JGN Tariffs Stage Three
Customer Engagement

Tariff Customer Forum Two

Tuesday 9 April 2024
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Action Plan




What we’ve done so far and what to expect in this workshop
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Stage 2 recap Off-line consideration Bill impacts from
Some bill impacts of Hybrid options. Hybrid options

Further feedback on Voting on threshold
the hybrid tariff. and sharing ratios for

hybrid options

Aim of this session : To loop back to you with detailed costings for the tariff options we discussed in Stage 2.

Your guides from bd infrastructure Your guides from Jemena

Andre Kersting

|
|
|
|
1
:
I N o Lay Na Lim
: Sas IeMor S Senior Regulatory
: egu ation Advisor
i Manager
: Jenny Hardman
: Engagement
' Support and
|
Rachell I_:ox ! Communications
Lead facilitator ! Lead
|
: Spencer Merryn Spencer
: Little Engagement Lead
: Gas
: Networks
Lachlan Nicholson : Pricing Lead 3
:
|

Forum support



Ground rules
11
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Be ready to be Everyone has Listen, don’t Keep Be respectful
challenged their say Interrupt contributions
relevant to the
subject




Using Groupmap

https://join.groupmap.com/A66-D64-2D3

Use your browser or your phone please log on!
The link is also In the chat!



« How's everyone been?

« What have you been thinking about? Did you find the
homework straightforward?




Andre Kersting
Gas Networks Regulation Manager




Context

Some of the things to consider in this session

Tariffs can’t do two things at once

Focusing on affordability, equity and fairness

Minimising the impact on the winners and losers

Consider our forecasts

Think about impacts on different customer groups

Consider the role of the retailer

D % [F 3 e



Total volume market gas consumption (PJ) Gas consumption per connection

Consumption per connection fell sharply during 2015-20.

This trend of reducing consumption per connection has continued into the current period, noting that 2020,
2021 and 2022 were impacted to varying degrees by COVID and resulting shutdowns influencing changes
in consumption patterns for residential and commercial customers.
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This chart compares the actual and forecast consumption from our network against the total
consumption across the whole of NSW and the ACT as reported and forecast by the Australian
Energy Market Operator (AEMO) in the 2023 Gas Statement of Opportunities (GSOO).
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New connections

Core has forecast further reductions in the number of new customers connecting to our
network over the 2025-30 period, driven by lower residential and commercial development
and changes to planning rules encouraging electrification in new buildings.
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Forecast factors we have considered

Residential Commercial

>
[ ]
7

Electrification of new buildings and NSW planning laws

Increasing solar and battery storage favouring electrification

i

Growing trend toward replacement of gas heating with

V4
reverse cycle air-conditioning when appliances are due to \/ - : -
be replaced or during renovation t/ Continuing advances in energy efficiency

Growing trend in use of alternative
water heating technologies Growing trends in using alternative

water heating technologies and reverse-cycle air conditioning

|

"
-
-

Advances in dwelling construction standards which
favour alternative energy sources

Advances in building and appliance efficiency and
lower levels of appliance penetration (lower water and or
space heating penetration) resulting in lower

gas consumption.

a
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What questions do you have?




Spencer Little
Gas Networks Pricing Lead




Quick reminder: Jemena’s proportion of the overall bill

Transmission Distribution

Production Pipelines Pipelines Retailer Your Bill
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Jemena
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* Based on a customer with gas heating, cooking and hot water appliances using 15,000MJ per year. Typical annual
Calculated using assumed wholesale price of $10GJ. Annual billis for 2023-24 year. household bill

Current typical
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[ 50/50 sharing ratio ]

[ 5% outperformance ] [ 7% outperformance ]

Annual Average annual | Bill change | Bill change

Customer type consumption network bill

Cooking only 2 GJ $117 - (%082 /S)
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{Key takeaway: Customers are slightly better off under the 7% outperformance scenario.J

Note: Distribution network component only (~35% of the total bill).



[ 50/50 sharing ratio ]

[ 5% outperformance ] [ 7% outperformance ]

Annual Average annual | Bill change | Bill change

Customer type consumption network bill
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{ Key takeaway: Customers benefit under both outperformance scenarios. J

Note: Distribution network component only (~35% of the total bill).



[ 60/40 (customer/network) sharing ]

[ 5% outperformance ] [ 7% outperformance ]

Annual Average annual | Bill change | Bill change

Customer type consumption network bill

Cooking only 2 GJ $117 - ($i10%/§)
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Key takeaway: Customers are very slightly better off compared with the 50/50 sharing
ratio option, because they are bearing more risk.

Note: Distribution network component only (~35% of the total bill).



[ 60/40 (customer/network) sharing ]

[ 5% outperformance ] [ 7% outperformance ]

Annual Average annual | Bill change | Bill change

Customer type consumption network bill
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Key takeaway: Customers benefit the most under these options, with an average bill
saving of 2.2% if outperformance reaches 7%.

Note: Distribution network component only (~35% of the total bill).



[ 40/60 (customer/network) sharing ]

[ 5% outperformance ] [ 7% outperformance ]

Annual Average annual | Bill change | Bill change

Customer type consumption network bill

Cooking only 2 GJ $117 - (%073 /f)
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{ Key takeaway: Customers still benefit but slightly less than the 60/40 option, J
because customers are now bearing less risk.

Note: Distribution network component only (~35% of the total bill).



[ 40/60 (customer/network) sharing ]

[ 5% outperformance ] [ 7% outperformance ]

Annual Average annual | Bill change | Bill change

Customer type consumption network bill
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Key takeaway: Customers again benefit under both outperformance scenarios, but
slightly less than under the 60/40 sharing ratio option.

Note: Distribution network component only (~35% of the total bill).



[ 60/40 (customer/network) sharing ]

[ 5% underperformance ][ 7% underperformance ]

Annual Average annual | Bill change | Bill change

Customer type consumption network bill

Cooking only 2 GJ $117 (?113 /3) 2225 /f)
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Key takeaway: This is the worst outcome for customers when actual volumes are lower
than expected, i.e. underperformance, as bills will increase.

Note: Distribution network component only (~35% of the total bill).



In terms of consultation results on tariff structures, overall, small business customers preferred the 5% threshold and 50:50 sharing. Their reasons

given included giving a more balanced approach that works for their industry or business. For large customers, there were no negative responses on

the proposed tariff structure variation mechanism, some asked about the timing of the chargeable demand reset process and if there is some

contribution or negotiation with that process, and for access to data.
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Small business reflections
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(for the 3% sharing) “Based on the past
history, mostly we are around over usage
and so its more advantageous. 5% is mode
ideal though.”
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___________________________

“Risk level is higher
for the small
L business.”

___________________________
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<. (for the 50:50 split) “I do prefer the balanced approach to i I t's fair for
N i these matters. | think my choice would reflect my industry.” | /.. both Jemena i
“| think the 5% is the more balanced | '\ J : and !
approach and works for my Industry.” "I e T \_ customers.” |

______________________________________________

“l feel as long as

1
(" “ guess it depends on individual 3 E it is on a 50/50
! business, for me 5% is abetter | | split, itis a fair
S option.” i i and suitable risk
. i profile for most.”
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! Long term view is realistic for my =
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i “Sharing the risk is the way to go

__________________________________________

for the small business.”

________________________________________________________________________
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Balance between the
two parties.”

———————

_____________________________

_________
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__________________________________________

“Its fair for all. More balanced way |
to share risk equally.” i
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I 1 1
helpful.” 1 going forward, some sort of hybrid.” i ¥z able to move them up to a different tariff quite
N 2 T wiSaay well.” . \\\ efficiently.”



We will break into groups for some group discussion on
what you've heard.

 Group 1: Merryn :&
« Group 2: Jenny 2 =
« Group 3: Rachel
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Consider all you've heard tonight.
As individuals, vote on the options.

You'll need to describe the reasons why you voted that way (for example give a description in your vote) because we want to

understand what you’'ve said and why!

Questions:

«  What’s your level of comfort with 50:50 sharing of volume risk? (like — loathe scale)

» What’s your level of comfort with the 40 (customer) : 60 (network) sharing of volume risk? (like — loathe scale)
« What’s your level of comfort with the 60 (customer) : 40 (network) sharing of volume risk? (like — loathe scale)
« What’s your level of comfort with 3% threshold? (like — loathe scale)

* What’s your level of comfort with the 5% threshold? (like — loathe scale)

« Why did you vote that way?



Regarding voting results for the sharing threshold, small business customers preferred the 5% threshold overall.
Their reasons included giving a more balanced approach works for their industry or business.

What’s your level of comfort with the 3% threshold?

Loveit 0%

Live with it | IREE 33%

Like it |, 56%

Lament it [ 11%

~-—~
______________

| “Seems to reflect |
Loatheit 0% | our group view. |
___________ E nothing is |
pFoTTTTTTTTTTT T \ E perfect.” j
i “Based on the past history, mostly we are around over usage and ! e :

i so its more advantageous. 5% is mode ideal though.” E
! “ guess it depends on !
__________________________________________ | individual business, for |
; ) { h | meS5%isabetter |
i “Level of change to bill nominal” i i “Risklevelis i 0 option.” ;
S — / . higher for the TTemmmmmmmsmsssssssosesoeooes ’

.~ | small business.” | e, .

P e N Mo g ("I do prefer the \‘I
| “The 3% is a relatively safe % | ... i ElEEEE !
i and as long as there isntamajor | 7 ~ { approachto
! under or over performance, the | !  “Mitigate the risk with the given | | these matters. | |
i final bill should represent a figure | ! level of un-certainty regarding the E . think my choice i
: that is anticipated.” b high level of cost of living.” i 1 would reflect my
\ VRS RN industry.” ,,:'

N=9. Voting numbers: Love: 0, Like: 5, Live with: 3, Lament: 1, Loathe: O

_____________________

What’s your level of comfort with the 5% threshold?

Love it

Like it

Live with it

Lamentit 0%
Loatheit 0% . T
Ve “ 1 ‘lfeelaslong as |
e o _ _ i | itisonab50/50 !
i i+ “lIthink the 5% is the more | | split, itis a fair |
. “This is safe and best suitsmy | i balanced approach and works : i and suitable risk !
E. business in long term . i for my Industry.” E :\ profile for most.” /5
'i i “Felt more i
“Long term view is realistic for my business.” 1 | comfortable witha |
i+ 3% number.” |

_______________________

_______
____________
________________________________________________________________________________________________
-

“6% is more stable and safe. Not much difference to end customers unless drastic changes would

happen.”
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N=9. Voting numbers: Love: 5, Like: 2, Live with: 3, Lament: O, Loathe: O



In terms of sharing volume risk, small business customers preferred the 50:50 sharing overall, followed by the 40 (customer):60

(Jemena) sharing options.

Reasons included that is was fair for all and a more balanced way to share risk with a partnership approach.

What’s your level of comfort with 50:50 sharing

of volume risk?

Loveit NG 78%

Like it [N 22%
Live with it 0%
Lamentit 0% ',/" """""" N {" “This shows that
st || Jemenase |
i 0 i P i
Loathe it | 0% i Jemt()erogs and . 1 factorequally |
. customers.” | i with its . !
! i\ customers. /
! “Sharing the risk is the waytogo | [ 'Thed0/50isa }
: for the small business.” i | more balanced |
L ; i+ approach. It i
it i representsa |
' ) . shared :
i “It’s fair for all. More balanced way | approach.” )
i to share risk equally.” i S, S
--------------------------------------------- ’ {,—-" """""""‘\\:
o T v 1 ‘Both share the
: .\ i risk noloser.” !
i Balance between the two parties.” | J

__________________________________________

_________
_______
______________________________________________________

N=9. Voting numbers: Love: 7, Like: 2, Live with: 0, Lament: O, Loathe: O

What’s your level of comfort with the 60

(customer):40 (network) sharing of volume risk?

Loveit 0%
Likeit 0%
Live with it - [N 75%
Lament it [ 13%
Loathe it [ 13%
'I, ----------------------------------------- \\‘ =/"--’ ---------------- AN
| “This is good as long as its outperforming i {  "Feel that this
| but with changing times, this isamore  :{  distracts from
i riskier option.” ¥ sharing.
W L
i “Why would Jemena expect it's i i “May be not very much
i customers to bear a bigger portion i | suitable for my business
i‘ of the risk? Unfair!!” b in long run.” |
;’ “I think this doesn’t represent a balanced approach. It starts to i
i detract.” :

N=8. Voting numbers: Love: 0, Like: 0, Live with: 6, Lament: 1, Loathe: 1

What'’s your level of comfort with the 40

(customer):60 (network) sharing of volume risk?

Loveit 0%

Like it [ 75%

Live with it 0%

Lament it [ NG 25%

Loatheit 0% .

e y B . ;

| “Not sure if retailers will pass on the true | My sentiment as

i benefits.” | stated previously is

S — 4 that it feels as though

R Vemmmmmee, . being a 'partnership’

i “I really think its great Jemena has | that is being

i consulted widely so much on this issue.” ! proposed, 50/50 is

LS / still a fairer option.

“Again | feel strongly that the split should E ____,f.' """""""""""""""""""

_____________________ beequal” 1 9 think this splitis a more |

___________
.........

equitable outcome. Very
hard to follow through on
the retailers being
transparent with business
customers.”

________________________________
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1
1
1
1
1
1
1
1
1
1
1

———-
—— ~
T ———— N i

[ . . )
i “Less risky option for customers among |
i the two.” i

e
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N=8. Voting numbers: Love: 0, Like: 6, Live with: 0, Lament: 2, Loathe: O




to hear,

listen
and think

Jemena
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