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1. INTROPLCTION

1.1 THE PUBLIC INTEREST APVOCACY CENTRE

THE PUBLIC INTEREST ADVOCACY CENTRE (PIAC) 1S AN INDEPENDENT, NON-
PROFIT LAW AND POLICY ORGANISATION THAT WORKS FOR A FAIR, JUST AND
DEMOCRATIC SOCIETY, EMPOWERING CITIZENS, CONSLMERS AND COMMLUNITIES
BY TAKING STRATEGIC ACTION ON PUBLIC INTEREST ISSUES.

PIAC IDENTIFIES PLUBLIC INTEREST ISSUES AND, WHERE POSSIBLE AND
APPROPRIATE, WORKS CO-OPERATIVELY WITH OTHER ORGANISATIONS TO
ADVOCATE FOR INDIVIDUALS AND GROLUPS AFFECTED. PIAC SEEKS TO:

e EXPOSE AND REDRESS LNJUST OR LINSAFE PRACTICES, DEFICIENT LAWS OR
POLICIEST

o PROMOTE ACCOUNTABLE, TRANSPARENT AND RESPONSIVE GOVERNMENT;

e ENCOURAGE, INFLUENCE AND INFORM PUBLIC DEBATE ON ISSUES
AFFECTING LEGAL AND DEMOCRATIC RIGHTS?

e PROMOTE THE DPEVELOPMENT OF LAW THAT REFLECTS THE PUBLIC INTEREST/

e DEVELOP AND ASSIST COMMUNITY ORGANISATIONS WITH A PUBLIC INTEREST
FOCUS TO PURSUE THE INTERESTS OF THE COMMLUNITIES THEY REPRESENT/

e DEVELOP MODELS TO RESPOND TO LUNMET LEGAL NEED; AND

e  MAINTAIN AN EFFECTIVE AND SUSTAINABLE ORGANISATION.

ESTABLISHED IN JULY 1982 AS AN INITIATIVE OF THE (THEN) LAW FOLINDATION
OF NEW SOLITH WALES, WITH SLUPPORT FROM THE (THEN) NSw LEGAL AID
COMMISSION, PIAC WAS THE FIRST, AND REMAINS THE ONLY BROADLY BASED,
PUBLIC INTEREST LEGAL CENTRE IN ALUSTRALIA. FINANCIAL SLUPPORT FOR PIAC
COMES PRIMARILY FROM THE NSW PLBLIC PURPOSE FUND AND THE
COMMONWEALTH AND STATE COMMLUNITY LEGAL SERVICES PROGRAM. PIAC
ALSO RECEIVES FUNDING FROM INDUSTRY AND INVESTMENT NSW FOR ITS WORK
ON ENERGY AND WATER, AND FROM ALLENS ARTHUR ROBINSON FOR ITS
INDIGENOUS JUSTICE PROGRAM. PIAC ALSO GENERATES INCOME FROM
PROJECT AND CASE GRANTS, SEMINARS, CONSLILTANCY FEES, DONATIONS AND
RECOVERY OF COSTS IN LEGAL ACTIONS.

1.2 ENERGY + WATER CONSUMERS' ADVOCACY
PROGRAM (EWCAP)

THIS PROGRAM WAS ESTABLISHED AT PIAC AS THE UTILITIES CONSLMERS/
ADVOCACLY PROGRAM IN 1998 WITH NSW GOVERNMENT FLNDING. THE AIM OF THE
PROGRAM 1S TO DEVELOP POLICY AND ADVOCATE IN THE INTERESTS OF LOW-
INCOME AND OTHER RESIDENTIAL CONSULMERS IN THE NSW ENERGY AND WATER
MARKETS. PIAC RECEIVES POLICY INPUT TO THE PROGRAM FROM A COMMLUNITY-
BASED REFERENCE GROUP WHOSE MEMBERS INCLUDE:

COLINCIL OF 8OCIAL SERVICE OF Nsw (NCOsS)r

COMBINED PENSIONERS AND SLIPERANNLIANTS ASSOCIATION OF Nsw (cPsA)r
PARK AND VILLAGE SERVICE;

ETHNIC COMMUNITIES COUNCIL NSW7

RURAL AND REMOTE CONSLIMERS



. %NST)ITIATE OF SUSTAINABLE FUTURES (ISF), UNIVERSITY OF TECHNOLOGY
UTS)7
WESTERN SYDNEY COMMUNITY FORUM (WSCF)7 AND
NATIONAL SENIORS.

2. THE CURRENT INUIRY

PIAC WELCOMES THE OPPORTUNITY TO RESPOND TO THE AUSTRALIAN ENERGY
REGULATOR (AER) DRAFT DECISION ON JEMENA GAS NETWORK LTD'S (JEMENA)
ACCESS ARRANGEMENTS PROPOSAL FOR THE PERIOD 1 JULY 2010 TO 30
JUNE 2015. PIAC DID NOT MAKE A SUBMISSION ON JEMENA'S PROPOSAL
SUBMITTED TO THE AER IN ALIGUST 2009.

UPON REVIEWING THE ORIGINAL PROPOSAL SLBMITTED BY JEMENA, THE AER
DRAFT DECISION, AND THE REVISED PROPOSAL SUBMITTED BY JEMENA, PIAC
COMMENTS, IN THIS SUBMISSION, ON THE FOLLOWING ISSUES:

e THE IMPACT OF THE ACCESS ARRANGEMENT PROPOSAL ON RETAIL
CUSTOMERS.

e FORECAST CAPITAL EXPENDITURE.
e ESTIMATE ANNUAL REVENLE REQUIREMENTS.

3. IMFPACT OF ACCESS ARRANGEMENT
PROPOSAL ON KETAIL CUSTOMERS

THE AER HAS PLBLICLY STATED THAT THE IMPLICATIONS OF THE DRAFT DECISION
WILL BE TO INCREASE GAS BILLS FOR RETAIL CUSTOMERS IN NSW AS AT 1 JuLY
2010. THE AER ESTIMATES THAT THE BILL FOR THE AVERAGE CUSTOMER USING
23 GJ PER ANNLIM IS LIKELY TO INCREASE BY ABOUT 419 TO $64O PER ANNLM
AS AT 1 JuLY 2010.*

WHILE THIS ASSESSMENT APPEARS ON THE AER WEBSITE, THIS INFORMATION
DOES NOT APPEAR IN THE AER DRAFT DETERMINATION. PIAC IS OF THE VIEW
THAT SUCH INFORMATION 1S CRUCIAL TO ENABLE ENERGY CONSLUMERS TO
PARTICIPATE MEANINGFLULLY IN THE DETERMINATION PROCESSES. IN ADDITION,
PIAC SUBMITS THAT THROUGHOUT THE DRAFT DETERMINATION, IT IS IMPORTANT
THAT THE IMPLICATIONS FOR RETAIL CONSUMERS OF AER DETERMINATIONS ON
ASPECTS OF THE PROPOSAL, INCLUDING FORECAST CAPITAL EXPENDITURE,
FORECAST OPERATING EXPENDITURE AND ANNUAL REVENUE REQUIREMENTS,
ARE CLEARLY DETAILED IN THE DETERMINATION.

PIAC IS CONCERNED THAT JEMENA'S REVISED PROPOSAL WILL, IF ACCEPTED BY
THE AER, RESULT IN A SIGNIFICANT INCREASE IN GAS BILLS FOR RETAIL
CUSTOMERS IN NSW. THE INCREASE WILL BE MUCH HIGHER THAN ESTIMATED BY
THE AER IN ITS DRAFT DETERMINATION (IE, AN INCREASE OF APPROXIMATELY
$19 TO $640O).

PIAC 1S CONCERNED ABOUT THE SUDDEN IMPACT OF SUCH AN INCREASE ON
LOW-INCOME HOUSEHOLDS, PARTICULARLY THOSE HOUSEHOLDS WITH LITTLE

: AUSTRALIAN ENERGY REGULATOR, ACCESS ARRANGEMENT PRAFT PECISION:
JEMENA’S NSW GAS NETWORKS (2010)
<HTTP://WWW.AER.GOV.AL/CONTENT/INDEX.PHTML/ITEMID/734223> AT 30 MARCH
2010.
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DISCRETIONARY SPENDING AND LITTLE ABILITY TO ABSORB THIS RISE IN
HOUSEHOLD COSTS PARTICULARLY IN LIGHT OF OTHER SIGNIFICANT UTILITY PRICE
INCREASES ALREADY IMPLEMENTED AND AFFECTING HOUSEHOLD CONSLIMERS.

4. FORECAST CAPITAL EXPENPITURE

IN ITS DRAFT DETERMINATION, THE AER INDICATED THAT IT DID NOT CONSIDER
THAT JEMENA'S PROPOSED FORECAST CAPITAL EXPENDITURE REPRESENTED
CAPITAL EXPENDITURE THAT WOLLD BE INCURRED BY A PRUDENT SERVICE
PROVIDER ACTING EFFICIENTLY. IN ADDITION, THE AER CONSIDERED THAT THE
FORECAST CAPITAL EXPENDITURE DID NOT REPRESENT THE BEST FORECASTS
POSSIBLE IN THE CIRCUMSTANCES.?

THE REVISED FORECAST CAPITAL EXPENDITURE FORECASTS FROM JEMENA
INCLUDE HIGHER ALLOCATION OF FORECAST CAPITAL EXPENDITURE IN THE
LATER YEARS OF THE ACCESS ARRANGEMENT PERIOD, WITH A SLIGHTLY LOWER
FORECAST CAPITAL EXPENDITURE IN THE FIRST YEAR. HOWEVER, JEMENA'S
REVISED TOTAL FORECAST CAPITAL EXPENDITLURE FOR THE ENTIRE ACCESS
ARRANGEMENT PERIOD 1S HIGHER THAN WAS ORIGINALLY PROPOSED IN ALUGLST
2009 (SEE TABLE 1).°

PIAC NOTES WITH CONCERN THE DISPARITY BETWEEN THE FORECAST CAPITAL
EXPENDITURE DETAILED IN THE AER DRAFT DECISION, AND THE REVISED
PROPOSAL FROM JEMENA IN MARCH 2009.

THE ENERGY USERS ASSOCIATION HAS PREVIOUSLY NOTED THAT THE ORIGINALLY
PROPOSED LARGE INCREASE IN FORECAST CAPITAL EXPENDITURE LARGELY
CONTRIBUTED TO THE SIGNIFICANT INCREASE IN REVENLIE OF 18% FOR THE
ACCESS ARRANGEMENT PERIOD." THE REVISED FORECASTS FOR CAPITAL
EXPENDITURE PROVIDED BY JEMENA REPRESENT A REJECTION OF THE AER
DRAFT DECISION IN RELATION TO FORECAST CAPITAL EXPENDITURE, AND
REPRESENT A FLURTHER INCREASE FROM WHAT WAS ORIGINALLY PROPOSED.

PIAC IS CONCERNED THAT THE REVISED PROPOSAL FROM JEMENA WILL RESULT
IN A SLUBSTANTIAL INCREASE IN GAS BILLS FOR RETAIL CUSTOMERS, BEYOND
THAT WHICH WAS ESTIMATED BY THE AER FOLLOWING ITS DRAFT DECISION, IE, AN
INCREASE OF APPROXIMATELY $19 TO $64O.

TABLE 1: JEMENA FORECAST CAPITAL EXPENDITLURE ($MILLIONS)

TOTAL 2010- | 2011~ | 2012- | 2013~ | 2014~ | TOTAL
FORECAST a1 az as a4 as
CAPITAL
EXPENDCITURE
JEMENA 173.1 167.1 167.8 181.0 196.2 885.2
ALGLST 2009

2 AUSTRALIAN ENERGY REGULATOR, DRAFT DECISION - PUBLIC JEMENA ACCESS
ARRANGEMENT PROPOSAL FOR THE NsW GAS NETWORKS 1 JULY 2010-30 JUNE
2015 (2010) 66.

3 (JEMEBIA GAS NETWORKS (NSW) LTD, INITIAL RESPONSE TO THE PRAFT DPECISION

2010) 52.
4 ENERGY LUSERS ASSOCIATION OF AUSTRALIA, SLUBMISSION TO THE AER (2009) 3.
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SLUBMISSION

AER PKRAFT 110.6 114.1 114.0 119.9 117.3 575.9
PECISION

JEMENA 166.2 | 169.8 | 165.5 187.7 | 201.8 | 891.0
MARCH 2009
RESPONSE

5. ESTIMATION OF ANNUAL REVENLE
REQLIKEMENTS

IN ITS DRAFT DETERMINATION, THE AER DID NOT APPROVE THE ESTIMATES OF
TOTAL REVENUE FOR EACH REGLLATORY YEAR OF THE ACCESS ARRANGEMENT
PERIOD PROPOSED BY JEMENA AND REQUIRED SPECIFIED AMENDMENTS.® IN
ITS RESPONSE, JEMENA HAS REVISED THE ESTIMATES OF TOTAL REVENLE.
HOWEVER, THE REVISED ESTIMATES ARE STILL SIGNIFICANTLY HIGHER THAN
T;-{?SE REQUIRED BY THE AER IN ITS DRAFT DECISION (AS DETAILED IN TABLE
2).

PIAC IS CONCERNED THAT THE REVISED TOTAL REVENUE ESTIMATES FROM

JEMENA WILL RESULT IN A SIGNIFICANT INCREASE IN GAS BILLS FOR RETAIL
CUSTOMERS.

TABLE 2: JEMENA REVENLIE REQLIREMENT ($MILLIONS)

REVENLIE REQUIREMENT | 2010~ | 2011~ | 2012~ | 2013~ | 2014~
a1 1z as 14 s

JEMENA REVENLE u66.81 | U86.87 | 510.95 | 529.86 | 553.51
REQUIREMENT IN
ORIGINAL PROPOSAL

AER PRAFT PECISION ON 390.0 | 4OO.U4 | H4O9.7 | 417.0 | u26.1
JEMENA ANNLAL
REVENLIERREUIREMENTS

JEMENA RESPONSE TO Huy.O7 | 463.69 | U82.83 | 504.15 | 529.29
AER PRAFT PECISION

6. CONCLUSION

ENERGY CONSLIMERS IN NSW HAVE EXPERIENCED, AND WILL CONTINLE TO FACE,
SIGNIFICANT INCREASES IN THE BASIC COST OF LIVING THROUGH THE USE OF

s AUSTRALIAN ENERGY REGULATOR, ABOVE N 2, 229-30.
6 JEMENA GAS NETWORKS (NSW) LTD, ABOVE N 3, 194.
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UTILITIES, AS A RESULT OF THE SUBSTANTIAL REFORM OF UTILITY INDUSTRIES IN
NSW. THE BIGGEST AND MOST DELETERIOUS EFFECTS OF THESE INCREASES
ARE FELT BY LOW-INCOME AND VULNERABLE HOUSEHOLDS BECAUSE OF THEIR
LIMITED DISCRETIONARY SPENDING, WHICH WILL BE FURTHER DIMINISHED BY
OTHER ANTICIPATED INCREASES IN ENERGY BILLS. THESE HOUSEHOLDS ARE
MOST AT RISK OF REDUCED AND DISCONNECTED ACCESS TO BASIC SERVICES
SUCH AS GAS AND ELECTRICITY, AS A RESULT OF THESE INCREASES. 1T IS
THEREFORE IMPORTANT THAT THE AER ENSURES THAT ITS FINAL DETERMINATION
RESULTS IN THE SMALLEST POSSIBLE INCREASE TO HOUSEHOLD GAS PRICES.

THE REVISED PROPOSAL FROM JEMENA, IF ACCEPTED BY THE AER, WOLLD
RESULT IN SIGNIFICANT INCREASES TO HOUSEHOLD GAS BILLS. IT IS IN THE
INTEREST OF LOW-INCOME AND VULNERABLE HOUSEHOLDS THAT THE AER
CONSIDER THE IMPACTS OF INCREASED COSTS AS IT ASSESSES THE REVISED
PROPOSAL. PIAC STRONGLY RECOMMENDS THAT THE FORECAST CAPITAL
EXPENDITURE AND REVENUE REQUIREMENTS PROPOSED BY JEMENA BE
RIGOROUSLY ASSESSED TO ENSLIRE THAT THEY ARE EFFICIENT AND
ABSOLUTELY NECESSARY.

PIAC ALSO STRONGLY RECOMMENDS THAT THE IMPLICATIONS FOR RETAIL
CONSULMERS OF THE AER FINAL DECISION ARE CLEARLY DETAILED IN THE
DECISION, AND IN ALL INFORMATION PUBLICLY RELEASED BY THE AER
REGARDING THE FINAL DECISION. MOREOVER, PIAC RECOMMENDS THAT THE
IMPACTS ON RETAIL CLUSTOMERS OF DECISIONS MADE REGARDING FORECAST
CAPITAL EXPENDITURE AND REVENLIEE REQUIREMENTS BE CLEARLY OUTLINED IN
THE FINAL DECISION.
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