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Executive Summary
The NSW Government’s Rebuilding NSW plan will be 
funded by the Electricity Networks Transaction as 
outlined in your RFP, referred to as “the Project”.

 

 

Electricity transaction leadership
 

 

 
 

Starting quickly, executing effi ciently
NSW Treasury has many workstreams to manage to 
deliver its part of Rebuilding NSW of which the Project is 
one. Having the scoping study available for Government 
consideration by November is critical. Time is precious.
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2.
To achieve the outcomes in the desired timeframe, we have carefully 
selected a team that combines deep electricity knowledge, technical 
excellence and experience in government transactions.  The full EY 
team is outlined below, the Project Delivery Team (highlighted in grey) 
is 100% available for this Project. Project Delivery Team
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A Sydney based team exclusively 
available to NSW Treasury
The Project Delivery Team are all Sydney 
based and will be immediately available when 
you need them.

To support this we confi rm they will not work 
on any other State network sale. 

They will also be happy to co-locate to NSW  
Treasury offi ces should you require.

Section 5 of the RFP “Proposal Requirements” 
asks for details of key specifi ed personnel 
and a statement in regard to their availability 
and time commitment for the duration of the 
Project, also that other nominated persons 
should also be identifi ed and information 
provided about how their time will be dedicated 
to the Project. For clarity, we respond to this 
request as follows:
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3. Support to Project Delivery Team
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The State has announced its intention to retain an 
interest of 51% in aggregate in the network assets  

 

•  Favourably impact the State’s rating agency 
assessment 

4. Tax, Accounting, Financial, 
Regulatory & Separation Issues
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The control principles within AASB 10 are broadly 
consistent with the Government Finance Statistics 
(GFS) reporting framework.  
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Accounting



Rebuilding NSW

Financial and regulatory
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5. Proposed Approach
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Confl icts of interest
EY has robust client acceptance and confl ict of interest 
procedures. We confi rm that we have completed 
our confl ict check process and have not identifi ed 
any confl icts of interest that would prevent us from 
undertaking the Accounting/Tax Adviser role for you.

As necessary we will set up strict confi dentiality 
protocols to ensure that the interests of all parties are 
protected. This may include (but are not limited to) team 
segregation, confi dentiality protocols and heightened IT 
security.

Dealing with real or apparent confl icts of interest is 
a critical element before accepting any new client or 
engagement. A key part of maintaining independence 
is having a sound process to identify, monitor and 
manage potential confl icts of interest. Our Confl icts of 
Interest policy is embedded in our global culture and 

systems, providing our staff with rigorous principles and 
processes to deliver integrity and comfort in all we do.

We will comply with the Probity Protocols adopted for 
this Project.

Exclusivity
We are pleased to offer you global exclusivity as set 
out in your RFP. This means we will not provide advice 
relating to the Project, either directly or indirectly, to 
any potential bidder, purchaser, lessee, fi nancier or 
other parties in relation to the Project. 

Each practice area in EY is required to identify potential 
engagement opportunities and report these centrally 
and confi dentially before an engagement can be 
accepted. Once a project is marked as “Exclusive” in our 
system, no confl icting assignment is able to be accepted 
anywhere else globally. This ensures exclusivity is 
maintained for the duration of the Project.

7. 

8. 

Absence of Confl icts

Value for Money
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In responding we have complied with all your requirements and include 
a reference table of where you can fi nd our response for your convenience.

9. Compliance with your requests
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Client Project

Vendor Due Diligence
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EY has been engaged by NSW Treasury to analyse the long-term trends in the prices and 
costs of providing electricity network services.

1	 NSW Treasury Media Release, Network savings now  
10 times above target’, 22 November 2013 

Executive summary





This report focuses on electricity network 
prices, or the component of electricity 
bills attributable to the ‘poles and wires’. 
This is made up of two types of networks 
– transmission and distribution — which 
transport electricity from power stations 
to homes. It is also important to note that 
network prices are only part (typically 
between 35-55%) of the final electricity 
bill paid by residential customers (see 
Figures 2 and 3).

Significant reforms to electricity 
networks have been undertaken in some 
States in Australia. For example, Victoria 
and South Australia privatised their 
electricity network businesses in 
1995-1996 and in 1999-2000 
respectively. In the rest of Australia,  
the electricity network businesses remain 
Government-owned. The analysis in this 
report focusses on the long-term trend  
in prices and underlying costs of the 
electricity network businesses in NSW, 
Queensland, Victoria and South 
Australia.

Electricity networks are made up of large 
amounts of infrastructure, which are very 
expensive to build and to operate, and 
have large economies of scale. This 
means that electricity network services 
are most efficiently delivered by one 
supplier. This is what is widely known  
as a natural monopoly.

Prices charged by all electricity network 
businesses in Australia — whether they 
are Government-owned or privately-
owned — are regulated to encourage 
efficient investment in and use of the 
infrastructure and to manage the risk of 
monopoly pricing. In NSW, Queensland, 
Victoria and South Australia the 
electricity networks are regulated by the 
Australian Energy Regulator (the AER), 
an independent Commonwealth agency 
which is part of the Australian 
Competition and Consumer Commission.3 
Network prices are usually set for 5-year 
periods and are based on the regulator’s 
assessment of the efficient and prudent 
cost of meeting required service levels.

3	 The AER commenced regulation of these businesses  
on 1 July 2008. Prior to its establishment, the electricity 
transmission networks were regulated by the Australian 
Competition and Consumer Commission and the electricity 
distribution networks were regulated by State-based 
regulators.	



Trends in network prices and service

4	 The way that retail electricity prices are determined also 
differs by State. Retail prices for small customers consuming 
less than 160 MWh of electricity per annum (which covers 
most residential customers) in Victoria and South Australia 
are not regulated. In NSW and Queensland, retail prices for 
small electricity customers are currently regulated, 
although full deregulation will occur in NSW from  
1 July 2014	











Trends in underlying network costs





8	 This analysis has only been undertaken in South Australia 
for the previous complete regulatory period because there 
has only been one complete regulatory period under 
regulatory decision making. 
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Appendix F - Consultancy Agreement response 
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EY  |  Assurance | Tax | Transactions | Advisory

About EY
EY is a global leader in assurance, tax, transaction and advisory 
services. The insights and quality services we deliver help build trust 
and confidence in the capital markets and in economies the world 
over. We develop outstanding leaders who team to deliver on our 
promises to all of our stakeholders. In so doing, we play a critical 
role in building a better working world for our people, for our 
clients and for our communities.

EY refers to the global organisation, and may refer to one or more, 
of the member firms of Ernst & Young Global Limited, each of which 
is a separate legal entity. Ernst & Young Global Limited, a UK company 
limited by guarantee, does not provide services to clients. For more 
information about our organisation, please visit ey.com.

© 2014 Ernst & Young, Australia.
All Rights Reserved.
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In line with EY’s commitment to minimise its impact on the 
environment, this document has been printed on paper with 
a high recycled content.

The information in this document and in any oral presentations made by EY is confidential to 
EY and should not be disclosed, used, or duplicated in whole or in part for any purpose other 
than the evaluation by NSW Treasury of EY for the purposes of this proposal. If an engagement 
is awarded to EY, the right of NSW Treasury to duplicate, use, or disclose such information will 
be such as may be agreed in the resulting engagement contract. If an engagement is not 
awarded to EY, this document and any duplicate copy thereof must be returned to EY or 
destroyed.

ey.com










































































