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Dear Mr P rce
Submission on cross period revenue smoothing (Gas) draft rule

The Australian Energy Regulator (AER) welcomes the opportunity to comment on the
draft rule made by the Australian Energy Market Commission (AEMC) regarding revenue
smoothing across gas access arrangement periods.’

We support the aim of the draft rule to reduce the price/revenue volatility that may arise
from the outcome of the remittal process. We also agree with enabling smoothing of
these price/revenue adjustments over two access arrangement periods, as it would
provide greater scope to achieve the aim of minimising price volatility.

We also support the AEMC’s draft rule, which is a more preferable rule. We consider it
continues the simple, clear and principles-based drafting style adopted by JGN in its
original proposed rule.? We are pleased the draft rule requires the revenue smoothing
process to have regard to a revenue recovery principle.® We consider this principle is
important in ensuring JGN is able to recover only the revenue to which it is entitled and
should not receive any windfall gains or losses from the revenue smoothing process.

In our view, the draft rule would enable the AER, JGN and other stakeholders to facilitate
the aim of minimising price volatility. At the same time, it provides flexibility to deal with
unforeseen factors that may arise out of the remittal and/or revenue smoothing process.

From our discussions, we understand JGN will likely make suggestions regarding the
drafting of particular provisions in the draft rule. We would be happy to continue
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providing assistance to the AEMC regarding the drafting of the final rule regarding these
or any other matters.

Yours sincerel A

O Yt

Chris Patfés
General Manager
Networks (Pricing, Policy and Compliance)




