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1. Nature, Scope and Purpose 
The purpose of this document is to set out the Cost Allocation Methodology (“CAM”) adopted by APA Group 
(APA) for regulatory reporting purposes only. This CAM document has been developed with references to the 
Australian Energy Regulator’s (AER) guideline for electricity distribution businesses as set out in “Electricity 
distribution network services providers, cost allocation guidelines” (“CAG”) published in June 20081. The CAG 
has been used as a guide, as there are currently no cost allocation methodology guidelines available for gas 
transmission businesses (see Appendix A for compliance with the guideline structure).  

The purpose of the CAM is to set out the policy for attributing and allocating costs to services in accordance with 
the National Gas Rules (NGR), and for reporting operating and capital costs information to the AER.  

The CAM shall be read in conjunction with the relevant Basis of Preparation for each regulatory reporting regime.  

This document also provides guidance for APA management and staff in relation to regulatory cost allocation 
principles and policies. 

2. Group and Operating structure 

2.1. Group Structure 

APA is listed as a stapled structure on the Australian Securities Exchange (ASX:APA). APA is comprised of two 
registered managed investment schemes – APA Infrastructure Trust (“APA Infra”) and APA Investment Trust 
(“APA Invest”) – and their controlled entities. The securities of APA Infra and APA Invest are stapled together 
and traded on the ASX.  

APA Group Limited is the responsible entity of APA Infra and APA Invest. APA Infrastructure Limited, a company 
wholly owned by APA Infra, is APA’s borrowing entity and the owner of the majority of APA’s operating assets 
and investments.  

 

2.2. Operating Structure 

APA’s business is structured to align with APA’s Purpose and Strategy. APA’s Purpose is “securing Australia’s 
energy future”. APA’s strategy is to be “the partner of choice in delivering infrastructure solutions for the energy 
transition”. 

APA’s business operations are overseen and managed by the CEO & MD, and Group Executives from each of 
APA’s 5 corporate functions alongside the 3 business units which has been described below. 

 
1 See Electricity distribution network service providers, cost allocation guideline: 
https://www.aer.gov.au/system/files/Distribution%20cost%20allocation%20guidelines%20and%20Victorian%20guidelines%2
0%2826%20June%202008%29.pdf 
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Corporate functions  

Sustainability and Corporate Affairs builds and protects APA’s brand, reputation and social licence, while 
shaping an internal and external environment that enables the successful delivery of the APA customer-focused 
growth strategy.  

Legal and Governance functions exist to support APA to manage legal risk through the delivery of independent, 
commercially orientated, cost effective, high quality and timely legal advice and services. This also includes the 
Company Secretariat function.  

Finance & Technology facilitates management decision-making and organisational performance by 
establishing APA accounting policies and governance for the Group’s financial systems, plans, processes and 
procedures.  

People, Safety and Culture provides specialist advice and services to ensure that the organisation has the 
frameworks, policies, systems and processes to provide APA with access to the right talent, at the right time, 
through building a positive culture and employee experience.  

Strategy & Corporate Development facilitates, owns and continuously optimises the corporate strategy 
development process. It also owns, develops, and executes APA’s commercial strategy aligned to the APA 
corporate strategy.  

Business units 

Operations manage a large and growing portfolio of renewables, gas firming generation, and electricity 
transmission infrastructure asset, including more than 15,000 kilometres of gas transmission pipelines; solar and 
wind farms; and gas storage, processing and distribution and electricity transmission infrastructure. 

Infrastructure Delivery exists to ensure the fulfilment of the APA strategy through the effective gaining of access 
and approvals, development and delivery of design, procurement, construction and commissioning of growth 
projects, and the design and implementation of world-class engineering standards. 

Energy Solutions focuses on partnering with existing customers to deliver pipeline transmission and contracted 
Variable Renewable Energy and firming solutions and focus on a large organic development pipeline.  
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5. Cost Allocation Principles and Policies 
The key cost allocation principles that APA applies are as follows:  

• Costs are not allocated more than once;  
• Costs cannot both be treated as directly attributed cost and other directly attributable costs; and  
• Costs are allocated on a causal basis, in instances where direct attribution is not possible.  

The CAM covers attribution of costs to, and allocation of costs between the reference service and non-reference 
services.  

5.1. Overview of Approach  

All costs (operating and capital) are captured in APA’s Enterprise Resource Planning (ERP) system which 
comprises of a number of modules for managing, the recording, processing and reporting of all business 
transactions from initiation through to payment. Costs are captured through cost centres and project reporting. 
The cost centre and project reporting provide details on the activity type of the costs, reflecting categories of 
capital, operating & maintenance activities and services.  

APA attribute costs directly to capital or operating projects, activities and services where possible and 
appropriate. Where costs are shared, and unable to be directly attributed, activity-based costing and appropriate 
cost allocators are used to allocate costs across projects, activities and services.  

5.2. Cost allocation principles  

When assessing APA’s operating and capital costs, the majority of APA’s costs fall within two categories: 

• Directly attributable costs 
• Other directly attributable costs 

 

5.2.1. Directly attributable costs  
Expenses that are clearly associated with a specific pipeline asset. Direct costs are coded to the asset or to a 
project relating to the asset, through creation of a purchase order at the time of purchase or direct employees 
charging their time to the asset or project, using an hourly rate derived from employee payroll costs. 

For example, such costs include the pipeline and materials expenses directly attributed to repair and 
maintenance of a pipeline and the employees who are solely dedicated in providing field services to the pipeline. 

5.2.2. Other directly attributable costs 
Other directly attributable expenses are costs directly attributable to the assets and are incurred by APA’s 
Operation business. In order to give a true reflection of the cost of running an asset, it is necessary to allocate a 
portion of APA Operations costs to the asset. APA Operations costs are reviewed periodically to determine the 
extent to which the business unit’s function has a bearing on the assets.  

Examples of such costs include the allocation of APA’s Integrated Operating Centre (“IOC”) which manages 
APA’s non-scheme and regulated pipelines throughout Australia.  

For other directly attributable costs, APA has utilised (but not limited to) the following cost allocation 
methodologies:  

• Time/effort based – costs associated with operating and capital expenditure services are allocated to 
pipelines or business units based time or effort spent.  

• Customer based – functions supporting commercial operations are allocated based on the number of 
customers or contracts managed.   

• Headcount based – support services are allocated based on the relative headcount of each business 
unit or cost centre. 
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• State based – national services are allocated to pipelines or business units, using a combination of the 
above allocators as appropriate.   

5.3. Shared corporate cost allocation  

Shared corporate costs are costs incurred at the corporate level and provide benefits across the entire business. 
These costs are reported at the consolidated level in APA audited financial statements and are not allocated to 
individual assets within the Group’s financial reporting system.  

Shared corporate costs consist of two components, shared corporate expenditure and shared corporate assets. 

As these costs support the broader APA portfolio, for regulatory purposes, a portion of these costs is reflected 
in the regulatory templates.   

APA has applied an allocation method consistent with the approach previously approved by the AER in previous 
VTS access arrangements and has been consistently applied to other pipelines. 

The allocation methods, described in the following sections, consistently apply to APA entire portfolio of assets, 
including pipelines assets. 

5.3.1. Shared corporate expenditure 
Shared corporate expenditure refers to operating costs incurred at the corporate level from corporate functions 
which support the operations of the APA business, such as:  

• Executive management and administration (including board of directors, chief executive officer, head 
office and administration and people, safety and culture);  

• Legal and corporate affairs (including general counsel, company secretarial and risk management);  
• Finance (including treasury, general financial accounting, general management accounting, financial 

reporting, the provision of financial services such as accounts payable and accounts receivable, tax 
and investor relations); 

• Information and communications technology services (including the operation and maintenance of 
company-wide compatible IT and communications systems, and maintaining IT systems security); and  

• External relations (including government relations, sustainability and corporate affairs, business 
strategy and planning) and contract management.  

APA applies a revenue-based allocation method to allocate shared corporate expenditure across its portfolio of 
assets, based on the following process:  

1. Identification and exclusion of non-attributable expenditure  

APA identifies components of shared corporate expenditure not deemed attributable to its portfolio of assets 
and excludes this expenditure from the total shared corporate expenditure. These include costs, due to the 
nature or function, that do not provide a benefit to the portfolio of existing assets.  

2. Allocation of Wallumbilla Gladstone Pipeline (WGP)  

APA owns, but does not operate, the WGP. In recognition of this, the APA allocates only treasury, 
accounting-related, and other related expenditure to the WGP.  

3. Revenue-based allocation of residual shared corporate expenditure  

The remaining shared corporate expenditure, after the exclusions made in Step 1 and allocations to WGP 
in Step 2, is the “residual shared corporate expenditure” and is allocated to the other assets owned by APA 
(excluding WGP) using revenue as the basis of allocation.  

The revenue used as a cost allocator is the revenue from contracts with customers of the energy infrastructure 
segment, excluding pass-through revenue, and a portion of the revenue from contracts with customers of the 
asset management segment, as reported in APA’s financial statements.  
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5.4. Attribution of costs and allocation of costs between the reference 
service and non-reference service 

Each access arrangement determination stipulates the costs attributed to the Reference services and Non-
Reference Services. Each service provider attributes all costs to the Reference Service and Non-Reference 
service in accordance with the allocation methodology applied in the access arrangement.  

5.4.1. Specific to VTS 
In the case of the VTS, the access arrangement process approves the allocation of costs between the VTS and 
the unregulated Victorian metering business, and the non-scheme Brooklyn to Altona (Qenos) Pipeline. 

5.5. Cost to services allocation 

5.5.1. Specific to VTS 
Under the market carriage model, the VTS provides only one service, the Tariffed Transmission Service.  There 
are no other services available.  Accordingly, all costs are attribute to the single Tariffed Transmission Service. 
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6. Records Management  
The information reported is sourced from the service provider’s audited statutory trial balance at the pipeline 
level, which is extracted from APA ERP system. The ERP system is the source of financial data used and 
underpins the reported amounts in the reporting financial template.  

The trial balance reflects the finalised general ledger balances for the periods presented in reporting template 
and includes all accounting adjustments and accruals consistent with applicable accounting standards. 
Information has been extracted and reclassified, where necessary to align with the requirements of the CAG. 
The information reported in the trial balance is traceable to the ERP records and ultimately to the relevant 
supporting documentation.  

APA records of cost attribution and allocations are maintained as follows:  

• All base financial records are extracted from APA’s ERP systems;  
• APA’s statutory financial statements and associated accounting records will form the foundation for all 

reporting requirements;  
• Analytical templates and work papers prepared for regulatory reporting; 
• All records will be kept for at least seven years from the date of each regulatory submission; and  
• All records will be available to independent auditors and the AER.  

These records will be maintained to:  

• Demonstrate the attribution costs to, or allocation of costs between APA’s assets;  
• Allow attributions or allocations to be audited or otherwise verified by a third party, including the AER. 

 

7. Compliance 
The CAM will be the primary guide for cost allocation for regulatory reporting purposes. It is primarily used for all 
forms of regulatory reporting in determining the appropriate costs to support and substantiate access 
arrangement submissions to the AER.  

APA will monitor its compliance with the CAM by undertaking internal annual reviews of its cost allocation models, 
template and work papers and ensuring the APA Cost Allocation Methodology is up to date. This review is to be 
undertaken by the Regulatory Reporting Team.  

In accordance with Appendix D - Assurance obligations, of the AER’s Pipeline Information Disclosure Guidelines, 
the AER requires this documentation to be reviewed as part of its assurance process.  Please refer to Appendix 
B for the audit report.  

The AER may require external auditors to review or audit the financial data contained in the Regulatory 
Information Notice (RIN) for compliance with the CAM prior to it being submitted to the AER. APA engages 
independent auditors to audit the annual statutory financial statements, internal controls and the regulatory 
reporting templates, which have all utilised the CAM as part of their preparation.  

APA has ongoing annual internal and external audit programs that are in addition to those specified above.   
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Appendix B 

B.1 Audit Report
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