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Setting the scene in SA

prices in the NEM,
ed that power prices

Isers have shown >50%

ubling over 10 years since
s a 50% increase in five years)

Isis has caused many businesses to
everely to remain viable

edes large power users will be hit by the
’RS and xRET

Inuing pressure on power costs has flagged
ns by many large power users
0SS has recently issued a cost of living report indicating

the lowest income quintile of small users SA are already having
trouble paying energy costs as electricity spend is 8% of income

electricity spend for the lowest income quintile in SA is >40%
more than the average

SA electricity spend by small users

IS the second highest in Australia
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oe 2.47% pa for the
t five years has

e past years has averaged
nas averaged 2.9%

ars ESIPC has forecast consumption
Yo pa and peak demand growth of 2.6%
ates higher growth in demand of >3% pa

, the ESIPC forecast growths for the next
are less than the last period and growth
casts are relatively flat

~ This growth in electricity usage assumes that large
businesses in SA will continue their operations
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ETSA revenue claim
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ETSA Reven

ASe In revenue

this means that costs
 from $39/MWh by about 8%
4/MWh In real terms

he X factor needs to be -10% for
Xt period ie delivering real increases
allowing for the Q adjustment pay back

on, it points out that consumers want better
)ut at what cost? The SACoSS cost of living
eems to disagree with ETSA

ainly the AER have granted large revenue increases
0 every electricity network (transmission and
distribution) that they have reviewed compared to the
changes the ACCC and jurisdictional regulators allowed

The increases are much more than governments
allowed their vertically owned electricity utilities when
they directly controlled these

JEICsses



3/09 to 09/10

ed the TNSP an increase in revenue of
veen 08/09 to 09/10, but a DNSP passed
Jh an increase of 26.2%

e AER should have better assessed the pricing
approaches and models in the final determination

The businesses affected have to carry this cost while

their revenues are flat or falling
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Benchmakine epeEX

Figure 7.3: Comparative analysis of operating expenditure versus size (from Wilson Cook £ Co)

450
Energy Australia
= 400 +
&
=
HE -
E Ergain ™ Enorg
Intagral Enargy o ﬂ,.-ll"
3 -
: e
&% -"*"#
8 r...--"' Powarcar
.E" ‘_,..-"" i # ETS8 Udlicas
g T 4 SDAuse
Unfued Endrgy
100,000 150,000 200,000
Siza (CLD)

ENERGY CONSUMERS COALITION OF $A



Points of interest In relation

in the same
y from ESCoSA
under-used the opex

matches the year ETSA knew the
chmark opex

arge increase in opex for 09/10 but this
50 it should be discarded

2nchmark year opex being inflated compared to
ars, there is still a massive 34% step increase in opex
1 by annual increases of another 6% pa

A provides some benchmarking data indicating it is in the low
pex range but the chart is now skewed by the high opex granted

In NSW
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Stated! causes; oI OpPeExae Wil

distribution network; Legal
/ernment policy; The natural
orofile of ETSA Utilities’

J economic conditions.

etwork growth: growth in the size of
twork; Work volume: changes in the

ital and maintenance work taking place on the
/orkforce size: changes in the size of the

e, and Customer growth: growth in customer

~ Input cost escalation - increase for cost increases due to
the economic environment

Compare these to the pressures on business in a
competitive environment to actually reduce its unit costs

despite these various factors



Chiange i capextoresuine
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Points of interest 1n relation

ual and sought in the
TSA application

ome difficulty from ESCoSA
oplications

ETSA has about matched or just
allowance

apex neatly matches the year ETSA knew
et for its benchmark opex

orecast a large increase in capex for 09/10 but this
 tested so it should be discarded

e the benchmark year opex being inflated compared to
2VIous years, there is still a massive 140% step increase in
apex followed by increases of another 10-20% above this
value in the following years

ETSA provides some observations pointing out that it needs
such a large capex program to meet growth and replacement
needs and comments that their capex is much less than EA

e
ENERGY CONSUMERS COALITION OF $A



Stated calSesHoRCERE
INCreases iR clidERiNIcSE

average of $168m

d, regulatory obligations,

pa in current period but expected to
S 15% of the capex increase embedded in

y growth — 40% of capex increase
y, security, reliability — 33% of capex increase
safety/environmental requirements — 10% of capex

ng the increases in staffing, capex — 10% of capex

hese raise a fundamental question — are they really step
Increases? — the numbers do not support

such a view



The Impact el a0 eurasSSErS

t needs to spend
aged assets due to

operated the network for ~70

ere was adequate reliability but
uch lower electricity costs and

)ds of massive expansion

at modern DNSPs are less able to manage
ability/service/cost balance than the supposedly
competent government entity?

y do assets have to be replaced at the end of
notional economic life when they can operate reliably
for many years longer?

We see that this might result in gold plating and over

nvestment



The drvers ot PDINSPARIil

>0st basis
0 them

P attached to
ofit attached to it and

tandards has a profit element
rce of profit

profit comes from the WACC which

a DNSP is actively incentivised to increase

ot value of the network for two reasons

0 increase its profits through the WACC on a larger asset base
~ To justify a larger opex to manage the greater amount of assets

and this is what ETSA has effectively detailed in its application
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ECCSA Conclusions

and capex, yet the
1t of the increases

6o in real terms and
se yearly

benchmark

>A only just spent its allowances in
der-spending in the early years

peen inflated for expected cost input
et the real cost increases are expected to
e current period

>asts don’t support the argument to increase the
e opex

are the justifying step changes to warrant the increases?

consumers withstand such increases in the current
onomic climate?

If large consumers get off the networks due to large cost
Increases, who will pay the revenue allowed but lost?

And there are a number of companies in SA already considering



