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1.1

1.2

1.3

Introduction

Purpose

This AA Information is submitted to the Regulator in accordance with section
2.28 of the Code.

GasNet has lodged with the Regulator the GasNet Access Arrangement in
relation to the PTS to apply in the Third Access Arrangement Period
commencing on 1 January 2008.

The purpose of this AA Information is to assist Users and Prospective Users to
understand the derivation of the elements of GasNet’s Access Arrangement.

This AA Information addresses the categories of information in Attachment A of
the Code, except information in relation to the total number of customers in each
pricing zone, service or category of asset.

Relationship with Access Arrangement Submission

To reduce the repetition of information between the Submission and this AA
Information, GasNet has included minimal discussion of Code principles in this

.AA Information. As a result, this AA Information is limited to relevant

statistical data supporting GasNet’s Access Arrangement for the Third Access
Arrangement Period.

Description of PTS

A description of the PTS is contained in section 3.2 of the Submission. In
addition, a map of the PTS together with a description of the PTS pipelines is
contained in Schedule 1 to this AA Information.
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2 Capital Base

21 Rolled Forward Capital Base

Table 2.1 sets out how the Capital Base was adjusted over the Second Access
Arrangement Period,

Table 2-1: Rolled Forward Capital Base (Nominal $ million) .

Year ending 31 2003 2004 2005 | 2006 | 2007
December ;

Opening Capital Base 496.18 487.97 479.47 473.65 | 476.10
Inflation on Opening

Capital Base 11.90 12.42 13.42 1540 | 16.28
Depreciation allowance!” | -20.61 -21.60 2281 2392 | 2441
Capital expenditure!!’® 0.50 0.70 3.57 1097 | 92.54
Disposals/Redundancies™! 0.00 -0.02 0.00 0.00 0.00
Closing Capital Base 487.97 479.47 473.65 | 476.10 | 560.51
Adjustment for 2002

capex overestimate -0.11
Adjustment for 2002

inflation underestimate 0.34
Adjusted Closing

Capital Base 560.74

( Depreciation allowance, Capital expenditure and Disposals are in end of year dollars.
@ Includes interest during construction

Note: Opening Capital Base for 2003 is different from Forecast Opening Capital Base from last AAI
due to actual CPI and capex for 2002,

2.2 Accumulated Depreciation

Accumulated depreciation of the Capital Base to 31 December 2007 is shown in
Table 2-2 below.

Table 2-2: Accumulated Depreciation (Nominal $ million)

Accumulated deprecation as at 1 January 2003 306.7
Plus depreciation for period 1 January 2003 to 31 1134
December 2007
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Accumulated Depreciation as at 31 December 2007 420.1

2.3 Summary of Capital Base

Table 2-3 describes the Capital Base (by category of asset) at the
commencement of the Second Access Arrangement Period. These figures are in
nominal dollars assuming actual CPI from 1 January 2003 and 3.09% CPI
forecast from 31 December 2006.

Table 2-3: Capital Base as at 1 January 2008 (Nominal $ million)

Facility Category
Pipelines 447.06
Compressors ‘ 75.39
City Gates & Field Regulators 25.26
Odourant Plants 0.19
Gas Quality 0.40
Other 2,79
General Land & Building 9.66
Total 560.74
3 Revenue Requirement

3.1 Total Revenue

GasNet has used the Building Block methodology for determining its Total
Revenue requirement as set out in section 8 of the Submission.

3.2 Rate of return

GasNet’s proposals for the various parameters of the cost of capital are provided
in Table 3-1. These are discussed in further detail in section 6.4 of the
Submission.
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Table 3-1;: WACC Parameters

WACC Parameter

Real risk-free interest rate 3.52%

Nominal risk-free interest rate 6.29%

Bond Maturity Period 10 years

Bond type Commonwealth Bonds

Bond calculation and debt margin period

40 days ending on 31st March 2008

Forecast Inflation

2.68%

Inflation selection period

10 years {(consistent with bond

maturity period)
Debt margin 2.99%
Credit rating BBB+
Debt raising costs 0.104%
Cost of Debt 9.38%
Market risk premium 6.0%
Gearing Ratio (debt : equity) 60:40
Value of Imputation Credits (zamma) 50%
Equity beta 1
Return to’Equity 12.29%
Nominal Vanilla WACC 10.55%
Real Vanilla WACC 7.67%

3.3 Depreciation Allowance
3.3.1 Asset Categories and Technical Life

Table 3-2 shows the defined asset groups and technical lives adopted for each
group. GasNet proposes to retain the same technical and economic lives
approved at the commencement of the Second Access Arrangement Period, with
only minor modifications, as discussed in sections 8.2 and 8.3 of the
Submission,
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Table 3-2: Assets categories

Asset category Technical life
Compressor stations 30 years
Heaters 20 years
Regulators 30 years
Pipeli'nes 60 years
Telemetry equipment 10 years
Buildings 60 years
Land N/A
Office equipment 5 years

3.3.2 Economic Life

The proposed economic lives of the Pipeline asset groups is shown in Table 3-3.
GasNet proposes to retain the approach used in the Second Access Arrangement
Period for the Third Access Arrangement Period except for the Murray Valley
Pipeline where the economic life has been extended from 2033 to 2054.

Table 3-3 Remaining Economic Life by Pipeline Group

Murray Valley Pipeline

Pipeline Group End of Life
Longford 2023
SWP 2052
Rest of Existing System 2033
2054

New Pipelines

55 years after
commissioning

3.3.3 Depreciation Schedule

Table 3-4 below shows the calculated depreciation allowance for each class of
asset and the total depreciation allowance that has been included in the Total
Revenue. As discussed in section 8.2 of the Submission, these are based on the
existing CCA framework utilising a real Rate of Return to calculate revenue.

GasNet Australia Access Arrangement Information
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3.4

3.5

Table 3-4: Depreciation Allowance by Asset Category (Nominal $ million)

Year ending 31 December 2008 2009 2010 2011 2012
Pipelines 19.38 20.57 21.38 21.98 22.59
Compressors 4.94 7.14 8.95 940 9.94 -
City Gates & Field Regulators 1.24 1.54 1.6l 1.65 1.66
Odourant Plants 0.01 0.01 0.01 0.02 0.02
Gas Quality 0.10 0.11 0.11 0.12 0.14
Other 0.78 0.85 0.89 0.56 0.54
General Building 0.26 0.32 0.32 0.35 0.38
Total 26.72 "30.53 3327 34.07 35.26
Inflation

Consistent with section 8.5A of the Code, the Reference Tariffs have been

calculated so as to deal with the effects of inflation as discussed in section 8.2 of
the Submission. As GasNet has adopted a real Rate of Return methodology, the
Reference Tariffs incorporate an escalation of the Capital Base each year, taking
into account depreciation in the preceding year.

Non-Capital Costs

3.5.1 Code requirements

The Code (sections 8.36 and 8.37) allows the recovery of all operating,
maintenance and other non capital costs that would be incurred by a prudent

Service Provider, acting efficiently and in accordance with good industry

practice, in providing the Reference Service.

3.5.2  Operating costs

All of GasNet’s operating costs except for compressor fuel, odorant and
electricity used at compressor station operations are fixed in nature. GasNet’s
forecast operating costs for the period 2008 to 2012 are shown in Table 3-5

below.

Table 3-5: Total Forecast Non Capital Costs 2008-2012 ($m 2006 (July))

2008 2009 2010 2011 2012
$2006 (Jul) 20.93 20.93 20.93 20.93 20.93
Base Forecast
Scope Changes 0.87 1.00 1.00 1.00 1.01
GasNet Australia Access Arrangement Information 7
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Workload Changes 0.50 1.07 1,13 1.18 1.23
(excluding fuel gas)

Incremental Labour 0.62 0.94 1.26 1.60 1.95
SUB-TOTAL 24.45 2537 25.82 2627 26.81
Benefit Sharing 0.90 -0.69 -1.59 -0.85 0.00
Allowance

Reset Costs 0.95

K factor carry over® 0.71

Asymmetric Risk™ 0.18 0.18 0.18 0.18 0.18
Equity Raising Costs™ 0.48 (.48 0.48 0.48 0.48
Other Allowances™ 0.22 0.23 0.23 0.23 0.23
Sub-total 3.44 0.20 -0.70 0.04 0.89
TOTAL NON 27.89 25.57 25.12 26.31 27.70
CAPITAL COSTS

@) Restated from December 2007 dollars.

® Return on tinepack and inventories.

These operating costs comprise a range of cost components, allocated as shown

in Table 3-6 below.,
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Table 3-6: Components of Forecast Operating Costs 2008-2012

($ 2006 million)

| Cost Category 2008 2009 2010 2011 2012
Labour 12.29 12.92 13.20 13.41 13.58
Materials 1.02 1.08 1.08 1.09 1.12
Outside Services 325 3.45 3.48 3.53 3.61
Fuel Gas 277 2.75 2.89 3.03 3.19
Other ' 5.12 5.17 507 5.21 531
Total 24.45 25.37 25.82 26.27 26.81

3.5.3 K Factor carry over

Refer to section 9.4 of the Submission for further explanation.

3.5.4 Benefit sharing allowance

GasNet has included in its revenue requirement an allowance reflecting
efficiency gains made in the Second Access Arrangement Period. Table 3-7

shows the benefit sharing allowance for the Third Access Arrangement Period.

Table 3-7: Benefit sharing allowance ($2006 million)

2008 2009 2010 2011

Benefit sharing allowance 0.90 -0.69 -1.59 -0.85

Refer to section 9.5 of the Submission in relation to the calculation of the benefit
sharing allowance.

3.5.5 Asymmetric risk allowance
GasNet has included in its cost of service an allowance reflecting the following

asymmetric risks downside that are not adequately reflected elsewhere in the
Total Revenue calculation. Table 3-8 below details each category of asymmetric

risk.
Table 3-8: Categories of Asymmetric risk (§ 2007 p.a.)
Asymmetric Risk Allowancé
Uplift Liability 65,000
Employment practices risk 32,000
Fraud Risk 52,000
Key person risk 37,500

GasNet Australia Access Arrangement Information .9
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3.6

Insurer’s Credit Risk

1,600

Bomb Threat & Extortion

1,400

Total

189,500

3.5.6  Other allowances (cost of maintaining linepack and inventories)

As discussed in section 9.8 of the Submission, GasNet’s other allowance
consists of the following costs:

(a)
(b)

investment in passive linepack gas; and

emergencies and standard maintenance activities).

inventories (ie the cost of holding spares and materials to deal with

Table 3-9 shows the costs associated with each of these items and the forecast
return on these other allowances for the period 2008 to 2012,

Table 3-9: Forecast return on working capital (32006 July million)

2008 2009 2010 2011 2012
Return on linepack 0.18 0.18 0.18 0.18 0.18
Return on 0.05 0.05 0.05 0.05 0.05
nventories
Total 0.22 0.23 0.23 0.23 0.23

Forecast Capital Expenditure

The forecast capital expenditure for the Third Access Arrangement Perjod is set
out in Table 3-10. An explanation of each of the items identified in Table 3-10

is provided in section 7 of the Submission.

Table 3-10: Forecast Capital Expenditure ($2006 Dec million)

GasNet Australia Access Arrangement Information

2008 2009 2010 2011 2012
Augmentations
Northern Zone 79.03
Warragul . 1 46
{Recoverable portion)
Pakenham 1.22
Eig)ecﬁzn Lara {Corio) 2101
Total augmentations 21.01 81.70 0 0 0
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3.7

2008 2009 2010 2011 2012
Refurbishments and
Upgrades
Gas heating facilities 5.68 .61
City gate works 5.85
Pipeline upgrades 205 3.73 0.49 0.89 0.49
Safety and Security 5.04 1.24 0.40 0.40 0.58
systems
Gogdmg COMpPressor 591
station
Brooklyn compressor 0.86 37.59 11.81
station
Wo}lert COMpPressor 0.005
station
Other compressor 0.35 0.68 1.62
stations
Other 1.72 0.36 0.40 0.76 0.66
Total refurbishments | ;.0 1 459, 129 13.86 3.34
and upgrades
Total capex 44.77 126.91 1.29 13.86 3.34

Note: Excludes interest during construction

Summary of components of revenue requirement

Table 3-11 summarises each of the components that make up GasNet’s revenue
requirements (Building Blocks Revenue).

Table 3-11: Summary of components of the revenue requirement

($2006 Dec million)

Components of

Revenue ‘

Requirement 2008 2009 2010 2011 2012

Return on assets $43.69 $48.54 §51.42 $49.73 $48.12

Depreciation $25.27 $28.13 $29.85 $29.77 $30.01

Non-capital costs $27.61 $25.35 $24.91 $26.09 $27.47

Net tax liability 0.00 0.00 0.00 0.00 173

Total revenue

requirement $96.57 $102.01 $106.18 $105.60 $107.34
GasNet Australia Access Arrangement Information 11
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The target revenue for the period 2008 to 2012 is set out in Table 3-12.

Table 3-12: Target Revenue ($2006 Dec million)

Year ending 31 December 2008 2009 2010 2011 2012
Revenue Requirement ($m) $96.57 5102.01 $106.18 $105.60 $107.34
Forecast Revenue ($m) $96.28 $98.86 $102.79 $108.28 $112.71

4 Volume Forecasts

4.1 Peak demand 2003-2007
The peak demand and total annual delivered volume for the period 2003-2007 is
set out in Table 4-1.
Table 4-1: Historical volumes 2003-2007"
Demand and volume 2003 2004 2005 2006 2007
Peak Demand TI/d 1233 1239 1248 1259 1278
10 Peak Days Injection (TJ) 10,413 | 10,536 | 10,501 | 11,571 | 12,022
Annual volume (PI) 213.4 2253 2044 224.6 2398
4.2 Peak demand 2008-2012

The forecast peak demand and total annual delivered volume for the period 2008

to 2012 is set out in Table 4-2,

Table 4-2 Forecast demand 2008-20122

Demand and 2008 2009 20106 2011 2012
Volume

Peak Demand (TJ/d) 1233 1236 1245 1253 1267
10 Peak Days 11,426 11,482 11,564 11,645 11,769
Injection (TI}

Annual Volume (PJ) 228.4 220.0 219.6 225.2 2292

' The historical volumes are not weather normalised and exclude refill volumes.
The forecast volumes have been weather normalised.
GasNet Australia Access Arrangement information 12




4.3 System load profile
The system load profiles in each pricing zone during 2006 is shown in section 1
of Schedule 2.
4.4 Annual volume across each pricing zone
The actual and forecast annual volumes across each pricing zone is set out in
sections 2 to 4 of Schedule 2.
5  Reference Tariff Calculation
Refer to section 11 of the Submission for a discussion of GasNet’s Reference
Tariff methodology.
6 Key Performance Indicators
Table 6.1 sets out comparative key performance indicators.
Table 6-1: Comparative KPIs
Pipeline Opex/ORC Opex/km (3)
Moomba Sydney Pipeline 1.80% 9,404
Roma to Brisbane Pipeline 2.05% 9,691
Dampier Bunbury Pipeline 2.18% 21,677
Moomba Adelaide Pipeline 2.41% 15,262
Goldfields Gas Pipeline 3.20% 10,450
GasNet 2008 2.22% 11,221
GasNet 2012 2.12% 12,195
Refer to section 13 of the Submission for a discussion of GasNet’s key
performance indicators.
7 Price Control
71 Temperature Sensitivity

The target temperature sensitivity (TI/EDD) for the period 2008 to 2012 is set
out in Table 7-1.

Table 7-1: Temperature Sensitivity (TJ/EDD)

Temperature 2008 2009 2010 2011 2012
Sensitivity

447 44.7 45.1 45.6 45.6

GasNet Australia Access Arrangement Information 13




7.2 Effective Degree Days _
The EDD for the period 2008 to 2012 is set out in Table 7-2.
Table 7-2: Effective Degree Days
EDD 2008 2009 2010 2011 2012
1340 1340 1340 - 1340 1340
8 Interpretation
8.1 Reference to Access Arrangement
Terms that are capitalised but not otherwise defined in this AA Information have
the meaning given in the Code, the Access Arrangement or the Submission (as
applicable).
8.2 Glossary

AA Information means this Access Arrangement Information in support of
GasNet’s Access Arrangement for the Third Access Arrangement Period lodged
with the Regulator.

CCA means current cost accounting,

Code means the National Third Party Access Code for Natural Gas Pipeline
Systems.

EDD means Effective Degree Days as defined in the VENCin 2006 APR.

GasNet means, subject to section 1.3.4 of the Submission, GasNet Australia
(Operations) Pty Ltd ABN 65 083 009 278. ‘

Interconnect Pipeline means the pipeline constructed by GasNet from
Barnawartha in Victoria to Culcaimn in New South Wales.

PTS means the Gas Transmission System as defined in the Service Envelope
Agreement.

Regulator means the Relevant Regulator under the Code which is currently the
Australian Competition and Consumer Regulator.

Second Access Arrangement means the access arrangement (inchuding any
revisions) for the Second Access Arrangement Period.

Second Access Arrangement Period means the Access Arrangement Period
commencing on 1 January 2003 and ending on 31 December 2007 relating to
access arrangement (including any revisions) for the Second Access
Arrangement Period.

GasNet Australia Access Arrangement Information 14




Submission means the access arrangement submission (and all schedules and
annexures) in support of GasNet’s Access Arrangement for the Third Access
Arrangement Period dated 14 May 2007.

SWP means the pipelines in Southwest Victoria comprising the South West

- Link (from Lara near Geelong to Iona near Port Campbell), the Western System
Link (from Iona to North Paaratte, both near Port Campbell) and associated
facilities, including the Lara, Iona and Brooklyn city gates and the Iona
compressor station.

Third Access Arrangement Period means the Access Arrangement Period for
GasNet commencing on 1 January 2008 and ending on 31 December 2012.

VENCorp means Victorian Energy Networks Corporation.

VENCorp APR means the Annual Gas Planning Report for the forecast period
2007-2011, prepared by VENCorp and published in November 2006.

WACC means weighted average cost of capital.

WUGS means the Western Underground Gas Storage located at Iona.

GasNet Australia Access Arrangement Information 15
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2 Description of pipelines

111?22:::: Location/Route L&:ln%;h Pipe (II:lilanl;leter 1\2113,(:)[’
Longford to Dandenong and
Wollert System
Vic:68 Healesville-Koo-Wee-Rup Rd 1.2 80 2760
Vie:91 Anderson St, Warragul 4.8 100 2760
Vic:107 Pound Rd to Tuckers Rd 2.0 100 2760
Vie:50 Supply to Jeeralang 0.4 300 2760
Vic:50 Morwell to Dandenong 126.8 450 2760
Vie:75 Longford to Dandenong 1742 750 6890
Vie:117 Rosedale to Tyers 34.3 750 7070
Vie:120 Longford to Rosedale 30.5 750 7070
Vic:135 Bunyip to Pakenham 18.7 750 7070
Vic:141 Pakenham to Wollert 93.1 750 6890
Vie:121 Tyers to Morwell 157 500 7070
Vie:67 Maryvale 5.4 150 6890
Wollert to Wodonga/Echuca/
Bendigo System
Vic:101 Keon Park to Wollert 14.1 600 2760
Vie:202 Keon Park East - Keon Park West 0.6 450 2760
Vice:101 Wollert to Wodonga 2694 300 7400
Vic:101 Euroa to Shepparton 345 200 7400
Vic:132 Shepparton to Tatura 16.2 200 7390
Vic:136 Tatura to Kyabram 213 200 7390
Vic:152 Kyabram to Echuca 30.7 150 7390
Vie:143 Wandong to Kyneton 59.5 300 7390
Vic:128 Mt Franklin to Kyneton 24,5 300 7390
Vic:131 Mt Franklin to Bendigo 50.8 300 7390
Vic:78 Ballan to Bendigo 90.8 150 7390
Vic:125 Guildford to Maryborough 31.4 150 7390
Vie:238 Somerton Pipeline 34 250 2760
Vie:176 Chiltern Valley to Rutherglen 14.7 200 7400
Vie:182 Rutherglen to Koonoomoo 88.8 200 7400
Vie:178 Barnawartha to Murray River 5.5 450 10200
NSW:24 Murray River to Culeaim 57.0 450 10200
GasNet Australia Access Arrangement Information 17




Pipeline Location/Route Length Pipe Diameter MAOP
Licence (km) {mm) (kPa)
Brooklyn to Ballarat System '

Vic:78 Brooklyn to Ballan 66.6 200 7390

Vic:78 Ballan to Ballarat 22.7 150 7390
Vic:134 Ballan to Ballarat 22.8 300 7390
Vie:122 Derrimut to Sunbury 24.0 150 7390

Brooklyn to Geelong System

Vic:&1 Brooklyn to Corio 50.7 350 7390
Vie:162 Laverton to BHP 1.6 150 2760
Vie:253 Lateral to Snowy Hydro 1.6 350 10,200
Vic:266 Brooklyn to Lara 58.0 500 10,200

Dandenong to West Melbourne /
Brooklyn System

Vic:36 Dandenong to West Melbourne 36.2 750 2760
Vic:108 South Melbourne to Brooktyn 12.8 750 2760
Vie:129 Princess Hwy to Henty St 02 500 2760
Vie:129 Dandenong to Princess Hwy 5.0 750 2760

Vic:36 Princess Hwy to Regent St 0.8 200 2760
Vic:164 Supply to Bay St To Unichema 04 150 2760
Vic:124 Supply to Newport Power Station 1 450 2760

Western Network

Vic:145 Paaratte to Allansford 333 150 7400
Vic:155 Allansford to Portland 1004 150 9890
Vie:168 Curdievale to Cobden 27.7 150 9890
Vie:171 Codrington to Hamilton 54.6 150 9890
Vie:212 Lateral to Iluka Plant 1.1 100 9,890

South West Pipeline

Vic:227 lona to Paaratte 7.8 150 7400
Vie:231 Iona to Lara 1439 500 10200
GasNet Australia Access Arrangement Information 18
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