vulnerability; and  

– refer our vulnerable customers to:  

▪ the priority services and other initiatives available from AGN to support these customers; and 

▪ dedicated support services where required. 

(c) Ensure that our processes are simple and easily accessed by priority service customers to 
ensure that we do not create further barriers and exacerbate vulnerabilities, by:  

○ checking in on our priority service customers during extended gas outages to ensure their 
health and welling, and providing temporary heating and cooking support if needed; 

○ providing the option of meter-self reads to customers who would prefer this, mitigating 
potential anxieties associated with field crews accessing their properties; and 

○ developing a register that can be used to introduce a range of priority services for our 
vulnerable customers (e.g., providing advance notice of planned outages, providing priority 
support in an emergency and/or assigning a dedicated liaison person to a field team where 
required). 

The following table provides further detail on the measures that we could implement to achieve 
these objectives and the benefits they are expected to provide our customers experiencing 
vulnerability. Grey shading is used in this table to identify those measures that we intend to fund 
from our existing operating expenditure allowance. No shading, on the other hand, is used to 
identify those measures that we are proposing to be funded under the step-change, noting that 
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that are delivering a material step up in the type and quality of services typically provided by a 
network business.   

 

 













AGN FINAL PLAN 2023/24-2027/28 
ATTACHMENT 8.2 OPEX BUSINESS CASES 

 

 

62 62 

3.3.4.2 Planned work  

In terms of the initiatives as part of our planned business as usual work program (see Table 3-6), 
these were identified and recommended by participants from the PSP Advisory Panel. We intend 
to fund these initiatives through our existing opex allowance. They will be undertaken by existing 
employees. 

3.3.5 The program will be discrete and measurable  

Consistent with the ‘Vulnerable Customer Assistance Program’ approved in our AGN South 
Australia AA, we are proposing to include this Priority Service Program as a category specific 
forecast so that the costs and activities delivered within this program can be separately tracked.  

Earlier this year we introduced a series of measures into our regular customer satisfaction survey 
to determine a priority service customer specific score. Understanding this enables AGIG to better 
understand how our priority service customers experience our services and identify opportunities 
for improvement. We can apply this measure to any new services implemented as part of the 
proposed program.  

In addition, we will provide timely and accurate reporting in a transparent manner on the costs of 
delivering the program which include reporting on our website, through our disclosure reporting 
under the Energy Charter and our Annual Reviews. 

3.4 Risk assessment 

Risk management is a constant cycle of identification, analysis, treatment, monitoring, reporting 
and then back to identification (as illustrated in Figure 3-2). 
When considering risk and determining the appropriate 
mitigation activities, we seek to balance the risk outcome with 
our delivery capabilities and cost implications. Consistent with 
stakeholder expectations, safety and reliability of supply are 
our highest priorities. 

Our risk assessment approach focuses on understanding the 
potential severity of failure events associated with each asset 
and the likelihood that the event will occur. Based on these 
two key inputs, the risk assessment and derived risk rating 
then guides the actions required to reduce or manage the risk 
to an acceptable level. 

Our risk management framework is based on:  

• AS/NZS ISO 31000 Risk Management – Principles and 
Guidelines;  

• AS 2885 Pipelines-Gas and Liquid Petroleum; and  

• AS/NZS 4645 Gas Distribution Network Management.  

The Gas Act 1997 and Gas Regulations 2012, through their incorporation of AS/NZS 4645 and the 
Work Health and Safety Act 2012, place a regulatory obligation and requirement on us to reduce 
risks rated high or extreme to low or negligible as soon as possible (immediately if extreme). If it 

 

 

Figure 3-2: Risk management principles 





AGN FINAL PLAN 2023/24-2027/28 
ATTACHMENT 8.2 OPEX BUSINESS CASES 

 

 

64 64 

• Reputation & Customer: The untreated risk is Moderate under the Risk Management 
Framework because there is a risk that at least once every two years we will exacerbate the 
disadvantage faced by our customers experiencing vulnerability and would experience a 
sustained deterioration in customer satisfaction.  

• People: The untreated risk is Minor under the Risk Management Framework because there is 
a risk that at least once every two years the exposure of our frontline staff to additional 
pressure and stress will contribute to higher levels of OH&S issues.  

• Finance: The untreated risk is Moderate under the Risk Management Framework because 
while unlikely, it is possible when certain circumstances prevail that the costs associated with 
resolving complaints involving our vulnerable customers and dealing with higher levels of 
OH&S issues could be in the order of $1 to $5 million. 

3.5 Options considered 

The following options have been identified to address the risks outlined above and to play our part 
in supporting our customers experiencing vulnerability: 

• Option 1 – Do not increase our expenditure to support our priority service customers 

• Option 2 – Implement all the vulnerable customer assistance measures  

• Option 3 – Implement only key initiatives 

The key difference between Option 2 and 3 is that Option 2 includes: 

• a Priority Service Manager role wholly resourced by AGN, rather shared with MGN; and  

• the development of a dedicated engagement program for CALD customers.  

3.5.1 Option 1 – Do nothing additional  

Under this option, none of the priority service customer assistance measures would be 
implemented. AGN would, however, still implement the following measures shown in Table 3-4, 
including: 

• working with community organisations, government agencies and retailers to develop and 
deliver advice on energy efficient usage;  

• training our frontline staff to engage with customers with empathy and sensitivity; and 

• establishing processes to enable priority service customers to submit meter-self reads should 
they prefer. 

These initiatives would be funded from our existing opex allowance. 

3.5.1.1 Cost assessment 

There would be no additional upfront costs associated with this option. There may, however, be a 
range of indirect costs associated with this option for both our customers and our people. For 
example, not developing a priority service register and introducing priority services for our 
customers experiencing vulnerability could:  

• inadvertently exacerbate the disadvantage faced by our customers experiencing vulnerability 
and therefore impose a cost on these customers; and/or 

• expose our frontline staff to additional pressure and stress, which could result give rise to a 
range of OH&S issues.  
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Together the measures in this option will improve the customer experience for our customers 
experiencing vulnerability and will also reduce the financial barriers that some vulnerable 
customers may face in terms of ensuring their appliances are operating in a safe and reliable 
manner.  

This option will also reduce the untreated risks associated with Reputation & Customer and 
Finance to low and the People risks to negligible, because it will reduce the risk that: 

• we inadvertently exacerbate the financial hardship, harm, detriment or disadvantage that our 
vulnerable customers face;  

• our frontline staff are exposed to additional pressure and stress, which could otherwise result 
in higher levels of OH&S issues; and 

• we have to pay compensation and/or incur other costs resolving complaints and dealing with 
higher levels of OH&S issues. 

This project will be delivered using a combination of internal and external resources, with internal 
resources used for the priority service program manage and lead roles, development of the 
priority service register, and the management of the appliance program, while external resources 
will be used to deliver the appliance and CALD communication. 

3.7.1 Why is the recommended option prudent? 

Option 3 is the most prudent option because it is:  

• the most cost-effective option that reduces risk to an acceptable level (i.e., from moderate to 
low): 

○ Option 1 would not mitigate any of the risks associated with the Reputation & Customers, 
People and Financial categories identified in section 1.4. 

○ Option 2 would also reduce the risk rating from moderate to low, but the costs of doing so 
are higher than they are under Option 3. Further, the incremental benefits associated with 
some of the additional measures in Option 2 (i.e., the appointment of a priority service 
manager solely for AGN (not shared with MGN) and the development targeted CALD 
engagement program) do not appear to be significant enough to justify the additional 
expenditure at this stage. While this could change in the future, it is prudent to focus on 
those measures that will deliver the greatest benefit to our vulnerable customers in the least 
cost manner.  

• consistent with our vision that we will deliver for customers and customer and stakeholder 
expectations that we will do more to improve the customer experience for our vulnerable 
customers and provide other support to these customers; and 

• deliverable, as evidenced by similar work that we have done to engage with our customers 
and work collaboratively with others to deliver aspects of the program. 

Option 3 also represents a measured approach to providing support to our customers 
experiencing vulnerability, with clear objectives that can be realised in the next AA period. This 
approach is also consistent with the Priority Service Program being implemented in our AGN SA 
network, and ensures we leverage the learnings from the program. The forecast cost of the 
program, when expressed on a total cost per customer per annum basis ($1.36 per annum) and is 
supported by strong customer sentiment.  

Finally, it is worth reiterating that we don’t intend to ‘go it alone’ on the measures described 
above. Rather, we intend to continue collaborating with community organisations, government 
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agencies and other parts of the energy supply chain to ensure the assistance we provide is best 
practice and appropriately targeted. 

3.7.2 Estimating efficient costs 

The forecast cost breakdown is shown in Table 3-19, while Table 3-20 explains the basis for the 
forecast costs. All the expenditure related to this project is opex. As Table 3-20 highlights, the 
internal labour costs have been based on the costs of hiring equivalent roles within AGIG and 
reflects the total cost (salary and on cost) of employing an FTE staff member.  

The external costs on the other hand (i.e., the costs of conducting gas safety checks, emergency 
appliance repairs, procuring and installing emergency heaters and cookers, CALD 
communications) are based on standard gas fitter rates and appliance costs as well as standard 
communication agency rates.  We have applied the standard unit rates based on historical and 
quoted costs, however in implementing the program we will conduct a competitive tender to lock 
in these rates. 
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• Prudent – The expenditure on the proposed Priority Service Program is necessary in order to 
support our vulnerable customers and reduce the untreated risks associated with the 
Reputation & Customers and Financial categories to low. The expenditure is also of a nature 
that a prudent service provider would incur, particularly given the growing awareness of the 
need to support vulnerable customers, as evidenced by the AER’s Draft Consumer Vulnerability 
Strategy, findings of the Financial Services Royal Commission, the CPRC’s work for the AER on 
consumer vulnerability and the Energy Charter. 

• Efficient – The measures forming part of the proposed Priority Service Program are the most 
practical and effective measures to support our customers experiencing vulnerability and to 
reduce the untreated risks from moderate to low. The proposed solution is also the most cost 
effective option. The expenditure is therefore of a nature that a prudent service provider 
acting efficiently would incur. 

• Consistent with accepted and good industry practice – Implementing the proposed 
Priority Service Program would be consistent with good industry practice, as highlighted by:  

○ a key element of the CPRC’s advice to the AER on regulatory approaches to consumer 
vulnerability, which is that:23  

“From a market-outcomes perspective, it is efficient and effective for regulators, government, 
community organisations and industry to prioritise early and pre-emptive interventions 
wherever possible, rather than focusing on ‘bottom of the cliff’ measures that wait for 
problems to emerge or become advanced.”  

○ the activities undertaken by gas and electricity networks in the UK to support their 
vulnerable customers, which are being encouraged by Ofgem; and 

○ the Energy Charter, which we are a signatory to and which was developed in collaboration 
with consumer and customer representatives, including Energy Consumers Australia, and 
has as one of the five key principles supporting customers in vulnerable circumstances. 

• To achieve the lowest sustainable cost of delivering pipeline services – The proposed 
Priority Service Program is necessary to provide the support our vulnerable customers require, 
which is in the long-term interests of all of our customers and our staff. Failure to implement 
this package could further exacerbate the vulnerability some of our customers face and give 
rise to a range of OH&S issues for our frontline staff. We may therefore incur additional costs 
over the longer term from not implementing the package. The project is therefore consistent 
with the objective of achieving the lowest sustainable cost of delivering services. 

NGR 74 

The forecast costs for the priority service program manager and lead roles, development of a priority 
register and management of the appliance program are based on internal labour costs. The costs 
of the appliance program are based on standard gas fitter rates and appliance costs. The costs of 
the CALD communication initiatives are based on pricing details and quotes provided by a reputable 
communication agency. The project options consider our vulnerable customer requirements, which 
have been informed by our stakeholder engagement process and the PSP Advisory Panel workshop 
conducted with participants with extensive experience in this area. The estimate has therefore been 
arrived at on a reasonable basis and represents the best estimate possible in the circumstances. 

NGL 

 
23 CPRC, Exploring regulatory approaches to consumer vulnerability – A report for the AER, February 2020, p. 8. 
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In addition to being consistent with rules 74 and 91, implementing a Priority Service Program will 
promote the long term interests of our customers, consistent with the NGO, because it will result 
in improvements to the quality, safety, reliability and security of supply to our vulnerable 
customers. 

Elements of the program (e.g. emergency appliance repairs) will also promote more efficient use 
of and, in turn, more efficient investment in the network. This is consistent with both the NGO 
and revenue and pricing principles in the NGL.24  

  

 
24 In particular, the principles set out in sections 24(3), (6) and (7).  
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Appendix A – Assumptions supporting proposed initiatives for 
Priority Service Customer Program 

A.1. Staffing requirements 

The FTE requirements for our Priority Service Program would be: 

• 0.5 FTE to manage the broader and strategic elements of the program across our Victorian 
networks. As we implement vulnerable customer initiatives, there will be a requirement to 
establish working relationships and programs with organisations that represent vulnerable 
customers.  These organisations deal directly with customers in vulnerable situations and by 
increasing awareness of the proposed initiatives, they can refer customers to us for assistance.  
This role will also allow co-design to better understand where our field activities impact 
customers.  This will provide us with insights and improvement opportunities where the 
maximum benefit to vulnerable customers can be actioned.  This role will also establish 
referral programs from our customer contact teams to supporting agencies.  Northern Gas 
Networks in the UK has built similar relationships with community service organisations across 
their geographic area.  When an employee or contractor identifies a customer in a potential 
vulnerable situation (normally during a site visit to their premise), they have a referral group 
they can offer to the customer. Examples may be financial hardship, physical disabilities or 
mental health issues. 

• 1 FTE to manage the operational elements of the program. This would involve initial design of 
the program, setting up a trade panel and negotiating supply and repair costs. They would be 
required to develop operating procedures and communicate internally and externally to ensure 
the program is directed to customer in vulnerable situations. This person would also run the 
program once implemented.  Activities in the operational phase would include screening 
applications and referrals, liaising with trade panel partners, works scheduling, auditing and 
reporting on program outcomes, customer feedback and process improvement 

A.2. Business as usual activities – customers facing 
vulnerability 

A number of activities to be implemented in the next AA period that are required to improve the 
support provided to customers in vulnerable situations will be undertaken by existing employees.  
These include: 

• Provision of training to office and field-based customer service employees and service 
providers (contractors) in areas of identification of vulnerable customers, initiatives available 
from AGN to support customers, referral organisations for the provision of targeted services. 

• Development of communication material targeted at providing advice on energy efficient 
research and improving energy literacy among priority service customers. 

• Development and implementation of process to allow priority service customers to submit 
meter-self reads should that be their preference. 

A.3. Proposed new services and initiatives for priority service 
customers 

Safety Checks 
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