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IMPACT & IMPLEMENTATION REPORT – SUMMARY SECTION 
(For AEMO to complete and administer) 

 
Issue Number IN007/18. 

Impacted 
Jurisdiction (s) 

NSW & ACT Gas Retail Markets. 

Proponent Tim Sheridan Company Jemena 

Affected Gas 
Markets(s)  

▪ Retail        
▪ Wholesale 
▪ Bulletin Board 
▪ STTM 

Retail Gas Consultation process 
(Ordinary or 
Expedited) 

Ordinary  

Industry Consultative 
forum(s) used 

GRCF Date Industry 
Consultative 
forum(s)consultation 
concluded 

1/10/2018 

Short Description of 
change(s) 

Proposal to amend the Hot Water Estimation and Substitution 
Methodology as described in the NSW/ACT Retail Market Procedure 
(RMP). 

Procedure(s) or 
Documentation 
impacted 

Refer to documents listed in section 2 of this Impact and 
Implementation Report (IIR). 
 

Summary of the 
change(s) 

Section A2.2 of Attachment 2 of the RMP details the Approved 
Estimation Methodology for Hot Water Meters and Section A3.3 of 
Attachment 3 details the Approved Substitution Methodology for Hot 
Water Meters. Jemena has completed a review of the existing hot 
water estimation and substitution methodology in the NSW/ACT gas 
retail market and identified potential changes to the seasonality factors 
specified in Method W2 of the Retail Market Procedures (RMP).  

I&IR Prepared By Danny McGowan Approved By Michelle Norris 

Date I&IR published 8 October 2018 Date Consultation 
under 135EE or 135EF 
concludes 

2 November 2018 

Contact address for 
written responses  

Danny McGowan, Australian Energy Market Operator, GPO Box 2008, 
Melbourne VIC 3001. 

Email Address for 
Responses 

grcf@aemo.com.au 

Other key contact 
information  

Danny.McGowan@aemo.com.au 

 

mailto:grcf@aemo.com.au
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IMPACT & IMPLEMENTATION REPORT – DETAILED REPORT SECTION 

 

CRITICAL EXAMINATION OF PROPOSAL 

1. Description of 
change(s) and reasons 
for change(s) 

 Description of change:  

Jemena has completed a review of the existing hot water 
estimation and substitution methodology in the NSW/ACT gas 
retail market and identified potential changes to the seasonality 
factors specified in Method W2 of the Retail Market Procedures 
(RMP).  

Current RMP Definition  

Section A2.2 of Attachment 2 of the RMP details the Approved 
Estimation Methodology for Hot Water Meters and Section A3.3 of 
Attachment 3 details the Approved Substitution Methodology for 
Hot Water Meters. 

In summary, there are 3 estimation and substitution method types 
currently used to estimate and substitute hot water meter readings. 

• Method W1: at least 365 days consumption history –  
calculates estimates based on the corresponding same quarter 
for last year’s consumption. e.g: Q2 in 2016 will be used to 
calculate Q2 in 2017. 

• Method W2: <365 days consumption history –  
calculates estimates based on immediately preceding period of 
consumption with weighted seasonality factors. E.g: Q2 in 
2017 relates to Q1 in 2017.  

• Method W3: W1 and W2 cannot be applied –  
calculates estimates by applying the lowest consumption value 
calculated from these 2 methods: a) using an average 
consumption for the grouped sub-meters; or b) using the 
current consumption of plausible reads from the grouped sub-
meters and the master water meter.  

The outcomes from the above calculations are provided to 
Retailers and AEMO via the MeterDataNotification (MDN) 
transaction.  

Proposed Changes 

Amend the seasonality factors for Method W2 as follows: 
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Reasons for change(s) 
These changes are expected to reduce estimation and 
substitution volatility which can lead to higher bills for consumers, 
especially for winter months where estimated consumption may 
have doubled from previous consumption.   

2. Reference 
documentation 

▪ Procedure Reference  

▪ GIP/Specification 
Pack Reference  

▪ Other Reference 

Retail Market Procedures (NSW/ACT) – V18. 

Customer Impact Analysis - Refer to Attachment B. 

Jemena’s Seasonal Factor Analysis Approach - Refer to 
Attachment C.  

Master water meter consumption data - Refer to Attachment D. 

3. The high level details 
of the change(s) to the 
existing Procedures  

This includes: 

▪ A comparison of the 
existing operation of 
the Procedures to the 
proposed change to 
the operation of the 
Procedures 

▪ A marked up version 
of the Procedure 
change (see 
Attachment A) 

Update the Method W2 seasonality factors prescribed in the RMP 
for the hot water estimation and substitution.   

See Attachment A for further details. 

 

4. Explanation regarding 
the order of magnitude of 
the change  

(eg: material, non-
material or non-
substantial) 

AEMO will need to make minor amendments to RMP and in terms 
of system and process changes, Jemena will need to make non-
material system changes. See section 6 of this IIR for further 
details.  
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ASSESSMENT OF LIKELY EFFECT OF PROPOSAL 

5. Overall Industry Cost / 
benefit (tangible / 
intangible / risk) analysis 
and/or cost estimates  

In the Proposed Procedure Change (PPC) that was issued in 
mid-September, AEMO noted that there are no retail market 
process or system impacts for Retailers. None of the responses 
received from the Retailers raised any concerns relating to the 
cost to implement this change. Jemena have indicated their costs 
to be non-material. AEMO’s view is therefore the overall cost to 
implement this change is minimal.       

In terms of benefits, there are no tangible benefits however an 
intangible benefit is more actuate hot water readings for instances 
where estimations are required.  

6. The likely 
implementation effect of 
the change(s) on 
stakeholders  

(e.g. Industry or end-
users) 

The proposed changes are minor drafting amendments to the 
RMP. 

Jemena will need to make non-material system changes to be 
consistent with these proposed seasonality factors.  

There are no changes to the MDN transaction fields or formats 
therefore there are no system or process changes for AEMO or the 
Retailers because of this change. 
 
  

7. Testing requirements None required. 
 

8. AEMO’s preliminary 
assessment of the 
proposal’s compliance 
with section 135EB: 

- consistency with NGL 
and NGR,  

- regard to national gas 
objective 

- regard to any applicable 
access arrangements 

Consistency with NGL and NGR: 

AEMO’s view is that the proposed change is consistent with the 
NGL and NGR. The proposed change promotes consistency 
across four jurisdictions.  

 

National gas objective 

"Promote efficient investment in, and efficient operation and use 
of, natural gas services for the long term interests of consumers of 
natural gas with respect to price, quality, safety, reliability and 
security of supply of natural gas." 

It is AEMO's view that this change removes any costs associated 
with unnecessary differences in process and procedures, and is in 
the long-term interests of consumers as it promotes clarity and 
consistency.   

 

Applicable access arrangements 

AEMO’s view is that the proposed change is not in conflict with 
existing Access Arrangements.  

9. Consultation Forum 
Outcomes 

(e.g. the conclusions 
made on the change(s) 
whether there was 
unanimous approval, any 
dissenting views) 

On 17 September 2018 AEMO published on its website a 
Proposed Procedure Change (PPC) that recommended Section 
A2.2 of Attachment 2 of the RMP details the Approved Estimation 
Methodology for Hot Water Meters and Section A3.3 of Attachment 
3 details the Approved Substitution Methodology for Hot Water 
Meters.  Registered participants and interested stakeholders were 
invited to make submissions which closed on 1 October 2018. 
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AEMO received submissions from AGL, Origin Energy and 
Jemena and all responses supported the implementation of this 
change. See Attachment E for further details.  

 

 

RECOMMENDATION(S) 

10. Should the proposed 
Procedures be made, 
(with or without 
amendments)? 

AEMO recommends that the changes be made as proposed in 
Attachment A.  

11. If applicable, a 
proposed effective date 
for the proposed 
change(s) to take effect 
and justification for that 
timeline. 

Subject to all necessary approval’s AEMO is targeting to 
implement this initiative on 14 December 2018. 

To achieve this AEMO proposes the following timeline 

• Issue IIR on 8 October 2018; 

• Submission on IIR close 2 November 2018; 

• AEMO decision on 19 November 2018; and 

• Effective date 14 December 2018.  
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ATTACHMENT A – DOCUMENTATION CHANGES (SEE SECTION 3) 
Proposed changes: Retail Market Procedures – NSW/ACT 

Blue represents additions Red and strikeout represents deletions – Marked up changes 
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ATTACHMENT B – Customer Impact Analysis (This information supplied by Jemena) 
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ATTACHMENT C – Jemena’s Seasonal Factor Analysis Approach 
(This information supplied by Jemena) 
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ATTACHMENT D – Master water meter consumption data 
(This information supplied by Jemena) 

 

 
 
 
 

Seasonal Factor Data 

to market.xlsx
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ATTACHMENT E – SUBMISSIONS RECEIVED FOR CHANGE IN007-18 

 

 

SUBMISSIONS RELATING TO THE PPC 
General Comments on the PPC 

Sections 1 to 10 of the PPC sets out details of the proposal. Does your organisation support Jemena’ s assessment of the proposal?  
If no, please specify areas in which your organisation disputes Jemena’s assessment (include PPC section reference number) of the proposal and 
include information that supports your organisation rational why you do not support Jemena’s assessment 

 Date Participant Response received  AEMO / Jemena Comment 

1 1 Oct 2018 AGL AGL believes that Jemena’s assessment of the outcome is 
correct, in that customer bills may be less volatile through the 
proposed changes. That’s doesn’t mean that the customers’ 
bills are more accurate. 
AGL analysis of the data provided by Jemena gas indicates 
that while winter usage will be decreased, the summer usage 
will be increased (AGL modelling suggests that this could be up 
as high as 62%). This could lead to bill shock events during this 
period. 
While this may help the end user, this could also create issues 
for retailers as customers churn. 
AGL would like to see a review of these factors take place 16 
months after implementation (to ensure a complete year ‘s 
worth of data is available for analysis) to determine if the 
change is beneficial or causing problems. 

AEMO notes AGL agrees with Jemena’s 
assessment of the outcome and AGLs decision not 
to oppose the implementation of this change.  
 
In relation AGL proposal to review these factors in 
16 months, AEMO has spoken to Jemena and the 
outcome of this discussion is Jemena believes that 
24 months to complete a review is more appropriate 
as it will provide Jemena with more data to analyse 
the effectiveness of the new seasonality factors. 
Jemena has indicated that they would endeavour to 
complete this review within the first 24 months.  
 

2 1 Oct 2018 Origin Origin supports the proposal to amend the HW Estimation 
Methodology 

AEMO acknowledges Origins support 

3 1 Oct 2018 Jemena As the proponent for this RMP change, Jemena Gas Networks 
(JGN) supports the proposed amendments for the following 
reasons: 

• The proposed changes to the seasonality factors for 

Method W2 are expected to result in more accurate 

AEMO notes Jemena’s support and comment that 
the proposed system and process changes are 
deemed to be non-material. 
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SUBMISSIONS RELATING TO THE PPC 

meter reads, leading to less estimation and substitution 

volatility for consumers. 

• The impact for market participants is non-material are 

there is not expected to be any system and process 

changes for Retailers or AEMO.  

• For JGN, the proposed system and process changes 

are deemed to be non-material and can be 

implemented within a short timeframe. 

Specific comments regarding RMPs and GIP/SP 

# Date Participant Issue / Comment  AEMO Comment 

      

      

 

 


