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Overview  
 

The Australian Energy Regulator (AER) released the Annual Regulatory Information Notice 
(RIN) for Australian Gas Networks (AGN) South Australian (SA) gas distribution networks on 
2 March 2020 under Section 46 of National Gas Law (NGL), which requires AGN SA to 
provide the information and prepare and maintain the information in the manner and form 
specified in the RIN. 

The RIN issued by the AER requires AGN SA to submit the information to the AER on or 
before 5 pm Australian Eastern Standard Time on the following date:  

• 30 November 2025 - Workbook 2 – Annual Performance Data (for regulatory year 
2024/25). NOTE: AGN’s submission will be on 28 November 2025. 
 

Basis of Preparation  

In accordance with the requirements of Section 1.2 of Schedule 2 of the RIN, AGN is 
required to prepare a Basis of Preparation, which must for all information: 

• demonstrate how the information provided is consistent with the requirements of the 
RIN; 

• explain the source from which AGN used to provide the information;  
• explain the methodology AGN has applied to provide the required information, 

including any assumptions AGN has made;  
• explain where actual information could not be provided and explain why the estimate 

was required and the basis for the estimate; and  
• explain, in circumstances where the pipeline service provider provides a ‘Null’ 

response as an input for a variable, why AGN believes the variable is not applicable.  
 

To satisfy the requirements of the RIN, AGN has prepared a Basis of Preparation (this 
document) which is structured to reflect the same section headings used in the relevant 
workbooks with a table to include the following details to support the information provided:  

• data source of the information provided;  
• methodology and assumptions adopted to prepare the information;  
• classification as actual or estimated information, including appropriate justification if 

estimated; and  
• any additional comments to assist users of the information to understand the Basis 

of Preparation. 
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Appendix A: Cost Collection and Reporting Process - Capex 
The following description of AGN Limited’s cost collection process is current for this year, 2024/25, and remains effective for future regulatory 
reporting periods, subject to amendment. 
 
Source of financial data 

Financial data for this Annual RIN was sourced from AGN Limited’s finance system (SAP S/4HANA) and from other information provided by AGN 
Limited’s principal capital delivery contractor, APA Asset Management (APA).  AGN Limited utilises Excel spreadsheets to consolidate detailed financial 
information provided by APA with information from its own finance system and to undertake cost allocation processes, for the purpose of producing 
the data required to complete the AER regulatory templates.  This information and the associated processes are explained further below. 

AGN Limited’s capital delivery contractor (APA) 

The delivery of AGN Limited’s distribution network capex program is out-sourced to APA under an operating and management agreement.  This 
arrangement (the ‘OMA’) commenced on 2 July 2007 and has continued since that time.  

APA charges AGN Limited for these services on a ‘cost pass-through’ basis each month, plus the agreed Network Management Fee (NMF). The NMF 
represents APA’s margin under the agreement.   

APA’s business support and overhead costs are allocated to capital expenditure in accordance with the processes outlined in the AGN Limited Cost 
Allocation Methodology (CAM), AGN Limited’s Regulatory Accounting Principles and Policies and Capitalisation Policy documents. 

Source of financial data provided by APA 

APA uses an ERP system Workday (formerly Oracle) and an asset management system, Maximo to capture costs which are assigned to master data 
identifiers activities and expense types.  In addition, with the use of additional master data identifiers (i.e. project codes and cost centres) APA 
records its expenditure against specific scheme or non-scheme gas pipelines operated by AGN Limited in each state and to relevant regions within 
each state (also referred to as business zones). 

APA provides detailed information about capital expenditure on AGN Limited’s scheme and non-scheme pipelines directly from Workday.  The output 
created from this is known as the Ring-Fenced Accounts (RFA). The RFA is prepared by APA each half year and reports on all expenditure (operating 
and capital), including the capitalisation of support and shared business costs and allocations into each of AGN Limited’s scheme and non-scheme 
business zones. The RFAs have been and continue to be a key source of data for regulatory reporting purposes. Amongst other things, capital 
expenditure information from the RFAs is used to reconcile to the additions to the fixed assets register for the South Australian network.   
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In addition to the RFA, APA provide a greater level of detail that underpins the SA regulated capital in Excel spreadsheet which is referred to as the 
Capex Data Model and is generated directly from Workday.   

AGN Limited fully reconciles all sources of capital expenditure reporting provided by APA with its own SAP S/4HANA general ledger, separate billing 
data received from APA and with reporting provided in the AER regulatory templates.  

AGN Limited business systems and cost capture 

In AGN’s ERP, SAP S/4HANA, costs are captured by general ledger account code and cost centre or WBS (works breakdown structure). Each cost 
centre is assigned a Department (Reg=Regulated, Light Reg=Light Regulation, Unreg= Unregulated or NS=Non-Specific) and a Region (SA, QLD, 
VIC, NSW, ALBURY, NT and NS (Non-specific)). These additional cost centre fields allow the costs to be identified for each of AGN ‘s scheme and non-
scheme pipelines.  Cost centres with a “NS” Department are deemed more support in nature i.e. Finance, IT, Treasury, Corporate, People and 
Culture, OHS etc and as such, the costs recorded against these cost centres are then allocated across AGN’s networks. 

With the implementation of SAP S/4HANA, AGN utilises the general ledger, accounts payable and project modules. Given the arrangement with APA, 
they are contracted to maintain our fixed assets and accounts receivable/billing/revenue data. 

Monthly charges invoiced from APA are recorded in AGN’s general ledger via journal entries which assign costs to general ledger account codes, cost 
centres and WBS’s.  These entries provide control totals against which separate reporting provided by APA, including Monthly Management and 
Operating Reports, can be reconciled.   

The detailed view of network capital expenditure delivered by APA is provided via separate reporting outside of AGN’s core finance systems, as 
described above (e.g. the Ring-Fenced Accounts, via Workday and the Capex Data Model in Microsoft Excel format).  This information is used to 
complete the AER’s financial reporting templates. 

Adjustments are made by AGN to the network capital expenditure reported by APA which are recorded in the Excel spreadsheets that form the 
working papers which support the data reported in the regulatory templates.   

AGN’s internal non-network capital expenditure, primarily relating to corporate ICT systems and office furniture and fittings, is captured in the projects 
module in SAP S/4HANA and assigned a project and WBS (work breakdown structure) code. The related WBS’s begin with “CIT” – capital IT or “COT” 
Capital Other. Detailed transaction reports are generated from the projects module and exported to Excel spreadsheets and then the project 
expenditure is allocated across AGN’s scheme and non-scheme business zones. The allocation of AGN’s ICT systems and office furniture and fittings is 
based on the allocator “Total Customers (excl. Small Pipelines)”. 

ICT related Capex is reported in tab E1. Expenditure Summary (Table E1.1.1 – Capex – Reference Services - ICT) and tab F2. Capex (Table F2.4.2 - 
Capex by Asset Class – Actual – As Incurred – IT system) in the Annual RIN templates. 
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Office furniture and fixtures related Capex is reported in tab E1. Expenditure Summary (Table E1.1.1 – Capex – Reference Service – Other Capex) and 
tab F2. Capex (Table F2.4.2 - Capex by Asset Class – Actual – As Incurred – Other non-distribution equipment) in the Annual RIN templates. 

AGN does not capitalise any of its general corporate management and administration costs for regulatory accounting purposes, unless it can be 
specifically linked to a capital activity (e.g. a corporate IT project).  Refer Regulatory Accounting and Principles Policy document, section 7.2.4 and 
8.0. 

Reconciliation of data and information reported to the AER 

As already mentioned above, AGN Limited fully reconciles all sources of capital expenditure reporting provided by APA, back to control totals in its 
own SAP S/HANA general ledger, additions to the fixed assets register for South Australia and separate invoices received from APA which are entered 
into the general ledger.  AGN also reconciles the movements in the SAP 4/HANA project modules to the general ledger. Further, all information 
provided to the AER in the regulatory templates is also reconciled back to AGN Limited’s SAP S/4HANA general ledger. 
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Appendix B: Cost Collection and Reporting Process - Opex 
The following description of AGN Limited’s cost collection process is current for this year, 2024/25, and remains effective for future regulatory 
reporting periods, subject to amendment. 
 
Source of financial data 

Financial data for this Annual RIN was sourced from AGN Limited’s finance system (SAP S/4HANA) and from other information provided by AGN 
Limited’s principal capital delivery contractor, APA Asset Management (APA).  AGN Limited utilises Excel spreadsheets to consolidate detailed financial 
information provided by APA with information from its own finance system and to undertake cost allocation processes, for the purpose of producing 
the data required to complete the AER regulatory templates.  This information and the associated processes are explained further below. 

AGN Limited’s operating and management sub-contractor (APA) 

The delivery of AGN Limited’s distribution network capex programs is out-sourced to APA under an operating and management agreement.  This 
arrangement (the ‘OMA’) commenced on 2 July 2007 and has continued since that time.  

APA charges AGN Limited for these services on a ‘cost pass-through’ basis each month, plus the agreed Network Management Fee (NMF). The NMF 
represents APA’s margin under the agreement.   

APA’s business support and overhead costs are allocated and charged in accordance with the processes outlined in the AGN Limited Cost Allocation 
Methodology (CAM). For regulatory accounting and reporting purposes, AGN Limited treats 100% of the NMF paid to APA as operating expenditure, in 
accordance with AGN Limited’s Regulatory Accounting Principles and Policies and Capitalisation policy documents. 

Source of financial data provided by APA 

APA uses an ERP system, Workday (formerly Oracle) and an asset management system, Maximo, to capture costs which are assigned to master data 
identifiers activities and expense types.  In addition, with the use of additional master data identifiers (i.e. project codes and cost centres) APA 
records its expenditure against specific scheme or non-scheme gas pipelines operated by AGN Limited in each state and to relevant regions within 
each state (also referred to as business zones). 

APA provides detailed information about operating expenditure on AGN Limited’s scheme and non-scheme pipelines directly from Workday. This 
information enables AGN Limited to map expenditure into the categories that are defined in the AER regulatory templates (e.g. Repairs and 
Maintenance, Marketing and Retail Incentives, Other Opex etc.).   
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The output created from Workdays is known as the Ring-Fenced Accounts (RFA). The RFA is prepared by APA each half year and reports on all 
expenditure (operating and capital), including the capitalisation of support and shared business costs and allocations into each of AGN Limited’s 
scheme and non-scheme business zones. The RFAs have been and continue to be a key source of data for regulatory reporting purposes.  

AGN Limited fully reconciles the operating expenditure reporting provided by APA in the RFAs with its own SAP S/4HANA general ledger, separate 
billing data received from APA and with reporting provided in the AER regulatory templates.  

AGN Limited business systems and cost capture 

In AGN’s ERP, SAP S/4HANA, costs are captured by general ledger account code and cost centre or WBS (for capital expenditure). Each cost centre is 
assigned a Department (Reg=Regulated, Light Reg=Light Regulation, Unreg= Unregulated or NS=Non-Specific) and a Region (SA, QLD, VIC, NSW, 
ALBURY, NT and NS (Non-specific)). These additional cost centre fields allow the costs to be identified for each of AGN’s scheme and non-scheme 
pipelines.  Cost centres with a “NS” Department are deemed more support in nature i.e. Finance, IT, Treasury, Corporate, People and Culture, OHS 
etc and as such, the costs recorded against these cost centres are then allocated across AGN Limited’s scheme and non-scheme business zones in 
accordance with AGN Limited’s Cost Allocation Methodology (CAM). 

With the implementation of SAP S/4HANA, AGN Limited utilises the general ledger, accounts payable and project modules. Given the arrangement 
with APA, they are contracted to maintain our fixed assets and accounts receivable/billing/revenue data. 

Monthly charges invoiced from APA are recorded in AGN’s general ledger via journal entries which assign costs to general ledger account codes, cost 
centres and WBS’s.  These entries provide control totals against which separate reporting provided by APA, including Monthly Management and 
Operating Reports, is able to be reconciled.   

The detailed view of network operation and management expenditure undertaken by APA is provided via separate reporting outside of AGN Limited’s 
core finance systems, as described above (e.g. the Ring-Fenced Accounts).   

AGN Limited’s internal operating expenditure for its corporate management and administration costs extracted from SAP S/4HANA combined with the 
detailed information in the RFA’s, enables reporting against categories defined by the AER regulatory templates.   

AGN Limited does not capitalise any of its general corporate management and administration costs for the purpose of regulatory accounting and 
reporting, unless it can be specifically linked to a capital activity (e.g. a corporate IT project).  This is in accordance with the Regulatory Accounting 
Principles and Policies document and the Capitalisation Policy. Refer Regulatory Accounting and Principles Policy document, section 7.2.4 and 8.0.  
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Reconciliation of data and information reported to the AER 

As already mentioned above, AGN Limited fully reconciles operating expenditure reporting provided by APA, back to control totals in its own SAP 
S/4HANA  general ledger and separate invoices received from APA which are entered into the general ledger.  Further, all information provided to the 
AER in the regulatory templates is also reconciled back to AGN Limited’s SAP S/4HANA general ledger. 
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Appendix C: Overhead Expenditure 
The following description of AGN Limited’s network overhead expenditure as it relates to capital expenditure reporting in the regulatory templates, is 
current for this year, 2024/25, and remains effective for future regulatory reporting periods, subject to amendment. 
Background 

The operation and management of its distribution network, including delivery of its capital program, is outsourced to APA Asset Management (APA).  
This operating and management agreement (the ‘OMA’) commenced on 2 July 2007 and has continued since that time.  The OMA provides for APA to 
recover all its costs in delivering services to AGN Limited including a share of its business support and network overheads.   

Network overheads allocated to capital expenditure 

Expenditure by AGN Limited under the above-mentioned OMA, includes a proportion of APA’s business support and overhead costs which are 
identified through reporting mechanisms outlined below.  A proportion of these network overhead costs are capitalised by AGN Limited for Statutory 
purposes consistent with the AGN Limited Cost Allocation Methodology (CAM), Regulatory Accounting Principles and Policies and Capitalisation policy 
documents.  

In accordance with AGN Limited’s Regulatory Accounting Principles and Policies document and Capitalisation Policy, from 2022 AGN Limited capitalises 
a proportion of labour costs (salary and on-costs) associated with specific internal employees/positions that are working on the following activities: 

• Business Development growth projects; and 
• Delivery of major asset projects i.e. mains replacement programs, augmentation projects. 
Internal labour associated with specific IT projects is directly allocated to capex and not reported as an overhead, otherwise, all other internal 
costs of AGN Limited are to be treated as operating expenditure. 
The processes applied by APA in capturing, allocating and reporting its relevant network overhead costs, is outlined in detail within the AGN Limited 
CAM and in Appendix A of this Basis of Preparation document.   

APA’s business systems and associated processes facilitate the allocation of network overheads to each of the separate scheme and non-scheme gas 
pipelines owned by AGN Limited.  Further, these network overheads are also able to be allocated to the various categories and sub-categories of 
capital expenditure, using functionality and master data identifiers within those business systems. 

A key process in allocating APA’s network overheads is the production of the ‘Ring Fenced Accounts’ (RFAs) which are explained in Appendices A and 
B of this Basis of Preparation document.  The RFAs provide the financial data to AGN Limited about APA’s relevant network overheads that have been 
allocated across each of the scheme and non-scheme gas pipelines owned by AGN Limited.  The RFAs report capital expenditure inclusive of allocated 
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network overheads (e.g. embedded within each category of capex) and also report separately the amount of network overheads that have been 
expensed as operating expenditure in each business zone. AGN Limited is able to determine the amount of network overheads that have been 
capitalised in each business zone, given 35% of the total network overheads are reported as Opex in the separate operating expenditure reporting 
provided by APA as part of the RFAs (i.e. the balance of 65% is therefore capitalised by APA). 

There are two levels of network overheads charged by APA that is capitalised by AGN Limited.  Those being ‘state based’ network overheads and 
‘national based’ network overheads.  Each level of network overheads is identified and captured in separate ‘cost pools’.  

The amount of APA’s network overheads that is capitalised is initially determined by dividing the total annual budgeted overhead cost pool (relating to 
capital delivery services provided to AGN Limited) into the total budgeted capital expenditure to be delivered on behalf of AGN Limited. 

The portion of APA’s network overheads to be capitalised is allocated to the various categories and sub-categories of capital expenditure based on the 
level of spend in each category and applied as a percentage rate.  There is a separate rate for each state, based on the level of ‘state based’ network 
overheads in each state.  There is another common rate for applying ‘national based’ network overheads consistently across all states, based on the 
level of expenditure. 

APA utilises suspense accounts to capture all actual overhead costs in its general ledger and the amount of network overheads capitalised during the 
year by applying the standard percentage rates.  At any time, the balance of the suspense account represents the difference between the actual 
overhead cost pool expenditure and the amounts applied to capital expenditure each month which are based on the budgeted percentage rates. Each 
year APA performs a ‘true-up’ process that reconciles actual overhead costs to the budgeted amounts and any necessary reconciliation adjustments 
are made in the year-end accounts. 

The network overheads that are capitalised are allocated to AGN Limited’s regulatory business zones (states) in which the capital project or activity is 
assigned to.  Capital projects and activities are generally only assigned to one regulatory business zone, with the exception of non-network related 
national IT projects which are allocated to each zone (state) based on customer numbers (excluding non-material small pipelines). 
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Appendix E. Reconciliations for Adjustments between Audited Statutory Accounts and 
amounts reported for the SA Distribution Business  
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Appendix F. Methodology for the preparation of the AGN (SA) statutory account 
balances  
 

Background 

The gas distribution network in South Australia is owned and managed by Australian Gas Networks Limited (AGN Limited), which through its 100% 
owned group of subsidiaries, owns gas pipelines in multiple Australian states including in South Australia, Victoria, Queensland, New South Wales and 
the Northern Territory.   

AGN Limited prepares its audited statutory accounts only at the consolidated group level and therefore, audited statutory accounts do not exist solely 
for the South Australian Access Arrangement (SA AA), the assets and operations of which is referred to as AGN (SA).  Further, AGN Limited operates 
on a calendar year reporting cycle and its statutory accounts and income tax returns are prepared for each twelve-month period ending 31 December.  
However, Access Arrangements and associated regulatory reporting cycles are for twelve-month periods ending 30 June each year. 

AGN Limited is required to prepare and provide to the AER (in Annual Reporting RINs), an income statement for AGN (SA) that includes revenue and 
expenditure amounts which are drawn from audited statutory accounts (or trial balance) for AGN (SA).  Further, this income statement table must 
show the adjustments to arrive at an income statement for the SA Distribution Business.  In addition, Capex reporting for AGN (SA) must also be 
derived from the audited statutory accounts (or trial balance) for AGN (SA).  

Current configuration of SAP S/4HANA 

During 2023/24 AGN Limited implemented a new Enterprise Resource Planning (ERP) system SAP S/4HANA. 
 
With the implementation of SAP S/4HANA, AGN utilises the general ledger, accounts payable and project modules. Given the arrangement with APA, 
they are contracted to maintain our fixed assets and accounts receivable/billing/revenue data. 

AGN Limited has a general ledger for AGN (SA) which is used for Capex related purposes only (and related depreciation).  This general ledger is also 
integrated with a dedicated Fixed Assets Register for the AGN (SA) assets. Opex related transactions for AGN (SA) are recorded in a common general 
ledger for AGN Limited, however costs for each of AGN Limited’s scheme and non-scheme pipelines are identifiable through the use of cost centers 
and department/regions fields in SAP S4/HANA, as explained in Appendix B above. This approach is consistent with the AGN Limited operating model, 
in terms of centralised corporate management, contract management and administration services being provided to the group of gas pipeline 
businesses owned by AGN Limited. 
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With this in mind, in order to prepare statutory opex and capex balances for AGN (SA), it is necessary to draw from both the AGN (SA) “Capex” 
general ledger (including further details supplied in the Projects module) and the common AGN Limited general ledger.  Balances from both of these 
ledgers in part, underpin the consolidated audited statutory financial statements of AGN Limited.  The methodology for producing the statutory 
balances for AGN (SA) is set out below.   

AGN Limited’s configuration of SAP S/4HANA incorporates a hierarchy of general ledger account codes, cost centres, departments and region codes, 
which amongst other things, enables financial transactions to be assigned to and reported by relevant business zones (scheme or non-scheme) and 
the various states in which AGN Limited operates.   

Interpretation of the Annual RIN tables 

AGN Limited has interpreted the intent of the income statement and operating expenditure tables in the Annual RINs such that the Statutory Base will 
represent, in as much as is practically possible, all of the activities of AGN (SA), as reported under the accounting standards and policies which apply 
to preparation of the audited statutory accounts for AGN Limited and including any unregulated (or non-scheme) business activities within SA.   

The adjustments table in the RIN template will be used to arrive at a “regulatory” Income Statement for AGN (SA) which will represent the activities 
of the SA distribution business, as reported by applying the regulatory accounting principles and policies for AGN (SA) (including the allocation of AGN 
Limited’s internal corporate costs).  To be clear, the SA distribution business will exclude any unregulated (or non-scheme) business activities carried 
out within the operations of AGN (SA).   

Methodology 

The source of data to produce the statutory balances for AGN (SA) will be the consolidated statutory balances for AGN Limited extracted from the SAP 
S/4HANA general ledger.  Due to the differences between statutory and regulatory reporting periods as mentioned above, the relevant amounts that 
underpin the AGN Limited audited statutory accounts for the twelve months ending 31 December and the balances as at each six month period 
ending 30 June.   

To produce the AGN Limited statutory amounts for the Regulatory Financial year 2024/25, AGN Limited statutory amounts for the twelve months 
ending 31 December 2024 will be adjusted, to deduct the six month period January to June 2024 and to add the six month period January to June 
2025. 

Detailed financial year data is extracted from SAP S/4HANA and pivot tables are produced to summarise the revenue and opex data by cost centre 
(and then by department and region for Opex). Refer to Appendix A & B for more detail on this process. 

The above process allows for reporting against categories defined in the AER’s financial reporting templates for all of AGN Limited’s scheme and non-
scheme pipelines (including AGN (SA)). 
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The exceptions to the above approach, will be amounts in the Income Statement for Net Finance Expenses and Income Tax Expenses.  

Net Finance Expenses will be calculated by allocating an amount of Net Finance Expenses for AGN Limited as shown it its audited statutory accounts.  
This amount will be allocated based on the AGN (SA) asset values (including the SA regulatory asset base and other non-regulated assets) as a 
percentage of the total AGN Limited asset base. 

Income Tax Expenses will be calculated by multiplying the Profit (before tax) as determined in the AGN (SA) Income Statement (shown in table 
F1.1.3 – Profit of the RIN template), by the Corporate Income Tax Rate of 30%. 

 

Reconciliation of data and information reported to the AER 

Reconciliations are performed to ensure the Regulatory Financial year amounts for the AGN Limited group reconcile to internal management and 
shareholder reporting, in addition to SAP S/4HANA general ledger movements including movements in Property, Plant and Equipment. Further, all 
information provided to the AER in the regulatory templates is also reconciled back to AGN Limited’s SAP S/4HANA general ledger. 

 

Audit of the AGN (SA) Financial Year Statutory Accounts 

In accordance with the requirements of this Annual RIN, the relevant general ledger accounts and amounts for AGN Limited which underpin the 
actual financial information reported in the RIN schedules, have been subject to audit procedures undertaken by AGN Limited’s external auditor. 
  






