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The future of gas for NSW households

Gas is the
fuel of choice

Prices low

Usage
increasing

2050 vision of
zero carbon

NSW targets
zero-carbon by
2050

Federal energy
policy unclear

Renewable
energy on the
rise

Higher level of
uncertainty

How much gas
will each
customer use?

Will prices
increase or
decrease?

Is hydrogen a
viable gas for
our network?

The fate of the
gas network is
clearer

3

New fuel
technologies
developed

Hydrogen
network tested

Fate of the gas
network is
known, either
way!

Transition to
zero carbon

NSW working
towards a zero-

carbon future
by 2050

Jemena
hopefully
transitioning to
100% hydrogen

Zero carbon
emissions

-

NSW net zero-
carbon
emissions

Are customers
enjoying zero
carbon
hydrogen in
their homes?




What can we do about this uncertainty?

Review our investments options

D
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Continue to invest how we have always done

Invest for the long term

_ — The risk being we build
Today 2025 2030 2060, infrastructure that isn’t
required in the future if
consumers transition away
from gas

We invest more now as
we assume the current

levels of growth and use >
of the network will =0

continue wer
$938

£32045 838,767  $44.564 207 404

We build infrastructure
that delivers the lowest A)

Jemen
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cost over the long-term.
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Change our investment approach

Invest for the long term Invest for the medium term

A BkinG
L —— — building
Today 2025 2030 2060 TODAY 2025 2030 W infrastructure
@ that might not
be required

beyond 2050.
If customers

transition away

AT from gas this
H,‘Hﬂ' will be the
$1,032 $1,031 correct

5938 $938 decision
£32949  $38,T6T 544 564 B8T 404 $32943 538,767 / $44,564 SET 404

However, if current levels of
growth and utilisation continue

Taking a risk based

approach to future levels

we will have to make additional
of growth and usage.

upgrades at a time when it is
more expensive




Your considerations

Marmomine i

@ Dubbo

t | Wollongong

| Location | Longterm | Mediumterm __

Goulburn

Griffith

Western Sydney
Bathurst
Newcastle

Average

75%
64%
82%
49%
100%
72%

25%
36%
18%
61%

0%
28%

-
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Your considerations...

Some customers asked
Most customers reacted us to priorities the lowest-
strongly against rework cost optlglr;éabove all
saying it was considered '
wasteful

Customers said there was

value in avoiding
Customers were restoration

concerned that vulnerable
customers would be left
on the network

Customers considered
avoiding cost impacts and
disruption was more
important than the value
gained by taking a
medium term approach

Some customers saw
significant uncertainty and
competition from new
technologies, such as
solar




Your considerations...

Some customers asked
us to priorities the lowest-
cost option, above all
else.

Most customers reacted

strongly against rework

saying it was considered
wasteful

Customers said there was
value in avoiding
restoration

Customers were
concerned that vulnerable
customers would be left
on the network

Customers considered
avoiding cost impacts and
disruption was more
important than the value
gained by taking a
medium term approach

Some customers saw
significant uncertainty and
competition from new
technologies, such as
solar

Cantinuad from page | | | |

-

Key take away’s....

1. Limit rework while maintaining
affordability

2. Make the most of stalling
infrastructure in green field areas
while maintaining affordability by
ensuring the mains will be utilised

3. Balance cost and disruption
impacts
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Shaping our proposal

1. Northern Sydney primary gas main

2. Aerotropolis

3. Mains replacement program

-~
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Aerotropolis

Sydney Western Airport,
Science Park and
Agricultural Precinct




Aerotropolis

Operational by 2026
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Aerotropolis
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Science Park
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Science Park
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Science Park




Science Park

Medium term )
Pipe size 150mm
Steel

Long term

Pipe size 250mm
Steel

Luddenham




Considerations between medium and long term

' What is currently in the area?

bringing energy to life



Science Park

Medium term

Pipe size 150mm
Steel

Long term

Pipe size 250mm
Steel

What is currently in the
area?

Luddenham



Science Park

Medium term
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Steel

Long term

Pipe size 250mm
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Medium term

Pipe size 150mm -

Long term

Pipe size 250mm

Steel

What is currently in the

area?

What is proposed in the
area?



Science Park

Medium term

Pipe size 150mm -

Pipe size 150mm
Steel

Long term

$5 M

Pipe size 250mm

Steel

What is currently in the
area?

What is proposed in the
area?

Cost of long and
medium term options

Luddenham



Science Park

Medium term

Pipe size 150mm -

Pipe size 150mm

Steel $5M

Long term

Pipe size 250mm

Steel

What is currently in the
area?

What is proposed in the
area?

Cost of long and
medium term options

Risk of long and
medium term options

O ~%

| ]

Luddenham



Western Sydney Airport and the Agricultural Precinct
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Western Sydney Airport
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Northern Sydney Gas Main




Northern Sydney primary gas main
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Threats to the pipeline

1. Corrosion

2. Third party hit




Threats to the pipeline

1. Corrosion
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Threats to the pipeline

2. Third party hit




Sydney Primary gas main
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Third party hits - picture
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Sydney Primary gas main
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Sydney Primary gas main
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Third party hits - picture
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Pressure reduction demonstration - balloon
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Option 1 — Medium term approach

Make this section
piggable

Install two gas mains
in 2030
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Option 2 — Long term approach
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Medium vs Long term solutions

2020 2025 2030
1. Medium term $10M $30M

2. Long term $30M
r—
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2. Northern Sydney Secondary

2020 2025 2030 - Webelieveitis highly

likely that the
secondary mains will

Medium term $10M $30M be required in the
2030s

- We have selected the
Long term $30M long term view as it
avoids the additional
cost for inserting the
tool into the pipe.

- Balancing affordability
and planning for the 3

future
ngena
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Mains Replacement
program




Mains Replacement

Cast iron

Newer plastics

bringing energy to life




Mains Replacement

Cast iron

Newer plastics
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Mains Replacement




Mains Replacement




Mains Replacement

- Large mains replacement
program in the 1990’s

- Some areas still remain with
cast iron and older plastic
materials

- ltis predicted the larger
rehabilitation areas will require
replacement in the 2020 — 2025
period

- Smaller pocks still remain
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3. Mains replacement

2020 2025 2030 2035 2040 2045 2050

Medium term

$60M

2
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3. Mains replacement

2020 2025 2030 2035 2040 2045 2050

What benefit does this bring to the customer?
- Areas at higher risk of repairs are renewed.
There is less likely for disruption on the street
after project

Why is this long term planning?

Long term

$120M

-~
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Key takeaways from our customers







Key takeaways from our customers

|
g

Balance cost and disruption impacts
against new future technologies

T I e
[ 4

-
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1. Aerotropolis — Remove slide

Med - $11.5M
Long - $14.3M

Med - $4.0M
Q Long - $5.0M

Med - $6.4M
Long - $8.0M

Agricultural Precinct

bringing energy to life




1. Aerotropolis
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1. Aerotropolis

Science Park

<

Agricultural
Precinct

' Medium term Further i i
i growth H
| $11.5M ]
. $4.0M i
. $6.4M XXM i

Long term

$14.3M

$5.0M

$8.0M

We have chosen a
medium term option
for projects that we
are less confident
about the gas loads.

For areas of where
we have selected a
long term view, we
believe there is high
probability that the
additional capacity
will be used.

D
meena
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Mains Replacement

LT "q'- Brooklyn
PROBLEM: There are ! [ M1 | Areas are monitored by our Engineers
. . - Once the operating cost (usually from repairs) exceeds a
older sections in our 4 : certain threshold we will look to rehabilitate the area
network that have Ku-ring-gai - Usually these areas are older and the gas main consists of
Chase
deteriorated mains NaticaliPark previously used materials such as cast iron, old plastics and
unprotected steel.
A | ‘\ - We completed a large proportion of our cast iron
] Mona Vale replacement program during the 1990’s focusing on the
L (43| higher risk areas.
“ - Today we still have areas that are on our radar for
' @ - Castle Hill | A% | rehabilitation and we have assessed how we approach
ith f = Q A28 = these areas based on medium and long term planning
amisantown i Blagkiewn = Macquarie -
B arn Park
. ngggz,s ey Bl -0 - Option 1: Medium term approach
. - Stagger cast iron replacement
program
¥ . .
X - Replace major sections of cast
¥ .
’ iron

-
Option 2: Long term approach ‘

a

Narellan ® o A6 .
Cronulla - Accelerate cast iron program

Canpbelltown Roval



JEMENA GAS
NETWORKS

DRAFT 2020 PLAN -
DELIBERATIVE FORUM

Saturday 2 March 2019, 10.00am-4.00pm
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EASY
rpsgroup.com nd



WHICH COMMUNITY ARE YOU FROM?

1. Bathurst
2. Griffith
3. Goulburn
4. Newcastle
5. Western Sydney
0% 0% 0% 0% 0%
o & & NG AN
o 3 @g\ S g & 03\60
@) e@ éq
&“’"}
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ON A SCALE OF 1-5, WHERE 1 IS NOT
WELL AT ALL, AND 5 IS EXTREMELY WELL,
HOW WELL DO YOU THINK JEMENA HAS
RESPONDED TO CUSTOMER FEEDBACK
ON THE ISSUE OF AFFORDABILITY?

1. Not at all

2. Moderately well

3. Neutral

4. Quite well 0% 0% 0% 0% 0%
: L 2 =— o e =

3. Very well A N & N BN
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F MAK!N4
rp e
rpsgroup.com wd



ON A SCALE OF 1-5, WHERE 1 IS NOT
WELL AT ALL, AND 5 IS EXTREMELY WELL,
HOW WELL DO YOU THINK JEMENA HAS
RESPONDED TO CUSTOMER FEEDBACK
ON THE ISSUE OF THE PRICE PATH?

1. Not at all

2. Moderately well

3. Neutral

4. Quite well 0% 0% 0% 0% 0%
AN AN » N D]

5. Very well 2 & & & &

o -3\5\ éel S’\\G 0{\\
< 6‘3’& o A
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ON A SCALE OF 1-5, WHERE 1 IS NOT
WELL AT ALL, AND 5 IS EXTREMELY WELL,
HOW WELL DO YOU THINK JEMENA HAS
RESPONDED TO CUSTOMER FEEDBACK
ON THE ISSUE OF RELIABILITY?

1. Not at all
2. Moderately well
3. Neutral
4. Quite well 0% 0% 0% 0% 0%
5. Very well A N & D EN
KN \\«\ S o C\\x\
g ‘ Q
[ Mean = ] e
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ON A SCALE OF 1-5, WHERE 1 IS NOT WELL
AT ALL, AND 5 IS EXTREMELY WELL,

HOW WELL DO YOU THINK JEMENA HAS
RESPONDED TO CUSTOMER FEEDBACK

ON THE ISSUE OF FAIRNESS?

Not at all
Moderately well
Neutral

Quite well

Very well

ok owObd-=

| Mean = |
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ON A SCALE OF 1-5, WHERE 1 IS NOT
WELL AT ALL, AND 5 IS EXTREMELY WELL,
HOW WELL DO YOU THINK JEMENA HAS
RESPONDED TO CUSTOMER FEEDBACK

ON THE ISSUE OF THE FUTURE?

Not at all
Moderately well
Neutral

Quite well

Very well

ok owObd-=

| Mean = |

rpsgroup.com
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AEROTROPOLIS

SHOULD WE STICK WITH THIS
PROPOSAL AS IT HAS BEEN
OUTLINED IN OUR DRAFT PLAN?

1. Plan all elements of the Aerotropolis for
the medium term

2. Stick with the Proposal in the Draft Plan

0% 0% 0%
3. Plan all elements of the Aerotropolis for L e o
QO
the long term & & &
N O R
& N S
@ 2 &

>
MAK1J4
Q@ o r p’ S
rpsgroup.com R =



MAINS REPLACEMENT PROGRAM

SHOULD WE STAY WITH THIS
PROJECT AS IT IS OUTLINED IN THE
DRAFT PLAN OR ACCELERATE?

1. Stay as is
2. Accelerate

0% 0%

/< -

Stay as is Accelerate

rpsgroup.com



NORTHERN SYDNEY SUPPLY

IN OUR DRAFT PLAN WE HAVE
PRIORITISED REDUCING OVERALL
COSTS OVER SHORT-TERM
AFFORDABILITY, SHOULD WE STAY
WITH THIS PROJECT ASIT IS
OUTLINED IN THE DRAFT PLAN, OR
PRIORITISE SHORT TERM
AFFORDABILITY?

1. Stay as-is
2. Prioritise short-term affordability

rpsgroup.com




TO WHAT EXTENT DO YOU AGREE
THAT THE JEMENA GAS NETWORKS
DRAFT 2020 PLAN IS IN THE LONG
TERM INTERESTS OF CUSTOMERS?

1. Strongly disagree
2. Moderately disagree
3. Neither agree nor disagree
4. Moderately disagree
5. Strongly disagree - - . - -
- L -
[ Mean = ] 1 2 3 4

' 5
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RUNSHEET ARABIC LANGUAGE WORKSHOP

Jemena Gas
Network

Phase 3 Engagement — CALD Workshop

Details Duration: 2 hours (workshop) 3 hours (inc set up, pack down)

Timings: Bump in / set up: 9.00am-9.30am
2 tables cabaret style with 9 seats around. 4 chairs for scribe / Jemena team / facilitators
2 observer chairs for stakeholders off to side or at back
. Team briefing: 9.15am

5::%‘ Thursday 7 March Sign in and welcome participants: 9.30am-10.00am
Workshop: 10.00am-12.00noon
Pack down / pack up: 12noon
Debrief: 12.15pm

ECC Team: Mariette and George
Venue:

Lost in Books,
2/40 Harris Street Team:
Fairfield

RPS Team: Merryn Spencer (0401 021560)

Jemena Team: Kate Hawke (0439241495) Ana Dijanosic, Ailie Thomas, Rasha, Bardia, Alhoush

Still Photography (O’Neill Photographics): Ryan (0402 333 003)

e Reintroduction to the team and stakeholders
e Reintroduce ground rules, working together, building on trust created and reconnecting with each other
Workshop purpose: e Feedback on the proposal — what you said, did we get it right?

o Communicate and seek feedback on key issues in the draft proposal across affordability, price path and the
future / environment

Workshop Runsheet 2 March 2019 Page 1
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Time Session Content Speaker Equipment
g:ggzm' 30 mins Bump In Check — gifts on tables / water / cups
15 mins Team to run through materials, lead facilitator to explain activities, talk through what may k/leaa:ii:taecmtator i Lap.top
9. 15am- o come up Projector
9.30am Team briefing Team to ask any final questions Facilitator
Packs
30 mins Morning tea on arrival
9.30am- Participants Participants to collect name tags
10.00am arrive Sign for photograph / video permissions and dot name tags
Usher to tables — no arranged seating (please note participants may arrive early)
10 mins e  Welcome back! We're all very excited to see you! You've all spent 4 hours with us | Lead facilitator -
last year, so far and by the time this finishes we will have 6 hours with Jemena in Mariette
total!
e Acknowledgement of country
e  Ground rules — housekeeping
e Introduce who's in the room (Jemena / RPS team raise hands)
10.00am- Welcome and . . .
10.10am commence e  Get special Jemena team / stakeholders up and introduce them as observers. This
is important, they’re very interested in hearing your feedback today.
o Note Chris who will be photographing today — if you don’t want your picture taken,
please let us know.
e  Who's in the room?
e Today, you'll be hearing what we’ve done with your feedback and have the
opportunity to ask questions about what Jemena has done with your feedback!
10 mins Quick fire: You told us hearing frqm other people was important to you. So, we're going to do a Iit'tle Leaq facilitator -
10.10- ) get-to-know-you exercise. Please turn to the person next to you and ask them 2 questions - = Mariette
10.20am Getting to - Name and where they are from
know you . .
- Something they learned last time
10.20am- | 20 mins . ¢ Recap—Jemena, what we do, supply chain, percentage of actual and overall bill Kate to present  Booklets for
10.40am T:nirelzrr:g from |, Recap — Show video from last year, hand out script translated into Arabic. note taking
(20min) o Recap on what we did and the engagement

Arabic Worskhop Runsheet 7 March 2019
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60 mins

20 min
per
session,
plus 10
min for
Q&A

10.40am-
11.40am

e Feedback on the proposal
e What we asked

o What you told us

e What we included.

Lead facilitator to introduce this session and give instructions.

(e.g.) Now we’re going to discuss the five key themes of the proposal in detail. As there is a
lot of information to take in, we're going to split you up in to the themes — this is what we
said, did we get that right, show how we’ve applied it, and you have the opportunity to ask
questions in more depth. We’re going to explain as a role play to demonstrate the concepts.

1. Price Path (20mins) Bardia

Under the regulation that Jemena is subject to, there is some flexibility about when we
receive our allowed revenue, so we sought customers’ views on how they would prefer to
receive any price decrease across 2020-25.

Remind them of the chart we showed them (blue and orange alternatives) on the poster

At our deliberative forums across five NSW locations, we offered participants the option of
two scenarios:

e Steady as it goes—where our network tariffs are balanced across the five years to
counter expected

movements in other areas of the supply chain, with the goal of achieving a smooth retail bill.

e  Pressure off early—where our network tariffs are aimed at maximising the year 1
price decrease.

Conduct water skit

We use a jug of water and 5 glasses and demonstrate that you could fill the glasses up
evenly, or we could put less in the 1st cup and more in later cups — the amount of water is
the same

Price path:

e 1jug water

e 5 cups — with stickers to indicate 2 water levels
e Poor the water evenly to the 1st set of stickers —
e Tip water back into the jug

MAKING
COMPLEX
EASY

Mariette /
George to
Translate as
required

Bardia
Rusha
Alhoush

Script of video
in Arabic

Jemena team
roleplay

Props
Information

Poster for each
topic in Arabic

Note take in
booklets

Arabic Worskhop Runsheet 7 March 2019
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e Pour water to the 2nd set of stickers

The response from all five deliberative-forum locations, independently of each other, was an
overwhelming preference for a ‘steady as it goes’ price path.

e  Show them their results and other on the poster
Participants said this scenario provided:
e  Greater certainty over prices and long-term affordability, which was desirable

e An ‘insurance’ against the potential for future price increases, at a time when other
household bills could be increasing
e  Greater buying power for those households who will see salary and wage increases
over the 5 years, but also helps those more vulnerable households who may not.
We tested the same proposition with our large (demand) customers at a November 2018
forum.
Large customers have different drivers to residential customers, and often from each other.
Seventy-five per cent of large businesses attending our forum preferred that we recovered
our revenue evenly. However, the remaining customers indicated initial price relief was
preferred in the short term.

We consider that we can balance the contrasting positions by a price path that:

is targeted to deliver the ‘steady as it goes’ scenario for residential customers—aiming to
keep

retail bills steady by offsetting expected wholesale gas price changes to the extent possible

We have traditionally recovered around 10% of revenue from our large business (demand)
customers and 90% of our revenue from our residential and commercial customers (volume)
customers. Our approach would maintain this split over the five years of our Draft 2020 Plan,
but create some year-on-year variance from this to best meet customers’ preferences.

2. Affordability (20mins) Alhoush

In all our conversations with customers and stakeholders, it has been clear that affordability
is a key priority.

Arabic Worskhop Runsheet 7 March 2019 Page 4
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Therefore, when considering our prices—which generate the revenue we require to invest in,
and

operate our network—for the next regulatory period, we have prioritised sustainable price
reductions.

Despite the challenges facing gas in NSW—we have been reducing network prices since
2015. We propose to continue that trend over the next regulatory period. In isolation, our
Draft 2020 Plan will result in bill decreases, excluding the impact of inflation, of 12% over the
2020-25 period. This 5-year decrease could be delivered by a 3.13% price decrease in
2020-21 and 2.42% decreases in each subsequent year. In addition, we will return some
revenue we were allowed to recover in the current period.

We can flip back to the price reduction slide

This will result in an estimated bill decrease of 19% over the 2020-25 period, which could be
delivered by a 10.48% decrease in 2020-21 followed by 2.42% decreases in each
subsequent year of the period.

Our Draft 2020 Plan will deliver real reductions in our network price, which will improve the
cost competitiveness of gas by:

» connecting approximately 135,000 new customers to our network, which means we can
spread our costs across a larger customer base;

e Cake exercise

But that’s just 1 of the things we do to get the balance right — some things add cost and other
lower it, let start with some of the things we know we’ll need

e Set up scales with ‘price’ on one side of the scales and maintenance, 3 staff, 2 borrowing
costs and 1 IT on the other side.

e Add on new new pipes

So by adding new customers we increase costs, but we share the costs across more people,
but what can help to reduce the costs

 implementing a transformation program to reduce our operating cost base and challenging
ourselves to deliver additional operating cost productivity improvements of 0.5% each year;

e Add an IT and remove 2 staff

Arabic Worskhop Runsheet 7 March 2019 Page 5
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reducing the growth in our asset base, which will help to keep prices down over the
longer term;

Remove a pipe

implementing the AER’s rate of return guideline; which sets the amount we pay back our
shareholders for their investment and the amount we pay back banks for the loans we
have taken out

Remove 1 of the borrowing costs

So some of the things we are doing to prepare for the future add to costs in the short
term, but by looking at other ways to reduce prices we have been able to offer real price
reductions.

Sharing costs:

2 cakes

4 flags marked ‘$20°

8 flags marked ‘$10’

Cut 1 cake in 4 and put a ‘$20’ flag in each piece
Cut other cake in 8 and put a ‘$10’ flag in each slice

Balancing costs:

w

Set of scales
Boxes marked ‘price’ ‘new pipes’ ‘staff'x3, ‘maintenance’ ‘ITx2’ ‘borrowing costs’x2

Boxes should be weighted so that price = 1 new pipes + 1 staff + maintenance + 2 IT + 1
borrowing costs

Start with ‘price’ on one side of the scales and maintenance, 3 staff, 2 borrowing costs
and 1 IT on the other side.

Add on the new pipes — and the price goes up
Add an IT and take off 2 staff — price goes down
Remove a new pipes — price goes down
Remove 1 borrowing costs — price goes down

. Fairness (20min) Rasha

Arabic Worskhop Runsheet 7 March 2019
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e We are developing this 2020 Plan during a period of unprecedented change in the
Australian energy market. Many of these changes have important implications for our
customers, and for our business, both in the short and longer term.

e Inrecent years, we have seen significant growth of the Queensland Liquified Natural Gas
(LNG) export market. In addition, onshore gas development bans. Together, these have
put upwards

e pressure on east-coast gas supplies and resulted in a step-change in domestic
wholesale gas prices.

e These factors, amongst others, have contributed to a reduction in the affordability of

energy, which in turn has become a key issue for our customers, politicians and policy
makers.

e We know from our discussions with customers—of all types—that they do not believe the
energy market is working with their long-term interests in mind. They expect energy
companies to be more transparent and inclusive about their plans.

e Throughout our engagement program, our customers told us that they expect us to
balance outcomes fairly for customers across generations, customer types (household
and business) and locations (city and country).

e Given the uncertainty of the use of the gas network in the future we are proposing
reducing.

e So we want to take appropriate actions now to respond to uncertainty around the long-
term future of the gas network, so that future customers are not unfairly impacted. This
includes a proposals to speed up the recovery of our new investments.

e Remind them of the cake exercise — if people leave the network it becomes more
expensive for those left on it

e This is just 1 initiative in a set of initiatives, but you might remember talking about it, we
talked about 30 years vs 50 years.

e Show them how customer voted on the poster
e You agreed with this as well, your views were that 30 years was fairer.
o We have taken on that direction — for new assets only.

e |t's not as simple as making it 30 years for everything however, as not all pipes last for
the same amount of time, so what we have done is tried to match the recovery period
with the useful life of network.

Arabic Worskhop Runsheet 7 March 2019 Page 7
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This does still means that some of the larger pipes will have costs recovered well into the
future..

Ask: have we missed out or misheard anything?

10 mins General discussion: Lead facilitator

11.50am- Feedback for
12noon Jemena .

Catering / lunch is served

Now is the last opportunity to reflect on your journey with Jemena, as this is the end of Mariette

our last session together.

What'’s your primary feedback for Jemena? How would you expect them to communicate
in future?

What happens now? Should we keep talking to customers? What does that look like?
Coming back to you every six months, or sending out a survey?

Please also fill in your feedback forms to give feedback to Jemena.

Note take in booklets: How well do they think we’ve reflected their feedback in the draft
plan?

12 Thank you everyone Mariette
noon Distribute and participants sign for stipends (see RPS team on the way out the door)
Participants depart
12.15pm 15 mins Team debrief

Booklets
Dotmocracy
Feedback forms

Lead facilitator -  Participants to

sign for
Stipends
Collect booklets

Arabic Worskhop Runsheet 7 March 2019
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Welcome — who’s in the room
r f’ woae




The energy supply chain

Transmission Distribution Your
Production Pipelines Pipelines Retailer Annual Bill

y_ )

emena

I et | ﬁ%ﬁ

—|-|i

\average

%w@@w

715

gigajoule
customer

2
* Annual bill is for 2018-19 year
emena
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The regulatory process

Customer & Stakeholder Engagement

e Consider the services e Forecast the costs of Calculate the prices
to be provided providing the services required to recover the

forecast costs

Publishing Customer and Finalise Submit 2020 AER Review Takes
our Draft stakeholder our 2020 Plan (Access & Consult effect

2020 plan engagement Plan Arrangement) July 19 -
June 19 April 20 LTI

y_ )
JemenJa
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The journey so far...

'

2P

(sep 17 TIETLTEREY nov 17 T

Customer Council

Understand and shape
the engagement

Average income: $1065/week
° bill: $750

Jemena NG arrived: 1993

i

P

T

Average income: $1096/week
Average bill: $576
Jemena NG arrived: 1997

Large customers - Customer Council ouncil Customer Council

Sydney @ Meetings - @ Meetings - 69 segments — @ Meetings —

Customer Forum Sydney ne; Sydney Sydney

Test engagement plans. Network Tour Urban small and Testing price and service
medium business forum options
L e customers —
I Low-income study circles | Ll;"d;uy PN Household segments ‘ )
Data workshops GB - 8
6 Household - Dubbo, Elderly customers study
circles

Sydney
Deliberative forums

S
o
T-

4

Average income: $1029/week
Average bill: $1033
.lcmmn NG arrived: 1986

2
MAY - SEP 18 Ll

(. MAR18 L |

3

.-@---x

it
-

U Apr18 LI MAY 18 L

Average income: $1,165/week

Average bill: $405 Iy
Jomena NG arrived: 1964 JRISS S MR

o QI mim,

CX==
‘ Small and medium
Q Small and medium enterprise - Sydney
enter e — S A Culturally and linguistically
‘ Gﬂﬂl:hm ] diverse interviews

- ---‘

Urban/regional small and
medium business forum

“-l-l-"

|'- Household segments — > %
Sydnsy, - __ L
Eldery forum; . >

Average bill: $520
Jemena NG arrived: 1976

- Goulburn

.

Average bill: $959
[T oct 18 LI T

Jemena NG arrived: 1980

V)

NLLLLLIT ]

o=

G ,
Bathurst, Western Sydney
Deliberative forums

Sydney
Culturally and linguistically
diverse focus groups

Customer Council Large

@ Meetings - customers —
Sydney rdney
Engagement results Customer forum

Jemena
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The customer journey
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What customers told us

We have heard that
affordability is a key
issue

Our customers told
us that they value and
expect a safe and
reliable gas service

Our customers want us
to consider fairness in
the context of:

 our existing and future
customers;

» the service levels that
they receive; and

+ the different needs of
our diverse customers
from across the state.

P N

Our customers told us that
they expect us, and other
parts of the energy
industry, to innovate and
plan for the future

y_ )
JemenJa

bringing energy to life



The punch line

Industrial

400

customers

H Residential E Commercial
1.35 million
customers

35,000

customers

Actual Bill
Impact $192 $9:289 $89,944
(Network Over 5 years Over 5 years Over 5 years
component)
Excluding $10 1 $ $
over recovery 4, 8 68 47, 133
handed back Over 5 years Over 5 years Over 5 years
Demand 15 GJ coastal 2000GJ coastal Customer on chargeable

assumption customer customer demand tariff (CD 350 in DC-3) .'

Jemena
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What'’s in the

Deliver network
price reductions
to our residential,
commercial

and industrial
customers

Connect
135,000 homes
and businesses
across NSW

Replacing almost
390,000 meters so
consumers receive

accurate bills and avoid  yuy
supply interruptions

Renew 238 km of old =
mains to avoid costly =
leaks and maintain the Nu/? ™
safety and reliability of ~ #™
our network

Draft Plan

Lay the first mains
to supply the
Western Sydney
Aerotropolis,
Sydney's third city

Strengthen the
backbone of

our network

to supply new
estates and high-
rise developments

Maintain the
safety and
reliability of
our network

Streamline

customer "@
experiences when .
requesting services Y

or information L
from us

Enhance the
security of
critical IT
systems

Improve our
ability to inspect
and keep safe

our aging "
high-pressure
pipelines Jemen a

bringing energy to life






Supply chain and your gas bill

Production Transmission

Gas supplied to Pipelines
consumers in NSW is
sourced from domestic
gas wells, primarily
inter-state.

High pressure pipelines
transport gas over long
distances, including
from interstate.

Distribution Retailer Your Bill

Pipelines Retailers organise these Your gas bill is made up

Jemena then transports the services and manage of fixed supply charges
your account. and usage charges to

gas to 1.3 million homes

and businesses in NSW. recover these costs.

y_
Jemena

bringing energy to life

| a©
[ 8

Typical annual
household gas bill*

*Based on a customer with gas heating, cooking and hot water appliances using 25,000MJ per year. Calculated using published wholesale and retail prices.

2

Jemena
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Lets take a look at Moomba to Sydney

25 b a— .

Generation at
Moomba

Etes Jemena
network in Sydney

Metered at your
home

Tranmission pipeline
/km to Sydney



It's the same as buying fruit

0)
Nt/

woolworths

2
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Understanding the bill

Proudly Australian since 1637

Important numbers.
Enquiries: gl com su or 131 245
Faults and
S A i B
Your account details.
Hame
NSW P —

. Supply
average annual gas bill s

How much energy are you using? Your bill overview.
Billperiod: 27 Jun 2017 to 20 Sep 2017 (86 days) T $0.00
Hunrago daily cost and usage. o
Newcrarges $938
tnapshat. I C
Averagedly cost
$257 e
= i
L] y Aviragetlp usage T $ 9 58
61.32 MJ
p— 1 v Sam ey L ywor-
= Domialn 160ct 2017
" ! mﬁnmmnu_nmyh
Eoaling bot vt and heating eeds?

Catuon 191768 for saes, s,
o : el i sk ag o i

73% 27%
USAGE CHARGES FIXED CHARGES

= $681.04 = $256.96 -~

$1.87 / day 70¢ / day

(22,060M at 3.1¢ / MJ) Jemena

bringing energy to life




Paying for the Network

QUESTION 1: WITH THE UNCERTAINTY ABOUT WHETHER OUR PIPES WILL ACTUALLY
BE USED BEYOND 2050, WOULD IT BE FAIRER FOR CURRENT CUSTOMERS TO PAY
MORE FOR NEW INVESTMENTS WE MAKE ON THE NETWORK RELATIVE TO FUTURE
CUSTOMERS?

WESTERN AUSTRALIA [Ty
RENEWABLE
ENERGY NSW
BY 2025 ZERO NET EMISSIONS
2050

' 100% RENEWABLE
ENERGY BY 2020

O ZERQO NET EMISSIONS
BY 2060

CARBON REDUCTION AND RENEWABLE ENERGY v
COMMITMENTS OF STATES AND TERRITORIES

e
50-80 years Jemena




Vulnerable customers

QUESTION 3: IS IT FAIR THAT EVERYONE PAYS A LITTLE BIT MORE TO HELP FUND
PROGRAMS LED BY JEMENA TO ASSIST VULNERABLE GAS CUSTOMERS?

A
JemenJa

bringing energy to life




Your annual gas bills — Option 1

"Steady as it goes" - average customer

2019/20 2020/21 2021/22 2022/23 2023/24 2024/25
$1,000 $938
$914 $922 $925 §924 $923
- ™ ) " -
$900
$800
$700
$600
$500
5 O O D O D NN NN A AN DD D S K GG
& O A 4 N A A A O Y DY DY WV &
(9%@%\@ﬁﬁmo\w?@f&w\@@fﬁ)'\)'&@f@%\@@@v\@

QO < s o O & S o D & S O & N O & X O &
P & P & LY &Y &Y & 0 O
S S < N N { o N { o N N § 4 o $ 3
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=== Annual bill



Your annual gas bills — Option 2

"Pressure off early, pay later" - average customer

2019/20 2020/21 2021/22 2022/23 2023/24
$1,000 5938
$897 $913 $925 $932
$900 N il
$800
$700
S600
$500
) ) Q Q Q Q Y N Ny Y AV AV vV AV AD % % %] |3 VS
y S P Y VNV V& 37 O & QA & OV &
O I Ml N S A O S S N U A S N
ot L N & & & O & L O & & L O & L O &
& & v & & & & & & & & & W & & & & &
& R @e V& & R 6@/ V&‘ & R 6@; ‘?};\. & R @Q’ Y‘S\’ & R ((\@ vg& &
& N & & &
3 9 3 “ 3

=== Annual bill

2024/25

$957



Delivery skit

2
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Alex the farmer

Production

Gas supplied to
consumers in NSW is
sourced from domestic
gas wells, primarily
inter-state.

A

-
JemenJa
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Ahmed the truck driver

Transmission
Pipelines

y_ )
JemenJa
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Syed the deliver van man

Distribution
Pipelines

Jemena then transports the
gas to 1.3 million homes
and businesses in NSW.

Jemena

——
)

1
~
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gytol




Alhoush the store owner

Retailer

Retailers organise these
services and manage
your account.

coles

ﬁr:w«
woolworths
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PARTICIPANT
ANDFACILITATOR
NOTES BOOKLET

Jemena Gas Networks

Draft 2020 Plan—Arabic Workshop
7 March 2019

Lost in Books Fairfield

Location:
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Participant and Facilitator notes booklet

WELCOME
BACKI!

We’reveryexcited
toseeyouall!

Please use this booklet to write down
your thoughts during the day, and answer
our questions.

Return it at the end of the session.
Thank you!

Your scribes will also use this booklet to
write down notes from the discussions.




HEARING
FROM JEMENA

HEARING
CUSTOMER
FEEDBACK
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Participant and Facilitator notes booklet

Affordability

Have we missed out or misheard anything?

Fairness
Have we missed out or misheard anything?




Participant and Facilitator notes booklet

F

QUESTIONS

On a scale of 1-5, where 1 is not well at all, and 5 is extremely well;

How well do you think Jemena has responded to customer feedback on
the issue of price path?

1 2 3 4 5

Not at all Somewhat well Neutral Quite well Very well

How well do you think Jemena has responded to customer feedback on
the issue of the affordability?

1 2 3 4 5

Not at all Somewhat well Neutral Quite well Very well

How well do you think Jemena has responded to customer feedback on
the issue of fairness?

1 2 3 4 5

Not at all Somewhat well Neutral Quite well Very well



Participant and Facilitator notes booklet

Long term customer interest

Your notes

FQU ESTION

Towhat extent do you agree thatthe lemena Gas Networks Draft 2020 Plan is in
the long term interests of customers?

1 strongly disagree 3 neither agree nor disagree

4

2 moderately disagree 4 moderately agree
5 strongly agree
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CALD speaker notes

Each session is 20 minutes — plan for 10 minutes talking including ‘skit / activity’ and 10 minutes q&a

Price Path - Bardia:

Under the regulation that Jemena is subject to, there is some flexibility about when we receive our
allowed revenue, so we sought customers’ views on how they would prefer to receive any price
decrease across 2020-25.
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- Remind them of the chart we showed them (blue and orange alternatives) on the poster
LISy s L3500 ol )L dl I phbsl -

At our deliberative forums across five NSW locations, we offered participants the option of two
scenarios:

OGSy ldad ) Liead ¢ 3oy Sglw gad 8 238150 dwes 3 4o tgl O]l oloaisedl 3
Po s L H L

Steady as it goes—where our network tariffs are balanced across the five years to counter
expected
movements in other areas of the supply chain, with the goal of achieving a smooth retail bill.
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Pressure off early—where our network tariffs are aimed at maximising the year 1 price
decrease.
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- Conduct water skit

The response from all five deliberative-forum locations, independently of each other, was an
overwhelming preference for a ‘steady as it goes’ price path.

Loz s JBwo JSho ¢ dwax]l o dgl W]l olodbedl &3040 gao> oo o3l LS
Il s LS oo U jreddl ylued G lw Jowaas e ¢ gaxza ]



- Show them their results and other on the poster
Participants said this scenario provided:
Pode sy Lol i ol (SO Lae ! JLS
Greater certainty over prices and long-term affordability, which was desirable
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An ‘insurance’ against the potential for future price increases, at a time when other household
bills could be increasing

3ol aud S sddl aledl 8 ¢ Jociiwadl 3y law¥ o Bolo) Jledos! ws Mol L3"
oY ULl 451 48

Greater buying power for those households who will see salary and wage increases over the 5
years, but also helps those more vulnerable households who may not.
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We tested the same proposition with our large (demand) customers at a November 2018 forum.
Large customers have different drivers to residential customers, and often from each other. Seventy-
five per cent of large businesses attending our forum preferred that we recovered our revenue
evenly. However, the remaining customers indicated initial price relief was preferred in the short
term.
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We consider that we can balance the contrasting positions by a price path that:
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is targeted to deliver the ‘steady as it goes’ scenario for residential customers—aiming to keep
retail bills steady by offsetting expected wholesale gas price changes to the extent possible
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We have traditionally recovered around 10% of revenue from our large business (demand)
customers and 90% of our revenue from our residential and commercial customers (volume)
customers. Our approach would maintain this split over the five years of our Draft 2020 Plan, but
create some year-on-year variance from this to best meet customers’ preferences.



9 (oddaldl) 308 olsyadl odae o Ol WSlrdl o 410 I g> Loaudds Loy Sw! ail
jorgin bdloaw L goooSwdl g ooy Lasdh (sdlardl) sdaxdl e LiSdae ol aSLle g 490
Ua_x_:(’u"_x_t_wdi_d_)_g‘2020 boguwo dbhs G0 Of ghdw guas ylae Jde plwd N 1ds e
cedaadl onlpais Judl Gudas del 0o gadw wlel e gulaall

Affordability — Alhoush:

In all our conversations with customers and stakeholders, it has been clear that affordability is a key
priority.

Therefore, when considering our prices—which generate the revenue we require to invest in, and
operate our network—for the next regulatory period, we have prioritised sustainable price
reductions.

Despite the challenges facing gas in NSW—we have been reducing network prices since 2015. We
propose to continue that trend over the next regulatory period. In isolation, our Draft 2020 Plan will
result in bill decreases, excluding the impact of inflation, of 12% over the 2020-25 period. This 5-year
decrease could be delivered by a 3.13% price decrease in 2020-21 and 2.42% decreases in each
subsequent year. In addition, we will return some revenue we were allowed to recover in the
current period.

- We can flip back to the price reduction slide
This will result in an estimated bill decrease of 19% over the 2020-25 period, which could be
delivered by a 10.48% decrease in 2020-21 followed by 2.42% decreases in each subsequent year of

the period.

Our Draft 2020 Plan will deliver real reductions in our network price, which will improve the cost
competitiveness of gas by:

¢ connecting approximately 135,000 new customers to our network, which means we can spread
our costs across a larger customer base;

- Cake exercise

But that’s just 1 of the things we do to get the balance right — some things add cost and other lower
it, let start with some of the things we know we’ll need

- Set up scales with ‘price’ on one side of the scales and maintenance, 3 staff, 2 borrowing
costs and 1 IT on the other side.

- Add on new new pipes

So by adding new customers we increase costs, but we share the costs across more people, but what
can help to reduce the costs

¢ implementing a transformation program to reduce our operating cost base and challenging
ourselves to deliver additional operating cost productivity improvements of 0.5% each year;

- Add an IT and remove 2 staff

¢ reducing the growth in our asset base, which will help to keep prices down over the longer term;



- Remove a pipe

¢ implementing the AER’s rate of return guideline; which sets the amount we pay back our
shareholders for their investment and the amount we pay back banks for the loans we have taken

out
- Remove 1 of the borrowing costs

So some of the things we are doing to prepare for the future add to costs in the short term, but by
looking at other ways to reduce prices we have been able to offer real price reductions.



Fairness - Rasha:

We are developing this 2020 Plan during a period of unprecedented change in the Australian energy
market. Many of these changes have important implications for our customers, and for our business,
both in the short and longer term.

In recent years, we have seen significant growth of the Queensland Liquified Natural Gas (LNG)
export market. In addition, onshore gas development bans. Together, these have put upwards
pressure on east-coast gas supplies and resulted in a step-change in domestic wholesale gas prices.

These factors, amongst others, have contributed to a reduction in the affordability of energy, which
in turn has become a key issue for our customers, politicians and policy makers.

We know from our discussions with customers—of all types—that they do not believe the energy
market is working with their long-term interests in mind. They expect energy companies to be more
transparent and inclusive about their plans.

Throughout our engagement program, our customers told us that they expect us to balance
outcomes fairly for customers across generations, customer types (household and business) and
locations (city and country).

Given the uncertainty of the use of the gas network in the future we are proposing reducing

So we want to take appropriate actions now to respond to uncertainty around the long-term future
of the gas network, so that future customers are not unfairly impacted. This includes a proposals to

speed up the recovery of our new investments.

- Remind them of the cake exercise — if people leave the network it becomes more expensive
for those left on it

This is just 1 initiative in a set of initiatives, but you might remember talking about it, we talked
about 30 years vs 50 years.

- Show them how customer voted on the poster
You agreed with this as well, your views were that 30 years was fairer.
We have taken on that direction — for new assets only.
It’s not as simple as making it 30 years for everything however, as not all pipes last for the same
amount of time, so what we have done is tried to match the recovery period with the useful life of

network.

This does still means that some of the larger pipes will have costs recovered well into the future.
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FEEDBACK
FORM

Please give us your feedback on the form so we can improve for next time!

Event: Jemena Gas

Networks — Arabic
Workshop

Date: Thursday 7 March 2019

Disagree Don’t know

The workshop timing was appropriate

The venue was appropriate 1 2 3
The workshop objectives were clearly stated O 1 Q 2 Q 3
The facilitator presented clearly and logically 1 2 3
The workshop content was interesting Q 1 Q 2 O 3
The facilitator allowed me and others to have a say 1 2 3
There were opportunities for me to participate in

an engaging and appropriate way Q 1 O - O 3

Jemena has been open to my feedback 1 2 3

Do you have any suggestions about how the workshop could have been improved?

What did you value most about today’s workshop?

Do you have any other comments?
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