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1 UnitingCare Australia

UnitingCare Australia is the Uniting Church’s national body supporting community services and advocacy for children, young people, families, people with disabilities and older people.

The UnitingCare network is one of the largest providers of community services in Australia, providing services and supports to more than 2 million Australians each year in urban, rural and remote communities. The network employs 35,000 staff and 24,000 volunteers. 

UnitingCare Australia works with and on behalf of the UnitingCare network to advocate for policies and programs that will improve people’s quality of life. UnitingCare Australia is committed to speaking with and on behalf of those who are the most vulnerable and disadvantaged for the common good. 

Energy is an essential services and with increased costs has become a financial burden on growing numbers of households and consumers in Australia. Uniting care is concerned for these people and advocates strongly for appropriate energy regulation.
In the following document, when the term ‘consumers’ is used, it refers to household and small business consumers, including family farms and family businesses.

Uniting Care Australia’s energy vision is that by 2030 energy in Australia will be plentiful, renewable and affordable for all citizens
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Executive Summary
This brief submission responds to the Australian Energy Regulator’s (AER) draft guideline regarding “Shared Assets”. 
UnitingCare Australia has been pleased to be involved in the Better Regulation program, of which this guideline is part. 
We continue to commend the AER on their eagerness to engage consumers in all aspects of energy regulation and appreciate the efforts made to develop and understand consumer perspectives across the “Better Regulation” program.

2.1 Summary of UnitingCare Australia’s Current Position

Uniting Care Australia recognises the importance of this guideline, and ‘shared assets’ is an issue that will have greater longer term implications than shorter term impacts for consumers, particularly electricity consumers.  
We observe that there is currently a lack of good information and data available to provide a basis for developing longer-term shared asset guidelines, i.e. guidelines that can effectively apply beyond, we suggest, a three year time horizon. 

We strongly recommend that this initial Draft Shared Assets Guideline should be established for a relatively short period, for example three years. 
This would enable more work to be done on building an improved data set regarding costs and returns for Network Service Providers from shared assets.  This will inform a more informed guideline for longer term application.
2.2 Longer Term Perspective

We propose that a medium term objective should be for a process of direct negotiation to be applied between consumer interests and NSP’s on the matter of “Shared Assets”.
The concept of “Negotiated Settlements”, for example could be trialled as a means for consumers and NSP’s to seek to reach agreement about fair and reasonable returns to consumers from “Shared Assets”.
We recommend that a longer term approach to stronger consumer engagement is particularly pertinent when considering treatment of “Shared Assets’.

In particular, we suggest that “Shared Assets” provides an ideal issue for greater consumer engagement, directly with network service providers (NSP’s). 

3 Principles

Uniting Care Australia recommends principles that are important for establishing draft Shared Asset Guidelines for energy assets.  These principles being:

1. Sharing assets is to be encouraged where there is net social benefit. 

2. Energy customers, who have borne the cost of energy asset development, should share significantly in profits from shared asset usage; at least 50% of profits (revenue less costs) should be returned to energy consumers.

3. Energy consumers should bear no responsibility for any cost burden associated with shared assets.

4. Any energy network business providing capacity for shared assets should not be utilising energy regulated resources to support shared asset revenue e.g. staff vehicles, IT etc. These costs need to be reported separately by NSP’s.
5. Transparency: the costs and revenues from shared asset activity should be openly reported by NSP’s, to both regulators and consumers in general.

We recommend the above be included in the draft Guideline 
4 Response to Key Aspects of the Draft Guideline 
4.1 Materiality of shared asset value

Uniting Care Australia is not supportive of the notion of a 1% threshold for materiality.  Given that energy network businesses are generally very large businesses with substantial capital asset bases, 1% of these revenues are substantial. A 1% materiality threshold is likely to reduce a fair and reasonable return to consumers. 

The principle that should apply is that energy consumers should receive a fair proportion of all revenues from shared assets and that there is no materiality threshold.
For the next 3 years, we suggest that, if a materiality threshold is needed, then this minimum threshold should be set at Shared Assets generating 1% of NSP revenue or over $1 million, whichever is the lower. This approach removes trivial revenues and accounts for small and larger network businesses.
4.2 10% share of unregulated revenues to consumers.

Uniting Care Australia is not convinced that a 10% share of shared asset revenue going to consumers is a fair and reasonable guideline. However, we recognise that clear, accurate and up to date data is unknown relating to revenues from shared assets (unregulated revenue) as well as the costs associated with generating those revenues. Without this data it is very difficult, indeed near impossible, to develop a realistic sense of what is a fair share of shared asset revenue for consumers. 
We propose as a principle that consumers should receive 50% of the benefit from shared asset revenue. 
This, of course, is predicated on the understanding that consumers have paid for the assets that are being shared and so should receive a significant share of revenues.  

We recognise the dilemma that it is near impossible to determine what the actual value of 50% of profit from shared asset usage would be.  Therefore it is a priority that this data is collected and made available to the regulator and for public scrutiny, to ensure that clear and reasonable decisions can be made about the revenue share that goes to consumers.

It is recommended, in the absence of adequate data, that the draft guideline apply for a period of 3 years, including the proposal of 10% of shared asset revenue being allocated for consumers, with the guideline to be actively reviewed by the end of 2016.
Meanwhile, the AER should obtain annual data for shared asset revenue and associated costs, and make this information transparent in order to inform future considerations. In the event that the national energy rules limit the capacity to obtain this data, the AER should instigate a ‘rule change.’

4.3  Another issue

Uniting Care Australia is aware of a relevant concern from rural communities. This relates to the guideline not dealing with the issue of third party access to private property where NSP assets are located. Farmers are concerned about another party, the company with the shared asset, thinking that they have unencumbered access to rural properties and undermining farming practice, for example, failing to close gates, scaring livestock, not keeping vehicles to tracks on farms etc. 

We propose that the guideline add the specification that NSP’s remain responsible for relationships with property owners. 
This includes access for all NSP as well as third party interests.
5 Summary

Uniting Care Australia recommends that the draft guideline be accepted for a 3 year period, ending 2016 calendar year.
We also recommend that a transparent and robust data set is established which will inform development of shared asset guidelines for application after the initial 3 year period. (We observe that neither incomes from shared asset use, nor costs for deriving these revenues are known. This means that developing guidelines for fair and reasonable consumer outcomes is very difficult).
Beyond three years, we are of the opinion that the best outcome for shared asset revenue allocation would be through direct negotiation between consumers and NSPs, for example a “negotiated settlement” reached directly between consumers and network businesses. We encourage the AER to explore the applicability of utilising a “Negotiated Settlements” approach for shared asset revenue allocation, at some stage beyond 2016.
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