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Northern Territory LPI growth

This report acts as an additional component to Access Economics’
13 December 2010 report for the Australian Energy Regulator. That report

focussed on LPI growth in Queensland and South Australia, while this report
covers the Northern Territory.

Note that since the 13 December 2010 report the ABS has released December

quarter 2010 LPI and AWE results. These results have been included in the
results below.

The outlook for the Northern Territory

While all the required conditions for a boom are in place — China and India are growing
rapidly, and the Northern territory is rich in the resources that these emerging economies
need — the Northern Territory’s economy is growing relatively slowly at the moment.

That is because Territory’s economy is ‘between projects’ — big construction works have

finished, and the new ones starting are smaller, limiting the potential for the Territory’s output
growth to turn upward.

The inflow of work that funded the likes of the Montara oil field, the GEMCO manganese
refinery and the development in and around Darwin’s waterfront is drawing to a close,
whereas the mega-projects which have been on the Territory’s development horizon

(including the Ichthys gas field, as well as a possible tripling of output at the Wickham Point
LNG plant) remain in the future rather than immediately on hand.

Chart 1: Northern Territory output and demand

% change on a year earlier

15

Forecast

10 I

-5

-10

Jun-86 Jun-90 Jun-94 Jun-98 Jun-02 Jun-06 Jun-10 Jun-14 Jun-18
State output — =Statefinal demand
Source: ABS, Access Economics’ macroeconomic model

That has left business investment as a share of the Territory’s economy dropping back down
to ‘only’ be in line with the national rate (a poor outcome for a resource economy amid a
resources boom), and it has left the Northern Territory’s construction sector easing back.
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That is important, because the contruction and mining sectors can have notably competitive
impacts on wage costs for the utilities sector.

Engineering activity is project-driven. Inpex’s proposal for a huge LNG processing facility in
Darwin has been raising hopes for some time, though it is still in the planning phase.

That project has the potential to be a game changer for the economic backdrop to wage-
setting if it goes ahead, yet it also has the potential to leave the NT ‘behind the curve’ of what
might have otherwise been expected if it does not go ahead or if it is substantially delayed
beyond the period the AER is interested in here.

The economic forecasts used to estimate future wage rates do not assume that
particular projects do or don’t go ahead. Rather, they assume a possibility that
a proportion of the possible projects (such as the Inpex project) go ahead in the
Northern Territory.

That is the appropriate approach — it takes a ‘best estimate’. That said, once
these projects are either confirmed (or cancelled) their impact on wage rates
would become fully factored in.

Projects underway in the Territory include the Montara oil field, with work winding down from
here through to late 2011 amid some delays, while construction on a new condensate
processing facility at the East Arm Port is now wrapping up. Projects in planning include
Methanol Australia’s proposed $1.3 billion Timor Sea LNG project, while environmental
approvals have been granted for the $1.2 billion Tassie shoal methanol project. Meanwhile,
Arafura Resources is planning to spend $1.1 billion on the Nolans Bore rare earth project
north of Alice Springs.

Commercial construction activity got a boost from Federal Government stimulus spending,
but that is now winding back. Other projects underway include the Darwin waterfront
development which remains under construction, while infrastructure upgrades to the Alice
Springs and Royal Darwin hospitals worth $72 million and $53 million respectively are due to
be completed in 2012. Meanwhile, work on four new sports facilities in Palmerston will begin
shortly at a cost of $33 million.

Overall LPI growth in the Northern Territory

While the Territory’s economy is yet to take off in response to the second resources boom,
local LPI trends have continue to outpace the national rate — reflecting the lingering impact in
EBAs and other wage outcomes from the work underway from the previous round of
projects.

Chart 2 shows how the recent strength in wage outcomes is projected to help keep LPI
growth rates above the national average for the short term, before the current ‘hole’ in
construction sees some moderation in growth. The longer term foresees a stronger rate of
LPI growth in the Territory due to what is expected to be its economic strength over time.
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Chart 2: LPI growth in the Northern Territory and A
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Note that the ABS numbers for the Territory are subject to lack of availability
and considerable volatility. No LPI series are produced for NT industries (some
were previously released — but none of the ones of interest here), and utilities
AWE/AWOTE is not produced for the NT either.

As a result, Deloitte Access Economics’ NT LPI figures for utilities are imputed

rates based on national and wider State trends. NT figures for the other
industries are based on recorded relative AWOTE/AWE trends.
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Chart 3: Northern Territory utilities forecast comp
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Chart 3 shows that, as with the national forecast for the utilities sector, Northern Territory
utilities LPI growth is anticipated to remain broadly ahead of general growth for the next
three years. Beyond that period Northern Territory utilities LPI growth may tend to lag
behind broader measures as the current round of the mining boom begins to ease, reducing
its impact on the construction sector at much the same time.
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Summary results

Summary results for Territory LPI growth rates are shown in the tables below.

Table 1: Territory LPI forecasts
Financial year changes in Northern Territory nominal Labour Price aggregates

Annual % change 2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18
All industries 4.5 3.4 39 3.8 4.6 4.8 4.6 4.1 4.2 4.2
Utilities 5.8 5.3 4.6 4.6 4.7 4.6 4.3 3.8 3.9 3.9
Mining 5.9 4.0 4.4 4.4 4.7 5.1 4.9 4.2 4.1 4.3
Construction 5.4 1.9 33 4.7 5.1 4.9 4.9 4.1 3.7 3.9
Administration services 4.4 2.8 4.1 3.1 3.7 4.0 3.8 3.5 3.8 3.8

Financial year changes in Northern Territory real Labour Price aggregates

Annual % change 2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18
All industries 1.4 0.4 1.1 0.9 1.8 2.1 1.8 13 1.8 1.8
Utilities 2.6 2.3 1.7 1.6 1.9 2.0 1.5 0.9 1.6 15
Mining 2.7 11 1.6 1.4 1.9 2.4 2.1 14 1.8 1.9
Construction 2.2 -1.0 0.5 1.8 2.3 2.3 2.0 13 1.4 15
Administration services 1.3 -0.1 1.3 0.2 0.9 1.4 1.0 0.7 1.4 1.4

Financial year changes in Northern Territory nominal productivity adjusted Labour Price aggregates

Annual % change 2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18
All industries 7.3 4.4 2.5 1.7 2.3 2.7 1.7 0.8 1.0 13
Utilities 7.2 3.9 4.6 2.7 2.6 2.7 2.0 14 1.9 2.4
Mining 8.5 3.2 4.6 2.5 2.6 3.1 2.8 2.1 2.4 2.8
Construction 6.1 1.0 2.2 3.7 3.4 3.2 23 1.9 2.4 2.5
Administration services 5.6 3.4 3.4 1.6 1.6 2.0 1.5 1.1 1.7 2.1

Financial year changes in Northern Territory real productivity adjusted Labour Price aggregates

Annual % change 2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18
All industries 4.0 14 -0.3 -1.2 -0.5 0.1 -1.1 -1.9 -1.3 -1.0
Utilities 4.0 1.0 1.7 -0.2 -0.1 0.1 -0.8 -1.4 -0.4 0.0
Mining 5.3 0.3 1.8 -0.4 -0.1 0.5 0.0 -0.7 0.1 0.5
Construction 2.9 -1.9 -0.6 0.8 0.6 0.6 -0.4 -0.9 0.1 0.2
Administration services 2.5 0.5 0.6 -1.2 -1.2 -0.6 -1.3 -1.7 -0.6 -0.2

Table 2: Summary results — comparative utilities se  ctor movements
Financial year changes in nominal utilities sector LPI
Annual % change 2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18
National 4.4 4.5 4.3 4.5 4.7 4.6 4.2 3.6 3.6 3.6
Northern Territory 5.8 5.3 4.6 4.6 4.7 4.6 4.3 3.8 3.9 3.9




Limitation of our work

This report is prepared solely for the use of the Australia Energy Regulator. This report is not intended to and
should not be used or relied upon by anyone else and we accept no duty of care to any other person or entity.
The report has been prepared for the purpose set out in your contract variation F11060 dated 2 March 2011.
These results may be publicly attributed to Deloitte Access Economics, but you should not refer to or use our
name or the advice for any other purpose.



Our Signals

Recruit and retain the best — our people are talented, enthusiastic, self-starters, team players who are bursting
with potential. They are people with whom we have a lifetime association.

Talk straight — when we talk, it's open, regular, honest, constructive two-way communication between our
people and our clients.

Empower and trust — we encourage a sense of ownership and pride by giving responsibility and delegating
authority.

Continuously grow and improve —  we have an environment that respects the individual, rewards
achievements, welcomes change and encourages a lifetime of learning — with ourselves and our clients.

Aim to be famous — we aim to reach for the stars — and beyond. To be thought leaders, showcasing our clients
and our team'’s talent and expertise.

Play to win-think globally —  winning is our stated objective. It is also our state of mind.

Have fun and celebrate — there is never a wrong time to celebrate and have fun — recognising, appreciating,
acknowledging and learning from the experiences and success shared between our client and Deloitte teams.

Our culture — our essence

Culture at Deloitte does not just happen — we work at it.

It's the sum total of the actions of our people, it's the way we treat others — it's the way we behave. Our seven
Signals embody these values. Our passion for teamwork and exceptional client service is our point of difference.

At Deloitte, we live and breathe our culture.

Our internationally experienced professionals strive to deliver seamless, consistent services wherever our clients
operate. Our mission is to help our clients and our people excel.

Recent awards and achievements

e Awarded the Accountancy Firm of the Year - CFO Awards 2008 for the second time in three years
e The largest, independent management consulting capability in Australia with over 630 people

e Recognised for its innovative approach to managing growth in McKinsey’s international organisational study
The Granularity of Growth as a full-chapter case study

e Tier one ranking as one of the best tax firms in Australia by the International Tax Review in its World Tax
2009 report

e The largest Forensic practice in the Asia Pacific region and a nationally integrated Corporate Finance
business of more than 250 professionals, active in takeovers, acquisitions, divestments and initial public
offerings

A RIisk Services practice nominated by industry analyst Forrester Research as the global leader in both Risk
Consulting Services (Q2 2007) and Security Consulting (Q3 2007)

» Corporate Reorganisation Services ranked the number one non-investment bank financial advisers globally
by The Deal for nine consecutive quarters (to Q4 2007)

* Recognised in 2008 as an Employer of Choice for Women for the seventh year in a row as well as winning
the prestigious award for the Leading Organisation for the Advancement of Women by the Federal
Government’s Equal Opportunity for Women in the Workplace Agency (EOWA)
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