Jemena Gas Tariffs Customer Forum
Stage 2
Workshop 1

Thursday 9 November
5.30pm-6.30pm




Acknowledgement of Country

We acknow
Owners of t

edge the Traditional
ne lands upon which we

operate anc

recognise their continuing

connection to land, waters, and

culture.

We pay our

respects to their Elders

past, present, and emerging.

Pictured: artwork

by Aboriginal artist Chern’ee Sutton

from Mount Isa for our Group’s Reflect Reconciliation

Action Plan




Purpose and process

To take a deeper dive into tariff options developed using feedback you've already provided.

Homework 02

Ways of working Developing

Recap questioning the Trust

Overview of options Brains Trust
How to use the
Brains Trust

9 November Due 20 November 22 November

Your guides

J
\ ! ’

Rachel Fox Ken Fullerton
Facilitator Project and technical support

Quizzing the Brains

What are we looking Providing feedback
for in the tariff on the tariffs
options?

Due w/c 27 Nov 6 December

Workshops will be recorded
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Guide to using Mural

Click on the numbers to zoom
into the instructions for each

activity

Click to add in a picture, icon,
shape or a sticky note!

1 Sandpit

2 Ways of working

Ways at Working

I :':""'m e How did you find the stage 1 process? % 3 Recap e

To add a stick note, double click e & s BRRRERR | « Oomions and Questions.

then type and resize. T m
%
o | s
: L B
To zoom in and out, ‘pinch’ on _
the track pad or ‘scroll’ on your L =
mouse. s :
Click and drag to move around the

B board

To move around, right click
mouse and drag, or swipe the
track pad.

You are a visitor







Rose, Bud, Thorn

What was good, motivating, What was bad, frustrating, What ideas do you have?

exciting, or otherwise or otherwise negative? What has potential?
positive?
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Your background reading

What you told ws
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Key concept — price vS. kst ”
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Price vs. Revenue cap

Let’'s say you know
that 5 of your friends
want to move
overseas after two
years...

With this information,
how would you
negotiate the terms of
the contract?

As a tenant, would you
write in the contract that
the landlord is only allowed
to charge each tenant
$1,000 for the next 5
years, regardless of how
many people end up
staying in the house?

As a landlord, how would you protect
yourself against tenants leaving? You
could state that if tenants start leaving
the house, the rent of the remaining
tenants would increase. E.qg. if 5 friends
leave halfway through, then the
remaining 5 friends would have to pay
double the rent.




Recap of declining, flat and inclining block tariffs

Declining block tariff

\ * Most gas networks use this structure right now.
I I « The more you use the network, the less it costs (unit cost).
[] * There are two broad categories — demand tariffs (Large Industrial consuming >10TJ

per annum) and volume tariffs (Residential and small commercial customers).
« Examples given in the paper are from Jemena in NSW and AGN in Murray Valley

(Victoria).

Flat tariff

=l * Less complex, customers pay a steady or flat unit rate.
« Small volume customers pay less.
- Large customers are generally worse off compared to declining block tariffs.

Inclining block tariff

/ « The more you use gas, the higher the unit cost.
I « Best option for smaller volume customers.

O « Large customers are still worse off.

* Incentive to use less gas.

Source: P 21, Australian Energy Regulators’ Issues Paper — tariff variation mechanism report online here.

12


https://www.aer.gov.au/communication/aer-releases-issues-paper-on-gas-distribution-network-tariffs

Pricing principles

=2 D @ I &

Cost reflectivity: using the relevant laws here to observe cost reflective prices

Price stability: minimising large tariff increases to help customers manage

bills Iin future

Simplicity: understandable, minimising transaction costs and applicability of

overseas pricing structures
Revenue adequacy: efficient cost recovery

Fairness /equity: usage cost is according to costs of the network and

covering equity considerations like cost of living pressures.

il
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What have customers told us?

How should Jemena share the risk of an
uncertain customer base?

Jemena Gas Networks
and customers should

Jemena Gas Networks
should bear the risk

Should JGN continue to price gas so that the
more gas people use, the cheaper (unit cost) it
becomes?

Affordability needs to

~50%

share the risk

~50%

Jemena is a profit-based
company and has the
expertise for analysis and
business forecasting.
Further, customers face
cost-of-living pressures.

Amidst the uncertainty
surrounding net zero and
the future customer base,
it's appropriate to share
risk. Further, it’s typical
that risk is priced into the
cost of goods and
services.

be prioritised

JGN and customers should share the

risk of customers leaving the network

We need to consider the
environment, but at the
same time ensure fairness
for smaller households
that still consume gas.
Affordability and the
environment should be
considered together.

Declining block tariffs are not
appropriate in addressing
environmental concerns

Consideration needs to
be given to households
that still rely on gas,
and affordability for
everyone. Government
policy should give
clearer direction.

I Fairness is important for
smaller gas consumers




Early thinking: Looking after households as
they transition

What are we proposing now?

Separate out Household
customers and Medium to
Large Commercial customers.

n 0

What can we do later?

* Develop a different
set of tariffs for

Household customers

and
Small Commercial
customers.

* Adjust fixed vs.
variable pricing

How does this align with your feedback?

Affordability and Equity

To improve cost reflectivity, we are considering
splitting out medium-volume market customers
as a separate tariff category. This will allow us
to develop more cost-reflective tariffs for this
category of customers and reduce the number
of tariff blocks.

Over time, the cost drivers for each customer
segment will change and evolve.

Combine price cap and revenue
cap (“Combination cap”).

P

Depending on market
developments (such as

the pace of electrification

and renewable gas), we
could further adjust the
Combination cap.

Sharing of demand risk

« With the Combination cap, JGN will absorb
loss of revenues (up to a point) if customers
depart the network.

* On the flip side, any unexpected gains due
to a surge in customers won’t result in
windfalls for JGN.

Streamline declining block

tariffs.
Jl

Depending on
consumption patterns,
we could further flatten
tariffs and/or incline
tariffs.

Pricing for the environment

» The impact of declining / flat / inclining tariffs
on gas consumption is still unclear.

« To avoid bill shock, the transition away from
declining blocks should be gradual, not
sharp and sudden.

What you’ve told us

Fairness is important
for smaller gas
consumers

Affordability needs
to be prioritised

JGN and customers

should share the risk

of customers leaving
the network

Declining block

tariffs are not

appropriate in
addressing

environmental

concerns



Who’s in the Brains Trust?

Zubin Meher-Homiji « s

Founder and Director - Dynamic Analysis
Greater Sydney Area

Gavin Dufty =
4 Vinnies / GM Policy and Research / non Executive Director
Melbourne, VIC

B Experience: Dynamic Analysis Pty Ltd, Networks NSW, and 2
maore

B Experience: 5t Vincent de Paul Society Victoria, Victoran
Council of Social Service, and 1 more

Jordan Rigby - 1=t

Regulatory Manager - Red Energy
Melbourne, VIC

Mystery guest
Energy transition
expert

El Experience: Red Energy



*  How will you use the Brains Trust? W

» What questions would you like to ask them to help you deliberate? @

* Quick report back: “I'm burning to ask the Brains Trust..... 5



Thank you and reminder of key dates!

Activity

IT set up & testing

Date

W/c 6 November 2023

Time

Individual sessions (Times TBC)

Location

Zoom / MS Teams

Workshop 1

Thursday 9 November 2023

5:00 — 6:30pm (1.5 hours)

Zoom

Reading and activity
task 1

Optional completion of homework together

Due 10:00am on Monday 20 November.

Suggest 4-5pm on Tues 14 Nov

Or do at a time convenient to you!

yournetwork.jemena.com.au/

Workshop 2

Wednesday 22 November 2023

5:00 — 6:30pm (1.5 hours)

Z00m

Reading and activity
task 2

W/c Monday 27 November 2023

Do at a time convenient to you!

yournetwork.jemena.com.au

Workshop 3

Wednesday 6 December 2023

5:00 — 8:00pm (3 hours)

Z00m

Wrap up and evaluation
survey

W/c Monday 11 December 2023

Do at a time convenient to you!

Online (Survey Monkey)



https://zoom.us/j/96138779761?pwd=UkxJaGVTclRtckh5akRCNGVtS1Nldz09
https://yournetwork.jemena.com.au/
https://zoom.us/j/99878854722?pwd=cmlqTm9pSFBWczhGRkpIMlNKYjJWUT09
https://yournetwork.jemena.com.au/
https://zoom.us/j/94441374333?pwd=ODEwZTNLTGQwTWlxV1VMck9VZUVsUT09
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