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Foreword

The ACCC/AER has been collecting information framnsmission network service
providers (TNSPs) and reporting on their finaneiadl operational performance since
2002-03. The 2009-10 report is therefore the eiglettiormance report on the
electricity transmission sector to be releasedheyAER. The AER considers that this
monitoring program provides transparency to staldse regarding the financial and
operational performance of transmission businessié®e National Electricity Market
(NEM).

This monitoring program is an important compondrthe AER’s regulatory role
because it provides transparent information fdkedtalders and interested parties on
the performance of TNSPs. This ensures accounpaipfermance outcomes and
facilitates informed public input into the AER’sagion making.

The AER is looking at extending this monitoring gram to also cover electricity
distribution businesses.

TNSPs are required to submit certified annual for@rstatements to the AER in
accordance with the AER’s information guidelineBeTguidelines contain
information templates which provide the source datahis report.

The TNSPs covered in this report are DirectlinkedilaNet, EnergyAustralia,
Murraylink, Powerlink, SP AusNet, Transend, Trarid@nd AEMO? The report
provides updated revenue, profit, expenditure andce standards information on
each TNSP for the 2009-10 financial year. This defi@cts a continuation of trends
established in previous reports:

= capital expenditure — continued to trend upwards)arily reflecting the
continuation of investments by TNSPs to upgraderapthce ageing networks to
meet network performance requirements. Total cb@xaenditure over the past
five years has exceeded $6 billion and was 3.&@et lower than forecast for the
2009-10 financial year.

= value of networks — reflecting this continued inwesnt in infrastructure, the
aggregate value of the TNSPs’ regulatory assetsstamds at $16.9 billion.

= operating and maintenance expenditure — standseat$@.1 billion during the
past five years.

= service standards — almost all TNSPs continue ¢eexkthe reliability standards
specified in their revenue determinations, witheimive payments totalling $23.4
million for the 2010 calendar year.

= profitability — since 2002-03 TNSPs have experiehaetable return on assets of
between 7.4 to 8.2 per cent, earnings before isttared tax on prescribed services
increased to $1.2 billion in 2009-10 and over thstgive years have exceeded

References to AEMO as a TNSP in this report dres@ AEMO taking over the former role of the
Victorian Transmission Planner, VENCorp.




$4.8 billion. Net profit after tax of TNSPs increalsto $460.8 million in 2009-10
and over the past five years has exceeded $1i@hiNSPs paid dividends of
$362 million in 2009-10. This is a decrease ofer¥ cent compared to 2008-09.
Over the past five years dividend payments haveenked $1.4 billion.

= equity — total equity of TNSPs continued to inceeand now exceeds $6.4 billion.
Feedback

I hope that this report will provide interestedtes with information to enable
critical evaluation of TNSPs’ performance undeiirtlegisting revenue
determinations. | encourage you to read this reqadtprovide feedback to the AER.

Andrew Reeves
Chairman




Summary

The objective of this report is to review the peniance of TNSPs regulated by the
AER and provide stakeholders with access to contipardata on the financial
performance of TNSPs, including comparisons withfthrecasts incorporated in the
regulatory revenue determination decisions.

Information regarding the following TNSPs is inchetlin this report:

= Directlink

ElectraNet

* EnergyAustralia
=  Murraylink

= Powerlink

= SP AusNet

= Transend

= TransGrid

» AEMO.2

Transmission network service providers includingioonnectors Murraylink and
Directlink regulated by the AER are required toyide certified annual statements
containing details of their financial performangais information is submitted in
accordance with the AER's information guidelindsede businesses are also required
to submit service quality information in accordamath the AER's service standard
guidelines.

This report is structured as follows:

Chapter 1 overviews the AER's methodology for sgttevenue determinations and
its information gathering functions under the NER.

= Chapter 2 describes the national electricity maaket the main features of each
TNSP.

=  Chapter 3 provides details of each TNSPs actualrmanr allowed revenue
(MAR) and compares this against its forecast maxrinallowed revenue.

EnergyAustralia is now referred to as Ausgrid alideferences to EnergyAustralia in this report
are references to Ausgrid.

References to AEMO as a TNSP in this report dris@ AEMO taking over the former role of the
Victorian Transmission Planner, VENCorp.




= Chapter 4 sets out the industry's overall finangeaformance and each TNSP's
financial performance.

= Chapters 5 and 6 overview capital expenditure (ca@ad operating expenditure
(opex) including information on variations betwesatual expenditure and
forecast in the TNSPs' revenue determinations.

= Chapter 7 sets out information on service standardbe TNSPs.

Transmission determinations outcomes

Table A compares the actual revenue and expenditioemes against the forecast
maximum allowed revenue (MAR), which mainly refecpex and returns on the
regulatory asset base (including capex allowanoesle TNSPs’ transmission
determinations. The summary figures are preseotpdivide an overall view of the
average variations from forecast amounts. Howdkierputcomes for individual
TNSPs may differ markedly from the average dudéoinfluence of regional factors,
and should be assessed in that context. In addttiese individual variations do not
necessarily raise regulatory concerns provided tleeyot constitute systemic under
or over-spending, and should be examined overulh&ve year period of the
revenue determination for each TNSP before anylusions are drawn.

Table A: TNSPs' transmission determinations outcoras, 2009-10

Actual Forecast Difference
$m $m $m %
Revenue* 2,379.6 2,373.5 6.1 0.3
Capex* 1,458 1,639 -181 -11
Opex** 465.3 485.9 -20.5 -4.2

Source: 2009-10 Regulatory Accounts and the ACRER’s transmission
determinations.
*Aggregate figures exclude AEMO and the Intercortoex Forecast revenue
does not include network support pass through andce standard incentives
schemes.
**Excludes grid support.

Figures A, B and C illustrate the TNSPs’ aggregateal capex and opex (in real
terms) against the forecasts contained in thegmae determinations.
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Figure A: Aggregate actual and forecast capex,
2001-02 to 2009-10
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Figure A shows that over the
past five years aggregate
actual capex has exceeded
$5.0 billion because TNSPs
have upgraded and extend
their networks to meet
demand and reliability
requirements. Actual
aggregate capex was

13 per cent lower than
forecast capex for the
2009-10 financial year.
Actual capex was 6 per cent
less than the previous
financial year. Each TNSP’s
contribution to the overall
difference is discussed in
chapter 5.

Figure B: Aggregate actual and forecast opex,
2001-02 to 2009-10
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Figure B shows that aggregate
actual opex was 14.2 cent
lower than forecast in
2009-10. Actual opex was

also 1.4 per cent lower than
the previous financial year.

Figure C: Aggregate Return on Assets, 2002-03 to @9-10
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Figure C shows that in
aggregate TNSP’s have
experienced stable return on
assets since 2002-03 of
between 7.4 an8.2 per cent.

The aggregate return on assets
is calculated by dividing
aggregate earnings before
interest and tax over

aggregate RAB.
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Figure D: Dividends, 2001-02 to 2009-10

Figure D shows dividends
paid out by TNSPs (excluding
the interconnectors, Electranet

160 T wiion and AMEO). In general, the
140 + dividends paid out by TNSPs
have been increasing over
120 + time. In 2009-10,
00 EnergyAustrali4 SP AusNet
100 + and Transend decreased the
80 + total amount of dividends
paid to shareholders.
60 + Powerlink and TransGrid
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paid to shareholders.
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Table B compares the TNSPs’ capex and opex ascargage of their regulatory
asset base (RAB). The data demonstrates that expends a percentage of RAB
varied amongst the TNSPs, patrticularly the capga.r@hese variances may be
explained by key drivers of expenditure such ad lgrawth and the ageing of assets
which can vary significantly among individual TNSH#e differences in the network
characteristicsof individual TNSPs is discussed in further deirithapter 2.

EnergyAustralia stated that its transmission dir@ies an allocation from consolidated entities
of EnergyAustralia and may not be comparable avee.t

It should be noted that for EnergyAustralia, gy relates to its transmission assets which
accounts for a small percentage of its total dsase.
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Table B: TNSP expenditure as a proportion of averge RAB 2009-10

Average RAB Opex/Average RAB Capex/Average RAB

($m) Ratio* (%) Ratio** (%)
ElectraNet 1,434.9 3.7 8.9
EnergyAustralia 901.4 3.2 24.2
Powerlink 4,702.0 3.0 9.4
SP AusNet 2,396.3 3.1 4.6
Transend 1015.9 4.3 13.0
TransGrid 4,399.1 2.8 9.7
Murraylink 95.0 - -
Directlink 104.0 - -

*Opex/Ave RAB Ratios for ElectraNet, Powerlink afichnsend exclude grid support. Opex/Ave RAB
ratio for SP AusNet does not include network plagnivhich is undertaken in Victoria by AEMO.
*Due to the regulatory arrangements in Victori& AusNet’s capex does not include network
augmentation. AEMO does not have a RAB as it do¢®wn transmission assets. Murraylink and
Directlink do not have a capex allowance as patheir revenue determination.

A detailed summary of each TNSP’s performance arahtial outcomes for the
2009-10 financial year can be found in Appendix A.

Service standards performance

The service performance regime is aimed at deteiifdSPs from cutting costs at the
expense of service performance. The service stdadpiidelines are forward-looking
and use targets based on historical performanadbaschmark to compare future
performance by a TNSP within a regulatory contexigd. Following the
measurement of performance against establisheetsa@ TNSP’s MAR can be
adjusted by the prescribed amount. Therefore,éhgce standard guidelines provide
TNSPs with a financial incentive to improve servoggformance and financial
penalties for deterioration in service performafdeese financial incentives and
penalties affect the TNSP’s annual revenue calomat

Table C shows the financial incentive based ongoerance outcomes for each
relevant TNSP for the 2004-2010 calendar years.
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Table C: Financial incentives/penalties for 2004 2010, $million

2004 2005 2006 2007 2008 2009 2010

Directlink - - (0.1) (0.1) (0.1) (0.1) (0.1)

ElectraNet 1.0 1.2 1.0 0.5 (0.2) 1.4 -
EnergyAustralia 0.5 0.6 0.4 (0.2) 0.9 0.3 -
Murraylink (0.2) (0.0) 0.0 (0.0) 0.1 0.1 0.1
Powerlink - - - 2.2 3.0 1.1 11.3

SP AusNet* 0.6 0.2 (0.5) 0.2 2.9 24 2.8
Transend 0.6 0.2 0.1 0.7 1.2 0.7 0.7
TransGrid 2.0 31 3.0 0.6 1.7 (0.3) 8.6

Financial incentives are capped at + 1.0 per ckeach TNSP’s MAR for that year. For example, an
s-factor of 0.50 would result in a financial indeatof 0.5 per cent of the TNSP’s MAR, or half bét
potential maximum financial incentive available enthe service standards performance incentive
scheme. Powerlink and TransGrid were subject tarthket impact of transmission congestion
(MITC) scheme in 2010. This is a bonus only scheingp to 2% for a full calendar year.

*SP AusNet's financial incentive in its previougtatory control period was capped at + 0.5 pet cen
of its MAR. In 2008, SP AusNet transitioned intaew regulatory period, and its financial incentise
now capped at +1.0 per cent.

A detailed summary of each TNSPs performance outdomthe 2009 and 2010
calendar years can be found in Chapter 7. TNSPpeaince reports for 2004 — 2009
(for participating TNSPs) can be found on the AER&bsite www.aer.gov.aj
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Introduction

1.1 Scope of the report

The TNSP performance report provides stakeholdatsrderested parties with
information and comparative data on financial apdrational performance of
TNSPs. In particular, the report details overaddficial performance, capex and opex
outcomes and service standards performance. A asopaf the financial and
operational performance levels achieved by TNSPst mllow for basic differences
between networks such as diverse geographicalmntbamental factors.

The AER’s objective in monitoring and publishing therformance of TNSPs is to
increase the accountability for performance throgigtater transparency. In
particular, the AER’s performance report aims to:

= facilitate informed public input into future deasis by the AER
= allow public scrutiny of performance against revedeterminations

® increase transparency of the regulatory processhendutcomes that are
generated.

1.2  Priorities and objectives of performance report ing

In April 2011, the AER published its statement ppebach to the priorities and
objectives of electricity network service provigerformance reports. The AER's
objectives in publishing network performance repaire to provide transparency, and
to maintain accountability as an incentive to iny@@erformance.

In order to achieve these objectives the prioreSNSP performance reporting are
to:

= report on service performance

= report on compliance with the TNSP’s approved atistation methodology
(CAM)

= report the profitability of TNSPs

= report on performance against and compliance \eikmue determinations in a
format that allows for comparison between diffefj@nisdictions and regulatory
control periods

= report information in a format that can be utiligedfuture revenue
determinations, to reduce information asymmetrytangtreamline the revenue
reset process

= assess whether the national electricity objecgveeing achieved.

15



1.3  Sources of information
The report draws upon information from the follog/isources:
= annual regulatory financial statements and serstaedards performance data

provided by the TNSPs in accordance with the ABRIBsmission information
guidelines

= revenue proposals made by the TNSPs
= annual statutory reports and reviews publishechbylTiNSPs
= current revenue determinations made by the AER gaedously by the ACCC)

= other AER publications such as the State of thedyn&larket reports; and
previous TNSP performance reports.

1.4 The AER’s role

The AER is responsible for the economic regulatbnetworks as well as
compliance monitoring, reporting and enforcementhenNEM. In carrying out these
functions, the AER collects a wide range of requrigtfinancial and operational
information from TNSPs annually. This is done forasiety of reasons, including:

®= monitoring compliance with revenue determinations

= dentifying any cross-subsidisation of costs betwé® regulated and unregulated
parts of the TNSP’s business

= using the information as an input for setting faetuevenue determinations

= monitoring performance against the service targeiopmance incentive scheme
(STPIS)

® assessing whether the national electricity objeasweing achieved through
regulation and the revenue determination in pdercu

1.5 Collection of data under the information guidel ines

TNSPs are required to submit certified annual foi@rstatements to the AER in
accordance with the AER’s information guidelinde guidelines contain
information templates which provide the source datahis report.

The types of information collected may be categuatias:

® Financial information — mainly sourced from the TMSincome statement and
balance sheet prepared in accordance with thearei@ccounting standards. This
information is presented in chapter 4 and appeAdix this performance report
and has been submitted by TNSPs in accordancelhatAER’s guidelines.
While the AER’s Post Tax Revenue Model will providech of the ongoing data
for assessing compliance and for future revenuerch@ations, this information
is useful in providing a general guide for assagpiogress in achieving the
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national electricity objective between regulatagyiews, and identifying areas of
interest that may need to be explored during upogmevenue determination
processes.

= Revenue determination related information — aatexaénue, operating
expenditure (opex) and capital expenditure (capexjomes are gathered and
compared to the underlying forecasts containetdenliNSP’s revenue
determination (adjusted for actual CPIl) made byAGE€C/AER. This
information is presented in chapters 3, 5 and h@feport. TNSPs are able to
comment on the reasons for any variances betwdaal @nd forecast figures.

This information should be read as a whole and,wdoenbined with the service
standards data in the report, is intended to ptesenverall picture of the TNSPs’
performance.

1.6 Presentation of data

The following points should be taken into accouhew considering the data
presented in this report:

= Capital expenditure (capex) - there are two altiraa under which capex data
may be reported by TNSPs:

*= 0on an as-commissioned basis: the expenditure igepotted until the
project is completed or commissioned (i.e. in opend or

»= 0on an as-incurred basis: the expenditure is repanea progressive
basis as it is made or incurred by the TNSP.

= QOperating expenditure (opex) — some TNSPs’ opexalhces include an amount
for network or grid support. Grid support figures ahown separately from opex
in the report as it is essentially a substituteckgpex and volatile in nature. This
treatment ensures comparability of TNSPs’ opex@utes.

= Forecast figures — throughout the report, wheredast figures are compared with
actual outcomes (e.g. revenue, capex, opex), feréigares have been taken from
final ACCC/AER decisions and adjusted for MarchrggraCPI figures for the
later year of the relevant period.

= Regulatory framework — there have been changescent years to the regulatory
framework under which TNSPs’ revenue determinatemaesset. For example, the
ex ante approach to determining capex allowancesnmduced in the ACCC'’s
Statement of Regulatory Principles (SRP) (rele&sckmber 2004 and adopted
by the AER in 2005). This approach has since beandlised in chapter 6A of
the National Electricity Rules (NER).

= The calculations that appear in this report, sitha financial indicators and
operating ratios detailed in chapter 5, are madin®yAER and not TNSPs. The
AER uses data provided by the TNSPs in the caloulst
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1.7 Key Performance Indicators (KPIs) for performan  ce
monitoring

In order to assess the performance of the eldgtti@insmission sector and its
businesses in terms of the priorities and objestofgperformance monitoring as
discussed in the previous section, a number obpadnce measures or key
performance indicators (KPIs) are considered ig t@port.

Performance depends on a number of factors, btemil and external to a
company’s management strategies and decision makaggsses. Performance can
vary over time for the business in general anchinspecific areas of operation or
service delivery. Also, there may be trade offsMeetin short-term and long-term
performance for the sector and its businesses.

The KPIs used in this report are common measusgsatl objective, quantifiable and
verifiable — they are based on data provided by#r®us businesses. Different
measures are used in order to form a view on tleeatiperformance of the industry
and its businesses in a particular year, as wetkeasls over time. This is undertaken
in terms of the reliability and quality of supplf/@ectricity and service incentives,
financial performance and outcomes monitoring bhyjgaring actual outcomes to
forecasts at time of revenue determinations largély respect to capex and opex.

For the purposes of this report, the KPIs or penforce measures are grouped into
separate but inter-related categories. These are:

= Revenue

= Capex

= Opex

= Service incentives and service standards
= Profitability and financial; and

= Network statistics.

For example, the “transmission charges outcomedgrath)” revenue KPI shows the
extent to which actual revenue per megawatt hamstnitted varies from forecast
revenue per megawatt hour transmitted. More impdstait illustrates the differences
that may arise in a given period due to pass thre@yents, contingent projects,
incentive payments and actual CPI and how thesevauigybetween the businesses.

Another example is “comparing actual capex, andMBR final allowance for capex”
in the capex KPIs. This measure illustrates thergxo which TNSPs have out
performed on their capex relative to the AER alloegover time.

Detailed descriptions about each of the KPIs ofgperance measures used in this
report are provided in appendices.
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Comments from interested parties

Comments from interested parties regarding thientegre welcomed and can be
submitted via email to AERinquiry@aer.gov.au, ommail to:

Chris Pattas

General Manager

Network Operations and Development
Australian Energy Regulator

GPO Box 520

Melbourne Victoria 3001
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2 Industry background and main features

This chapter provides a short description of thgonal electricity transmission
market and its main features.

2.1  The National Electricity Market

The National Electricity Market (NEM) is a wholesaharket through which
generators and retailers trade electricity in eastad southern Australia.

Transmission Network Service Providers (TNSPs) pi@wansmission infrastructure
that enables the transfer of electricity betweemNtarticipants. The electricity
networks within the NEM are illustrated in Figurd 2

The Australian Energy Market Operator (AEMO) ispassible for managing the
transmission elements of the physical power systeemsure that electricity supply
and demand are balanced in each of the NEM'’s &gens.

In addition, AEMO has adopted the central planmirlg of National Transmission
Planner, and annually publishes the National Trassion Network Development
Plan (NTNDP). The NTNDP outlines the long-termjaéint development of the
national power system with a focus on nationalgnaission flow paths.

The NEM has around 200 large generators, five si@ted transmission networks
linked by cross-border interconnectors and 13 mdigiribution networks that supply
electricity to customer¥The NEM meets the demand of almost nine million
residential, commercial and industrial energy useisis the largest interconnected
power system in the world in geographic span, dogea distance of

4500 kilometre<.In Australia, the NEM network spans six jurisdicts including
Queensland (Qld), New South Wales (NSW), the AliatraCapital Territory (ACT),
Victoria (Vic), South Australia (SA) and Tasmanias$) that are physically linked by
an interconnected transmission network.

The AER regulates ElectraNet, Powerlink, SP AusNetnsend, TransGrid,
EnergyAustrali§, Directlink and Murraylink. This report focuses the operational
and financial performance of the six TNSPs anditw@rconnectors over 2009-10.

® AER, State of the Energy Marke2010, p. 19.
7 -
Ibid.
8 EnergyAustralia is now Ausgrid. For the purposgthis report the previous name is used.
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Figure 2.1  Electricity transmission networks in the National Hectricity Market
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2.2 Main features of Transmission Network Service
Providers

Table 2.1 provides a brief overview of the TNSP&hemNEM. The TNSPs in
Queensland, NSW and Tasmania are owned by th@iectge state governments.
The TNSPs in Victoria and South Australia, andttixe interconnectors are privately
owned.

The two interconnectors have a ten year regulgieriod and report annually on a
calendar year basis. With the exception of SP AugiNe other TNSPs report on a
financial year basis (end of June) and have fi\a yegulatory periods. SP AusNet
reports annually on a 1 April to 30 March calengkzair and has a six year regulatory
period.

Table 2.1 NEM TNSPs at a glance

TNSP Region Current Regulatory Owner
Period
ElectraNet SA 1 Jul 08 - 30 Jun 13 Powerlink (Qutsamd Government,

YTL Power Investment, Hastings
Utility Trust)

Powerlink Qld 1Jul 07 - 30 Jun 12 Queensland Guvent

SP AusNet Vic 1 Apr 08 - 30 Mar 14  Publicly listedmpany (Singapore
Power International 51%)

Transend Tas 1Jul 09 - 30 Jun 14 Tasmanian Gowgrinm

TransGrid NSW 1 Jul 09 - 30 Jun 14 New South W&legernment

EnergyAustralia NSW 1 Jul 09 - 30 Jun 14 New Satiles Government

Interconnectors

Directlink QId-NSW 1 Jul 05 - 30 Jun 15 Energy asftructure Investments

(Marubeni 50%, Osaka Gas 30%, APA
Group 20%)

Murraylink Vic-SA 10Oct03-30Jun13 Energy Irdtaucture Investments
(Marubeni 50%, Osaka Gas 30%, APA
Group 20%)

Table 2.2 summarises the key features of TNSHsIINEM. Powerlink's network
spans from Cairns in far north Queensland to the&/N®rder in the south. With over
13,000 circuit kilometres of transmission lines @aatlles, Powerlink has the largest
transmission network in terms of line length in NieM.
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Table 2.2 Key features of TNSPs in the NEM

TNSP Line Electricity Maximum Regulated Revenue
Length  Transmitted Demand Asset Base  Prescribed
(km) (GWh), (MW), Closing Services
2009-10 2009-10 ($m), ($m),
2009-10 2009-10
ElectraNet (SA) 5,591 13,266 3,397 1477 249
Powerlink (QId) 13,569 49,593 8,891 4,906 667
SP AusNet (Vic) 6,553 50,925 9,858 2,655 482
Transend (Tas) 3,469 11,658 2,366 1,070 166
TransGrid (NSW) 12,656 72,814 14,051 4,581 675
EnergyAustralia 962 31,812 5,609 1,010 140
(NSW)
Interconnectors
Directlink (Qld-NSW) 63 - 180 - -
Murraylink (Vic-SA) 180 - 220 - -

Source: 2009-10 TNSP regulatory reports and AERRRee determinations.

EnergyAustralia is predominantly a distributionwetk service provider operating in
NSW. However its network also contains a small propn of high voltage
transmission assets within parts of the Sydneytr@e@oast and Newcastle areas.
Despite having the smallest transmission line lenghergyAustralia’s

962 kilometres of transmission lines and cableasstratted the fourth highest
electricity in the NEM in 2009-10 of 31,812 GWh.dfgyAustralia’s transmission
network is jointly planned with TransGrid and iseogted in parallel and in support of
TransGrid's transmission network.

SP AusNet in Victoria has the highest density nekwehich is built around a 500 kV
high voltage line running from the major generatsogirce in the Latrobe Valley,
through Melbourne and across the southern paheo$tate to Heywood near the
South Australian border. Its 6,553 kilometres ahgmission line and cables transmits
the second highest maximum demand and electritityg NEM.

ElectraNet in South Australia has one of the sreaihetworks in the NEM, starting
from the Victorian border near Mount Gambier totRancoln on the Eyre Peninsula.
ElectraNet also operates radial extensions of @06rkilometres each from the main
network to Leigh Creek, the Yorke Peninsula and We. It has the oldest assets,
with the majority of its assets between 40 and &fry old’

Transend operates in Tasmania and also has ohe sftallest networks in the NEM.
Due to the majority of Tasmania's generation béiydyo-electricity and variations

®  ElectraNetElectraNet transmission network revenue proposabkime 1, 1 July 2008 to 30 June

2013 31 May 2007, p.5.
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involved in generation output, Transend may encanugdditional costs in providing
transmission services relative to other TNSPs.

2.3 Different characteristics of TNSPs

In this section, differences between the TNSPsllasgrated in terms of their
revenue, size, network utilisation and expenditdrey changes over time with
respect to these differences are also provided.

2.3.1 TNSP revenue and size

One way to illustrate the varying sizes of the TR®&Pto compare their revenue. In
Figure 2.2, the "market shares" as illustratedhgymaximum allowed revenue
(MAR) varies by around 6 per cent for EnergyAusé&raind Transend, to 28-29 per
cent for Powerlink and TransGrid. Between 2005496 2009-10, SP AusNet's
market share has increased from 18 per cent t@206gmt and Powerlink and
TransGrid's market share has decreased from 28péto 28 per cent.

Figure 2.2  TNSPs market share by revenue allowance for presdyéed services

2005-06 2009-10

M ElectraNet Powerlink M ElectraNet Powerlink
B SP AusNet B Transend B SP AusNet B Transend
W TransGrid EnergyAustralia | | m TransGrid EnergyAustralia

Source: AER calculations based on TNSP regulatpgnts

While the distribution of the total MAR across thSPs has not changed
significantly over time, there has been a strorgaase in revenues across all TNSPs.
Figure 2.3 shows each TNSPs' change in the MAR #66%5-06 to 2009-10 in real
terms. The increase in RAB over the five year pet®2009-10 is a major reason for
the change in the revenue allowance for all TNSPs.
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Figure 2.3  Percentage increase in MAR from 2005-06 to 2009-19 real)
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Source: AER calculations based on TNSP regula&pgnts

With the exception of SP AusNet, over the five yearod to 2009-10, all the other
TNSPs experienced increases in their revenue atiogvaf between 25 per cent and
31 per cent. SP AusNet's increase in revenue atiogvavas 47 per cent. This is
explained by the inclusion of the easement tax ARMn 2009-10. If the easement
tax is removed from the MAR the increase in reveali®mvance for SP AusNet
would be 19 per cent.

Figure 2.4 provides a breakdown by line lengthhm years 2005-06 and 2009-10.

Figure 2.4  TNSP market share by line length

2005-06 2009-10

M ElectraNet Powerlink W ElectraNet Powerlink
B SP AusNet B Transend B SP AusNet M Transend
M TransGrid EnergyAustralia B TransGrid EnergyAustralia

Source: TNSP regulatory reports and AER revenueraénations.

There has not been a significant change in thévelahares of line length between
TNSPs over the past five years. The most notaleases in line length has been for
Powerlink from 29 per cent to 32 per cent (Figuf.2
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EnergyAustralia has experienced the greatest charge length from 2004-05,
with a 17 per cent increase to 2009-10. Howeveg,tduhe small size of its line
length, the percentage change is not entirely atoiie of the size of the change, with
only 141 kilometres of circuit line being addedat period.

Powerlink has experienced a steady increase indimgth, with its line length
increasing by 14 per cent between 2005-06 and 2009-

Transend was the only TNSP which experienced arathw®ntraction of three per
cent in its network size over the period.

Appendix A.2 contains a summary of various TNSRvoek data for 2009-10 and
earlier years and more detailed descriptions ofi @&SP.

Figure 2.5  Percentage change in line length from base year 2005
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Source: AER calculations based on TNSP regulagpgnts and AER revenue
determinations

2.3.2 Transmission densities and network utilisatio n

The NEM is a relatively sparse electricity netward|ective of the vast distances
between major centres in each state. This is eviddfigure 2.6, which plots the
relationship between line length and electricigngmitted for each TNSP (excluding
the two interconnectors) in 2009-10.
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Figure 2.6  Relationship between line length and electricity ansmitted
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Source: AER calculations based on TNSP regula&pgnts

Powerlink has the largest network in terms of tbted length but transmits roughly
the same amount of electricity as SP AusNet, whashhalf the line length.

TransGrid which operates in the more densely papdlareas of NSW has the second
largest network. It also has the largest maximumatel and transmits the most
electricity.

ElectraNet and Transend operate smaller networteyims of both line length and
electricity transmitted. This is reflective of thmaller markets in which they operate.

Figure 2.7 compares the relationship between nétsiae and network utilisation for
each TNSP (excluding the two interconnectors). Nekwatilisation is represented by
electricity transmitted (GWh) as a proportion of tverage regulated asset base
(RAB) of each individual TNSP. The average RAB $&d as a measure of the
relative size of different TNSPs in the NEf.

0 The two interconnectors are not included in thiewation of network size.

27



Figure 2.7  Relationship between network utilisation and netwok size, 2005-06 to
2009-10
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Figure 2.7 illustrates the changes in networksation for the TNSPs between
2003-04 and 2009-10. For each TNSP, there hasddewnward trend in network
utilisation as their asset bases relative to GWie hiacreased in recent years.

2.3.3 TNSP expenditure breakdown

Figure 2.8 provides the operating expenditure (ppex capital expenditure (capex)
ratios for the six TNSPs for 2009-10 (excluding ithterconnectors). The TNSPs'
expenditures are presented as a percentage off &kgiR's average RAB.

Figure 2.8  Capex and Opex Ratios for 2009-10
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Source: AER calculations based on TNSP regula&pgnts.

28



2.4  The price of transmitting electricity

There has been growing community interest in regeats about the rising costs of
electricity. Electricity bills for end use custormae&omprise of the costs and profits of
wholesale energy (generators), the costs and pifiransport through transmission
and distribution networks and the costs and profit®tail services.

The cost of transport through the transmissiondisigibution networks is recovered
through network tariffs. Transmission costs and pro its are the transmission

proportion of the network tariff that recovers tieguired revenue for transmission
services.

Figure 2.9 estimates the composition of a typitadtecity retail bill for a residential
customer in Queensland and South Australia.

Figure 2.9  Indicative composition of residential electricity hlls, 2010
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Figure 2.9 demonstrates that in Queensland anchSaustralia, the recovery of
distribution and transmission costs and profitedigh network tariffs account for
approximately 43-49 per cent of a typical residarglectricity bill. Recovery of the
transmission costs and profit only accounts forapimately 10 per cent of the total
average residential bill in those States.

1 AER, State of the Energy Marke&2010 and AER analysis.




3 Revenue

3.1 Introduction

The AER is responsible for regulating the reveragsociated with non-contestable
elements of the electricity transmission serviaewiged by TNSPs.

Chapter 6A of the NER sets out the regulatory fraor& and the process the AER
applies to determine a TNSP’s revenue determination

In determining the revenue for each year of thelleggry period, the AER adopts the
accrual building block approach which requiresieximum Allowed Revenue
(MAR) to be calculated as the sum of the returrcapital, the return of capital
(regulatory depreciation), an allowance for opegand maintenance expenditure
(opex) and an income tax allowance (figure 3.1).

The TNSP then uses the MAR to determine transnmgsiees (tariffs). These tariffs
are determined in accordance with the NER and tBR’4 pricing guidelines. The
TNSPs set tariffs to recover the MAR for each ya&ahe regulatory period. A
number of adjustments can be made so that the THd8& not over or under recover
its MAR over the whole regulatory period.

Figure 3.1  The revenue building blocks

return on capital

return of capital (regulatory depreciation)

operating expenditure

Income tax

A TNSP’s revenue allowance can vary over the régofacontrol period. As part of
the revenue determination process, a TNSP’s MAdRisrmined using a forecast
inflation rate for the duration of the regulatogntrol period. The MAR is adjusted
annually for actual CPI to preserve the real valuihe revenue stream. This
adjustment may explain some of the discrepanciegdas forecast and actual
revenue reported by TNSPs. Payments and penalteasliad under the service
standards performance incentive scheme also aftdaal revenue.
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Additionally, certain unexpected coStshat the AER allows TNSPs to pass onto
customers (known as cost past-through events)ezahtb differences between actual
revenue and the forecast MAR

This chapter discusses the TNSP’s reported revan09-10, including:
= revenue from prescribed services and other sources;

= actual MAR achieved compared to the forecast MAReady the AER in its
revenue determinations. It should be noted thatcfst figures for MAR have
been taken from final AER decisions and adjustedvfarch quarter CPI figures
for the later year of the relevant peritcand

= the transmission charges outcome (or price path).

3.2 TNSPs revenues in 2009-10 and recent years

The electricity transmission industry is capitakemsive in nature and the size of a
TNSP’s asset base is positively correlated witlenexe. That is, revenue from
prescribed services is about 15-20 per cent ofdbelatory asset base, irrespective of
the size of the TNSP’s asset base.

As depicted in table 3.1, total transmission reeefnam prescribed services increased
from about $2.15 billion in 2008-09 to about $2t88ion in 2009-10. This equates to
about 11.7 per cent increase in annual terms.

2 For example, damage caused to transmissionaimesresult of a cyclone.

13 For example, forecast MAR for the period 2009sladjusted using the March quarter 2010 CP!I
with the exception of SP AusNet and Transend whene been adjusted using the December
quarter 2009 CPI. CPI data is sourced from the AB8site (www.abs.gov.au).
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Table 3.1 Actual MAR from prescribed services ($million), 20@-05 to 2009-10

TNSP 2004-05 2005-06 2006-07 2007-08 2008-09 20D9-1
Directlink Na Na 12.0 12.1 12.4 12.4

ElectraNet 163.9 170.4 179.1 186.8 230.5 249.4
EnergyAustralia 91.3 99.0 107.6 115.9 129.5 139.7
Murraylink 12.4 12.7 12.7 13.0 13.9 13.7

Powerlink 416.2 466.0 510.5 536.8 604.4 667.0
SP AusNet 281.2 291.3 302.0 313.2 456.1 482.5
Transend 108.0 115.0 123.3 130.1 144.2 165.8
TransGrid 435.3 459.5 486.5 520.4 570.6 675.0
Total 1,508.3 1,613.8 1,733.7 1,828.4 2,161.6 2,305

Source: AER calculations based on TNSPs regulaocrgunts.

The revenue from prescribed services as a shaatabrevenue for the transmission
sector increased from 90.6 per cent in 2008-091t6 Per cent in 2009-10 (figure
3.2). This increase was largely due to relativejhbr prescribed services revenue as
a share of total revenue in 2009-10 for TransGralyerlink, SP AusNet, Directlink

and Murraylink.

TNSPs can earn non-regulated revenue in a numbeays. These include revenue
earned by renting line space to telecommunicatonspanies for optic fibre cabling

and by providing connection services for other besses?

*In Victoria AEMO manages network augmentation wakkhere the augmentation is deemed

contestable and procured through a competitivegieprbcess, the assets remain outside of the
regulatory asset base. Where the augmentatioreimeld non-contestable, the assets are rolled into

SP AusNet's regulatory asset base at the end gfetfied.

32



Figure 3.2  Transmission prescribed services revenue as a shasktotal revenue,
2005-06 to 2009-10, per cent
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Source: AER calculations based on TNSPs regulatocgunts.

The actual average increase in the MAR for presdribpansmission services for each
of the TNSPs for the five years between 2005-062009-10 is 9.7 per cent, with the
exception of SP AusNet of 12.5 per cent and Trashs@th 8.1 per cent (refer to table
3.2).

Table 3.2 Change in the actual MAR of prescribed transmissiorservices — 2008-09
to 2009-10 and actual average change 2005-06 to 24, per cent

TNSP 2009-10 5-year average 2009-10 variation
from 5-year average
ElectraNet 8.2 9.0 -0.8
EnergyAustralia 7.9 8.1 -0.2
Powerlink 10.4 9.9 0.4
SP AusNet 5.8 12.5 -6.7
Transend 14.9 9.1 6.0
TransGrid 18.3 9.3 9.0

Source: AER calculations based on TNSPs regulaocrgunts.

Between 2008-09 and 2009-10, the actual MAR froesgribed services for
Transend and TransGrid increased substantially tharetheir five year averages,
with increases of 14.9 per cent and 18.3 per @spectively. The increase in actual
MAR for Transend and TransGrid can be explainetheycommencement of a new
regulatory period in 2009-10 for these TNSPs antharease in the allowed revenues
as determined by the AER.
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SP AusNet's average change in actual MAR from piteeset services of 12.5 per cent
over the five year period reflects the inclusioranfallowance in the MAR

calculation to recover an easement tax in the mgwlatory period. The change in SP
AusNet'’s actual revenue from prescribed servicéwédxn 2008-09 and 2009-10 of
5.8 per cent is below its five year average (1256qent)™

3.3 Comparison of actual revenue and forecast MAR

Variations between actual revenues for TNSPs aretést MARs made at the start of
the regulatory period may occur due to pass thregkents, contingent projects,
incentive payments and differences between actuhlfarecast CPI.

In table 3.3, the forecast MAR at the time of edblEP’s determination and any
subsequent final determinations has been adjusied the appropriate CPI.

Table 3.3 Differences between the total actual MARSs of all TSPs and the total
forecast MARs of all TNSPs, 2005-06 to 2009-10

2005-06 2006-07 2007-08 2008-09 2009-10
Transmission 1,613.8 1,733.7 1,828.4 2,155.4 2,379.6
Revenue (PS)
- MAR
Forecast MAR 1,594.3 1,714.2 1,829.9 2,147.7 2,373.5
(adjusted for
actual CPI)
Difference 195 195 -1.5 7.7 6.1
($m)
Difference (%) 1.2 1.1 -0.1 0.4 0.3

Source: AER calculations based on TNSPs regulaocrgunts. Excludes
VenCorp/AEMO data and interconnectors. Forecast Mi&Bs not include
network support pass through or service targeppernce incentive scheme
payments

The difference between the total actual MARs in@®Q@0 for all TNSPs and the total
forecast MARs as made at the time of the deternoinsiand adjusted for actual CPI)
was $54.2 million or 2.3 per cent.

In 2009-10, as indicated in table 3.4, the diffeesbetween the actual MAR and
forecast MAR was the largest for SP AusNet (2.7qeert).

The difference between Transend's actual MAR aretfst MAR is primarily a
result of the service standard bonus being recovieraddition to the forecast
revenue.

!> The easement tax was introduced in 2005/06 imikielle of the previous regulatory period. For
reporting purposes in that period the AER subtrhtite easement tax from its calculations of
changes in revenue. With the commencement of theregulatory period the AER has included
the easement tax in its reporting of revenue. TWeeyfear average revenue which crosses two
regulatory periods will reflect the inclusion oftkasement tax.
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The difference between SP AusNet's actual MAR @59210 and forecast MAR can
be explained by an upward adjustment for s-faatdrapass through for differences
between forecast and actual easement tax.

Table 3.4 Differences between actual MAR and forecast MAR byNSP (excluding
interconnectors), 2009-10

Transmission Forecast MAR Difference  Difference
Revenue (PS) - (adjusted for ($m) (%)
MAR actual CPI)

ElectraNet 249.4 250.2 -0.8 -0.3
EnergyAustralia 139.7 143.0 -3.3 -2.3
Powerlink 667.0 664.0 3.0 0.5
SP AusNet 482.5 472.2 10.3 2.2
Transend 165.8 164.7 1.1 0.7
TransGrid 675.0 679.3 -4.3 -0.6

Source: AER calculations based on TNSPs regula@ocgunts. Forecast MAR does not
include network support pass through or serviogetaperformance incentive
scheme payments

In figures 3.3 to 3.10, the differences betweenadl/AR and forecast MAR
(adjusted for actual inflation) for each TNSP haeen presented from 2005-06 to
2009-10 (data permitting).

Some key observations include:

= Following a sharp increase in actual and forecaSR\of about 24 per cent for
ElectraNet between 2007-08 and 2008-09 (the feat wf its current regulatory
control period), increases of actual and forecadRMetween 2008-09 and 2009-
10 were in the order of eight per cent.

= EnergyAustralia's actual and forecast MAR in 2009ficreased by between
seven to eight per cent compared to 2008-09 and less that the increases
between 2007-08 and 2008-09 (13.6 per cent).

=  Powerlink’s actual revenue increased by 10.4 pet lsetween 2008-09 and 2009-
10. This was in line with their forecast MAR (1(@8&r cent). These increases were
less than the increases for actual and forecast $#dRween 2007-08 and 2008-9
of around 12.5 per cent.

= SP AusNet’s actual and forecast revenue increas2®09-10 were the smallest of
all TNSPs (about 3.6 to 5.8 per cent). This follamsincrease in actual and
forecast revenue in the order of 43 per cent tpefcent between 2007-08 and
2008-09. 2008-09 was the first year of SP AusNaitsent regulatory control
period. The sharp increase in revenue reflectentrease in revenues approved
by the AER and includes allowance for the recowdrhe easement tax.
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®= Transend's actual revenue increased by 14.9 peirc2009-10 compared to
2008-09 while the increase for forecast MAR wasaaii6.8 per cent between
2009-10 and 2008-09.

= TransGrid increases in actual and forecast MAR betw2009-10 and 2008-09
have been in the order of 18-19 per cent. This @ewin the order of 9.5 per
cent between 2007-08 and 2008-09. The increaszg0fi®-10 can be explained by
the start of a new regulatory period in 2009-10 andhcrease in allowed revenue
as approved by the AER. Over the past two finan@als, the total increase in
actual revenue by TransGrid has been the largebeahain TNSPs at about 28
per cent (or about $155 million).

Comparison of revenue outcomes by TNSP

Figure 3.3  ElectraNet Figure 3.4  EnergyAustralia
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Figure 3.5  Powerlink

Figure 3.6  SP AusNet
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Figure 3.7  Transend

Figure 3.8  Transgrid
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Figure 3.9  Directlink Figure 3.10 Murraylink
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Source: AER calculations based on TNSPs regulaoccgunts.

3.4 TNSP transmission charges outcomes

Figures 3.11 to 3.16 show the indicative price mdthNSPs’ actual allowed
transmission charges (expressed on a $SMAR/MWh besiapared to the
transmission charges that were forecast basedeaailtiwed revenues at the time of
the regulator’s decision.

These price paths indicate the extent to whichactyenue per megawatt hour
transmitted varies from forecast revenue per metjdwar transmitted. Differences
may arise due to variation between forecast anehb€P| and contingent projects.

The movement in actual indicative prices for allS®é were generally very close to
those forecast in the respective transmission mhét@tion. The differences that were
evident appeared to be primarily due to actualmaeecontaining STPIS (s-factor)
payments and network support pass throughs, wheha incorporated in the
original revenue allowances by the regulator.
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Comparison of revenue transmission charges by TNSP

Figure 3.11 ElectraNet
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Figure 3.13 Powerlink
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Comparison of revenue outcomes by TNSP (continued)

Figure 3.15 Transend Figure 3.16 TransGrid
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Source: AER calculations based on TNSPs regulaocgunts and final revenue
determinations.
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4 Financial indicators

4.1 Introduction

This chapter describes the financial performancENBPs in the 2009-10 financial
year and where appropriate compares their perfazenagainst previous financial
years. Appendix Aof this report provides a sumntriey items and financial
indicators derived from TNSPs’ income statementslzalance sheets.

Under the building block methodology for regulatimices, TNSPs are provided with
a MAR which provides them with a consistent andtregly predictable cash flow -
regardless of seasonal fluctuations and volumegd®armhis cash flow supports the
TNSPs’ operations and planned capital investmeams@ay also service debt.

Key factors in determining TNSPs’ profits includstusal capex and opex. As the
TNSPs’ regulatory asset bases grow, the depreciatipense will also increase and
can affect reported profit and return on equity.

4.1.1 Financial ratios

The ratios used by the AER to assess TNSPs’ fiahperformance are set out in the
table below and relate to prescribed services Weye indicated. They are widely
accepted financial ratios and have been adoptelebER on this basi¥.

Financial ratio Description Calculation
Return on Equity Measures the firm’s Net Profit After Tax
(ROE) profitability and allows Average Equity

investors to compare returns
for investments with similar
risk profiles.

Return on Assets  Measures the efficiency of  Earnings before Interest and Tax (PS)
the use of the business’

(ROA) assets in producing operatingAverage Regulatory Asset Base
profit.

Gearing The percentage of the firm's Debt
funding which is attributed to (Debt + Equity)
debt.

Interest cover Measures whether a firm’s Earnings before Interest and Tax (PS)

earnings can cover its gross

. Gross Interest Expense
interest expense.

In this report:

6 As noted in the 2008-09 performance report, fitesses that own more than one regulated

network, pay tax and hold debt at the corporatel)eny allocation of tax or debt to an underlying
line of business will be somewhat arbitrary. THedtion is only done for regulatory accounts and
not statutory accounts (eg SP AusNet). Therefa must be taken when assessing the financial
ratios and measures for these businesses.
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ROE is calculated using net profit after tax (NPARY average equity as measured
for the whole of a TNSP’s business.

ROA and interest cover are calculated using priesdrearnings before interest and
tax (EBIT) and the average regulatory asset bas@)Rssociated with the
prescribed services provided by the TNSP. The phest services provided by the
TNSP typically account for more than 90 per centheftotal revenue of a TNSP.

4.1.2 Aggregate TNSP performance

Table 4.1 below identifies which TNSPs have coniiedl to the aggregate TNSP
performance indicators, as reported in this peréoroe report.

Table 4.1 TNSPs included in aggregate financial indicators

2003-04 2004-05 2005-06 2006-07  2007-08 2008-09 092®

AN
AN
AN

Directlink

\

ElectraNe

<
<

EnergyAustralic
Murraylink
Powerlink

SP AusNe
Transen

N X X

TransGric
AEMO

NN
A N N N N SR
A N N N N MR
AN N R VR NN
AN N N SR VR NN
AN N N SR VR NN

Aggregate TNSP performance is reported below ilfetdl2. It should be noted that:
= Opex, grid support and depreciation relate to pilesd services only.

= Gross interest, tax and dividends are aggregagedes relating to both prescribed
and other services.
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Table 4.2 TNSPs’ aggregate financial performance

2008-09 2009-10
Income statement — Prescribed Services $ million illion
Transmission revenue (PS) * 2,155.4 2,379.6
Operating expenditure (PS) 465.7 465.3
Grid support (PS) 23.4 21.3
Depreciation (PS) 501.7 572.6
Earnings before interests and tax (EBIT, PS) 14055. 1,216.9
Income statement — Aggregate **
Gross interest expense (aggregate) 610.4 2.368
Tax (aggregate) 158.8 178.7
Net profit after tax (aggregate) 388.7 860.
Dividends (aggregate) 392.3 362.0
Balance sheet
Closing RAB (PS) 14,108.8 15,698.7
Total assets (aggregate) 17,698.6 19,527.9
Total debt (aggregate) 8,777.6 9,650.2
Total liabilities (aggregate) 11,672.4 12,808.5
Total equity (aggregate) 6,026.2 6,719.5

* Transmission revenue is from prescribed serviegsvork charges only.

** This information is not reported or requestedagirescribed services level and
therefore aggregate figures can only be providedhiese categories.

Figure 4.1, below illustrates the various repodethponents of the TNSPS’ expenses

as a percentage of aggregate expenditure in 2009-10
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Figure 4.1  TNSPs’ aggregate financial performance 2009-10

16%
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O Gross interest B Tax @ Dividends

Source: AER calculations based on TNSP regula&pgnts.

Figure 4.2 illustrates the various reported comptsmef the TNSPs’ expenses as an
absolute dollar amount of aggregate expenditurEN$Ps. Aggregate expenditure
increased 5.7 per cent in 2009-10 compared torénaqus year.
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Figure 4.2  TNSPs’ aggregate financial performance 2002-03 t®29-10 ($nominal,
m)
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2002/03 | 2003/04 | 2004/05 | 2005/06 | 2006/07 | 2007/08 | 2008/09 | 2009/10
O Dividends $762 | $1486 | $170.3 | $158.8 | $236.0 | $252.8 | $392.3 | $362.0
B Tax $982 | $957 $157 | $307.1| $790 | $1417 | $1588 | $178.7
0O Gross interest $3719 | $3589 | $397.7 | $410.6 | $4313 | $494.3 | $6104 | $682.3
O Depreciation (PS) | $319.2 | $3617 | $392.2 | $419.9 | $4500 | $472.1 | $5017 | $572.6
O Grid support $15.1 $14.9 $19.9 $266 | $243 | $347 | $234 | $213
O Opex(PS) $309.0 | $343.9 | $242.8 | $392.7 | $413.0 | $430.3 | $465.7 | $465.3

Source: AER calculations based on TNSP regulatpgnts

4.2  Individual TNSP performance

A business’ operating environment has a direct shpa its financial performance.
The following sections provide snapshots of indidbdTNSPs’ performances.

421 ElectraNet

In 2009-10 ElectraNet's earnings before interesttan increased to $135.6 million
as indicated in figures 4.3 to 4.8. Since 2005-@8tFaNet has recorded subsequent
net losses after tax. These losses resulted frgmihterest expenses and moderate
depreciation and amortisation expense and operatidgnaintenance expenditure.
However, ElectraNet recorded a net profit afterita009-10 of $11.0 million,
compared with a net loss after tax in 2008-09 of $iillion.

Return on equity was higher than the previous fireryear and the return on assets
remained steady at 9.3 per cent. Subsequentlytr&Met’'s gearing ratio decreased to
70.1 per cent of equity whilst interest coverageeased to 1.0 time. ElectraNet’s
gearing ratio has remained relatively constantesR@03-04 whilst its interest cover
times have trended up.
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Figure 4.3  EBIT (PS) $million Figure 4.4  NPAT $million
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4.2.2 EnergyAustralia

In 2009-10 EnergyAustralia’s earnings before indeend tax increased to $82.1
million and return on assets remained at 9.1 pet &= illustrated in figures 4.9 to
4.15. However its net profit after tax and retamequity decreased in 2009-10.
Dividend payments made by EnergyAustralia decrebgedB per cent to $20.9
million. Its gearing ratio and interest coveragsalecreased to 68.2 per cent and 1.8
times respectively.

EnergyAustralia’s NPAT has fluctuated over the fyear period to 2009-10. Similar
to other TNSPs, NPAT was influenced by interestegasges from liabilities,
depreciation and amortisation expenses, and oparatid maintenance expenditure.
EnergyAustralia’s gearing ratio has remained reddyi constant since 2005-06.

46



Figure 49  EBIT (PS) $million Figure 4.10 NPAT $million
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4.2.3 Powerlink

Powerlink’s earnings before interest and tax ineeelan 2009-10 to $313.7 million
and net profit after tax also increased to $128lkom, as illustrated in figures 4.16

to 4.22. Dividends payments also increased in 2008 $100.2 million, whilst

return on equity remained constant 6.7 per cetuymeon assets decreased slightly to
6.7 per cent. Powerlink’s gearing ratio increase@2.4 per cent while interest
coverage remained constant of 1.6 times.

Powerlink’s NPAT has fluctuated over the five ypariod to 2009-10. Similar to

other TNSPs, NPAT was influenced by Powerlink’®iest expenses and to a smaller
extent its depreciation and amortisation experi3@édend payments have remained
relatively constant above 80 per cent of NPAT. Rtinlés gearing ratio has trended
upwards since 2004-05 to support its increasingaapvestment program.
Consequently, Powerlink’s interest coverage ra#ig &lso trended down until the
previous year.
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Figure 4.16 EBIT (PS) $million
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4.2.4 SP AusNet

SP AusNet’s earnings before interest and tax ahg@nodit after tax increased in
2009-10 to $267.9 million and $103.9 million regpealy (figures 4.23 to 4.29). The
return on equity increased from the previous fimangear to 9.9 per cent whilst the
return on assets decreased slightly to11.2 per Baritlends to shareholders
decreased by 19 per cent in 2009-10 to $117 millim2009-10 SP AusNet's gearing
ratio increased to 64.3 per cent while interesecage remained steady to 1.9 times.

SP AusNet's NPAT has fluctuated over the five y@eiod to 2009-10. Similar to
other TNSPs, NPAT was influenced by the SP AusNeté&rest expenses from
liabilities and to smaller extent its depreciateord amortisation expenses and
operation and maintenance expenditure. SP Austisng ratio has trended up
since 2006/07 SP AusNet's interest coverage ratio has remaieledively stable
over the five year period to 2009-10.

17" As noted in the 2008-09 performance report, SBN& commented that this was influenced by

the merger between SPI Powernet and TXU in 2004tweid to significant structural change
within the business and a successful public of(eah49 per cent of the business in 2005-06.
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Figure 4.23 EBIT (PS) $million
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425 Transend

In 2009-10 Transend recorded an increase in eagitefpre interest and tax and net
profit after tax, with results of $68.6 million a®@6.4 million respectively (refer
figures 4.30 to 4.36). Dividends paid by Transeontioued to decline. Between
2009-10 and 2008-09 they declined by 61 per cei8t6é million. However the return
on equity and the return on assets recorded aaasercompared to the previous
financial year. Transend’s gearing ratio decreadigtitly to 47.9 per cent whilst
interest coverage increased to 2.1 times.

Transend’s NPAT has fluctuated over the five yearqal to 2009-10. NPAT was
influenced by Transend’s interest and depreciatxpenses and, unlike other TNSPs,
Transend’s operating and maintenance expenditurieilcoted to falling NPAT over
time.
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Figure 4.30 EBIT (PS) $million
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426 TransGrid

TransGrid’s (figure 4.37 to 4.43) earnings beforteiest and tax continued to grow
reaching $353.8 million in 2009-10. Net profit aftax and dividend payments
increased to $162.1 million and $135.1 million exgjvely. Return on equity
decreased to 7.5 per cent whilst the return onsigsaeased slightly to 7.6 per cent
in 2009-10. TransGrid’s gearing ratio and intemsterage decreased in 2009-10 to
48.4 percent and 2.6 times.

TransGrid NPAT has fluctuated over the five yeaiqaeto 2009-10. The NPAT was
influenced by TransGrid’s depreciation and amotitisecosts and operation and
maintenance expenditure and to a smaller extestast expenses from liabilities.
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Figure 4.37 EBIT (PS) $million
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5 Capital Expenditure

5.1 Introduction

Electricity transmission networks are typically qansed of large assets with long
asset lives. Capital expenditure (capex) is reguivben these assets expire, or when
the demand for electricity reaches levels the cuimetwork assets cannot safely
manage. In addition, capex includes expenditusigment transmission networks to
provide extra capacity in order to maintain a cstesit and reliable supply of
electricity for consumers.

Capex is one component of the building block makat the AER uses to make a
determination on the revenue that a transmissiginbas needs to cover its efficient
costs while providing for a commercial return te thusiness. At the beginning of a
regulatory control period, the AER sets an effitiexrante capex allowance for each
TNSP. This capex allowance is intended to coveN&H's expected infrastructure
investments, including augmentation of the netwogglacement of aging or
redundant assets and investment in business sugystems.

TNSPs determine which capital investment projewty will undertake within this
allowance, subject to service standards requiresn&iie objective of the ex-ante
allowance is to provide certainty and a strong mtiee for efficient investment.

The AER sets capex targets for each TNSP at thedinits revenue determination. In
its revenue proposal, TNSPs are required to propdseecast capex that aims to
achieve the capex objectives'df:

= meeting the expected demand for prescribed trasgmiservices over that period

= complying with all applicable regulatory obligateassociated with the provision
of prescribed transmission services

= maintaining the quality, reliability, safety andccaety of prescribed transmission
services and in turn the transmission system.

TNSPs that spend less than the allowance set bA&EReretain the benefit of that
lower expenditure (both the return on and returoagital) for the remainder of the
regulatory control period. Conversely, TNSPs exoegthe allowance forgo any
return on or return of capital for the remaindethef regulatory control period.

This chapter discusses TNSPs’ capex performan2e0da-10, including comparisons
to previous years. Murraylink and Directlink haveeh excluded from the aggregate
capex measures as they do not have any capex $okaang their current regulatory
periods.

8 Rule 6.A.6.7(a), NER.
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5.2 Capexin 2009-10 and recent years

Capital expenditure (capex) for the TNSPs have Igeaerally increasing over time,
with a noticeable increase in expenditure in 20877he aggregate actual and
forecast capex for the TNSPs from 2005-06 to 2 isprovided in Figure 5.1.

From 2005-06 to 2007-08, the TNSPs' aggregate lacapax has been above forecast
capex. From 2008-09 to 2009-10, forecast capedées in line with actual capex.

Appendix B details forecast and actual capex feghédNSP in nominal dollars.
Figure 5.1  TNSPs' aggregate actual and forecast capex, 20054062011-12
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Source: AER calculations based on TNSP regula&pgnts

Figure 5.2 compares capex across TNSPs betweer(Babd 2009-10. Overall,
capex has increased over time in line with increggiemand and network expansion.
SP AusNet experienced an increase of only nineg@arin the five year period. In
contrast over the same period, EnergyAustralia mepeed a 477 per cent increase
The other TNSPs each experienced increases rafigmgapproximately 17 per cent
to 227 per cent in the five year period to 2009-10.
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Figure 5.2  Individual TNSP capex comparison between 2005-06 dn
2009-10 ($ nominal)
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Figure 5.3 shows TNSPs' capex as a percentageed@y RAB in 2009-10.
EnergyAustralia's capex in 2009-10 was approxirngaétél2 per cent of average RAB.
In contrast, SP AusNet's was under five per ceme. dther TNSPs experienced ratios
between eight per cent and 13 per cent.

Figure 5.3  TNSP capex to average RAB ratio, 2009-10, per cent
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5.2.2 Capital expenditure and the RAB

Figure 5.4 shows the capex to average RAB ratid M8Ps from

2003-04 to 2009-10. EnergyAustralia has experiesaguficant increases in its
capex to average RAB ratio from 6.4 per cent inG200 to 24.2 per cent in 2009-10,
the highest of the TNSPs. This has been due tafsx increasing substantially over
that period whilst its average RAB has remainedtnaly steady.
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SP AusNet's capex to average RAB ratio has beelowest of the TNSPs, at
4.6 per cent in 2009-10. This reflects capex aredaye RAB increasing at a
proportionate rate over the period.

Figure 5.4  Capex to average RAB ratio from 2003-04 to 2009-10
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5.2.3 Capital expenditure and line length

Figure 5.5 shows capex to line length ratios foiSHs from 2003-04 to 2009-10.
EnergyAustralia has been excluded for comparisopqaes, however its capex to
line length ratio is discussed further in Appen@ix

Figure 5.5 demonstrates that the five TNSPs' capére length ratio were broadly

in line with each other until 2006-07. PowerlinkamsGrid and Transend experienced
significant increases in their capex in 2007-08&09 and 2009-10 respectively,
whilst their line lengths remained steady. Thisistated to significant increases in
their capex to line length ratios in those respecyears.

SP AusNet's capex to line length ratio has beeovb&P0,000 per kilometre from
2003-04 to 2009-10. In 2007-08 and 2008-09, Ponletiad the highest capex to line
length ratio of the TNSPs. However in 2009-10, Banrd's capex to line length ratio
reached $38,138 per kilometre, compared to SP AuatNbe lower end of the capex
to line length ratio at $16,832 per kilometre.
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Figure 5.5  Capex to line length ratios from 2003-04 to 2009-10
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5.2.4 Capital expenditure and maximum demand

Networks must maintain a level of maximum capaalipve maximum demand so as
to avoid system outages during peak periods. As,stapex is often incurred to
upgrade networks in anticipation of increased ®itmaximum demand.

Figure 5.6 presents capex as a proportion of maximemand. The significant
increase in the 2007-08 ratio for Powerlink arosenfa reduction in their maximum
demand that coincided with a significant increaseapex.

SP AusNet has consistently incurred low capex gaveatt (GW) of maximum
demand. In 2009-10, SP AusNet incurred the lowe$1 4,188 per gigawatt,
compared to Transgrid, the highest at $68,639 jgamatt.
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Figure 5.6  Capex per GW of maximum demand from 2003-04 to 20080
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5.2.5 Capital expenditure and electricity transmitt  ed

Figure 5.7 illustrates the capital cost of each ahelectricity transmitted across the
TNSPs from 2003-04 to 2009-10.

In 2009-10, Transend's capex to electricity tratgaiiratio was the highest, at
$11,348 per GWh, compared to SP AusNet's at therlewd of the capex to
electricity transmitted ratio at $2,166 per GWh.

Transend's electricity transmitted has remaineatixaly steady from

2003-04 to 2008-09. However, its capex nearly dedifiom 2008-09 to 2009-10,
increasing its capex to electricity transmitte1d,348 per GWh, the highest of the
TNSPs.
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Figure 5.7  Capex per GWh of electricity transmitted from 200304 to 2009-10
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5.3 Main capex cost drivers

In this section, a variety of capex indicators @sed to assess the TNSPs'
performance in 2009-10.

TNSPs typically undertake capex for three mainoras
= the replacement or renewal of aging assets

= the upgrade or augmentation of the network to suifieincreased demand and
load

= to meet legal, environmental and statutory oblayadi
Figure 5.8 illustrates the reasons given by TN®Psiidertaking capex in 2009-10.

The primary driver for capex in 2009-10 continueb¢ expenditure to meet
increased demand and load on transmission netwacksunting for about half of
aggregate capex. In 2009-10, renewal and repladesheetwork assets capex
increased, accounting for approximately 34 per.cgaturity and compliance capex
requirements were minimal.
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Figure 5.8  Aggregate capex by cost drivers for TNSPs, 2007-88 2009-10
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Notes: No data is available for SP AusNet and tEd&et for 2007-08.
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6 Operating Expenditure

6.1 Introduction

A transmission network consists of towers and thresathat run between them,
underground cables, transformers, switching equippymeactive power devices, and
monitoring and telecommunications equipment. TNi®Psr operating and
maintenance expenditure (opex) costs in maintaitiiedunctionality of the
transmission network in order to adequately prowdasmission services. Opex
typically includes wages and salaries, transmisagset maintenance costs, service
contract expenses paid to third parties and otiprticosts related to the provision of
prescribed transmission services.

Opex is one component of the building block moteat the AER makes a
determination on the revenue that a transmissisinbas needs to cover its efficient
costs while providing for a commercial return te thusiness. The AER forecasts the
amount of opex necessary for each TNSP to opetrate efficient level based on its
network requirements. These vary due to differeatlldensities, scale and condition
of networks, service reliability and geographieduirements.

The AER also operates an efficiency benefits skgasaiheme to provide TNSPs with
an incentive to achieve an efficient level of opexunning their networks. This is
done by allowing TNSPs to retain a proportion of apex efficiency gains (losses)
made against a benchmark opex tatget.

This chapter discusses the TNSPs' opex performfan@909-10, including
comparisons to previous years. The interconnedrsctlink and Murraylink are
excluded from the analysis as they require vetig ldpex to function relative to the
other TNSPs and do not provide useful comparisénsrgyAustralia has been
excluded from the analysis in sections 6.2.3 aBdL&ecause its data was not
suitable for comparison with the other TNSPs. Migtailed analysis of the TNSPs
and interconnectors is set out in Appendix A.3.

6.2 Opexin 2009-10 and recent years

Opex for the TNSPs has been generally increasiegtome. The aggregate actual
and forecast opex for the six TNSPs from 2005-080Xb1-12 is provided in Figure
6.1. From 2005-06, the TNSPs' aggregate actual bagxnoved broadly in line with
forecast opex, though forecast opex has been battwal opex for each of the past
five years.

Appendix D further details forecast and actual ofpexeach TNSP in nominal
dollars.

19 Under this incentive scheme, the businessesrataiind 30 per cent of efficiency gains or losses

against the benchmark, and pass on the remainipgi7€ent to customers through price
adjustments. TNSPs can retain efficiency gaindéar the cost of any efficiency losses) for five
years after the gain (loss) is made
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Figure 6.1  TNSPs' aggregate actual and forecast opex, 20054062011-12
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Figure 6.2 compares opex across TNSPs between@®abd 2009-10.

Overall, opex costs have risen over time in linthwncreasing demand and increased
input costs. Powerlink and EnergyAustralia experéehincreases of nearly

50 per cent in the five year period to 2009-1C0cdntrast over the same period, the
other TNSPs each experienced increases of roughbelcent, with the exception of
TransGrid.

Figure 6.2  TNSP opex comparison between 2005-06 and 2009-1h¢ninal)
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6.2.2 Operating expenditure and the RAB

Figure 6.3 shows the ratio of opex to average RéBHe TNSPs from
2003-04 to 2009-1a-he indicative trend is for the opex to average RA®D to be

65



lower when the asset base is larger. In other waonéslarger TNSPs generally exhibit
lower opex to average RAB ratios due to the ecoreraf scale available to larger
businesses. In Figure 6.3, Powerlink, SP AusNatlsTaansGrid's opex to average
RAB ratios are lower than Transend and ElectraNgiéx to average RAB ratios.

Though Transend's opex to average RAB relationsagibeen higher than the other
TNSPs, from 2008-09, Transend's opex to average R#AB has decreased as its
opex remained constant and average RAB increagadisantly. In 2009-10,
Transend's opex to average RAB ratio was in lirte tie other TNSPs.

Figure 6.3  Ratio of opex to average RAB
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6.2.3 Operating expenditure and line length

Figure 6.4 shows opex to line length ratios foefof the six TNSPs from
2003-04 to 2009-10. EnergyAustralia has been erddcbm Figure 6.4 for
comparison purposés.

Figure 6.4 demonstrates that the five TNSPs' opdixé length ratio all move
together closely, and is indicative of the levebp&x required by the industry at large
to maintain a given length of transmission cir¢mié. Transend's opex to line length
ratio is higher than the other TNSPs, reflectivéheir opex almost doubling in the
period while their line length has remained steady.

2 EnergyAustralia has a high opex to line lengtiorand is excluded from the comparison in this

section but is discussed in Appendix C.
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Figure 6.4  Opex to line length ratios for TNSPs from 2003-04ct 2009-10
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6.2.4 Operating expenditure and electricity transmi  tted

Figure 6.5 illustrates the operating cost of eathaf electricity transmitted across
the TNSPs from 2003-04 to 2009-10. In 2009-10, tEadet's opex to electricity
transmitted ratio was the highest, at $3,979/GWhmmared to EnergyAustralia at the
lower end of the opex to electricity transmittetiaat $708/GWh.

The larger TNSPs have a lower opex to electricapgmitted ratio. This is consistent
with analysis in section 6.2.2, that larger TNSRsable to take advantage of
economies of scale to reduce their opex relativa@aller TNSPs.

Figure 6.5  Opex per GWh of electricity transmitted from 2003-@t to 2009-10
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6.3 Main opex cost drivers

In this section, a variety of opex indicators asedito assess the TNSPs' performance
in 2009-10. EnergyAustralia is excluded becausagdjeegated opex data was not
available?* Information for the interconnectors, Directlinkdallurraylink is included

in Appendix E.

6.3.1 TNSPs main opex cost drivers

Figure 6.6 provides a breakdown of the main opest davers for five of the six
TNSPs for 2009-10. Figure 6.7 shows those cosesigas a percentage of total opex.

In 2009-10, expenditure on maintenance was thesiigpmponent of opex across all
TNSPs, ranging from 34 per cent to 46 per cenviafl bpex. SP AusNet's asset
management support is substantially higher thamtiner TNSPs at 28 per cent of
total opex. Other drivers of expenditure vary betweach TNSP.

Figure 6.6  TNSP's opex drivers, 2009-10
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2l Disaggregated opex data for EnergyAustralia veasamailable because EnergyAustralia operates

predominantly as a distribution network servicevier and reports on its transmission services
on that basis. See EnergyAustralisansmission Account2010.
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Figure 6.7
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Percentages may not add to 100 per certodoending.

Data for the six cost driver categories have lmempiled using TNSPsS'
regulatory financial statements.

Notes:
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7 Service standards

7.1 Introduction

This chapter outlines the performance of TNSPsiateticonnectors in 2009-10 with
respect to the service standards performance regime

The service standards performance regime opergteoliding financial incentives
for TNSPs and interconnectors to meet predefinedcgeperformance targets. The
regime is implemented through service standardsitinee schemes and operates in
conjunction with the efficiency Benefit sharing safie (EBSS) and other capex
arrangements to support the revenue cap regulatmework.

7.2 Background

In 2003, the Australian Competition and Consumem@ission (ACCC) was
responsible for the regulation of transmission neaas in the NEM. The ACCC
exercised its transmission regulatory duties utiteiStatement of regulatory
principles, applying a service standards incerdsifgeme under the ACC&ervice
standards guidelines (guidelineg$)This scheme applied to all TNSPs and
interconnectors.

On 1 July 2005, the AER assumed the ACCC's reshititiss for the regulation of
transmission revenues in the NEM. The AER continoeabply the ACCC
guidelines until a new AER scheme was created.

In January 2007, the AER published its first sextarget performance

incentive scheme (STPIS) for TNSPs and intercommgtt This scheme was to apply
to TNSPs and interconnectors whose regulatory cbpériods commenced on or
after April 2008. In 2008, the TNSPs that this snheapplied to were SP AusNet,
ElectraNet and AEMO.

In March 2008, the AER published its final decisamthe STPIS version? This
scheme was to apply to TNSPs and interconnectooseviegulatory control periods
commenced on or after June 2009. In 2009, the TNI&Rgshis scheme applied to
were Transend and TransGrid.

STPIS version 2 incorporated a market impact afdn@ission congestion parameter,
also known as the market impact parameter (MIP)chvtargets outages that have an
adverse impact on generator dispatch outcomes.stheme incorporated the MIP
based on historical data and provides financiabre for improvements in
performance against the target.

22 ACCC,Service standards guidelinek2 November 2003

2 AER,First proposed electricity transmission networkwee providers - service target
performance incentive schepdanuary 2007.

AER, Electricity transmission network services provideservicer target performance incentive
scheme (incorporating incentives based on the nhamiggact of transmission congestipiarch
2008

24
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Transzend was specifically excluded from the MIPlgsia due to a lack of sufficient
data:

Powerlink is currently operating under the schempased by the ACCC guidelines.
However, due to recent changes in the NER, Povkenias able to apply for early
adoption of the MIP. The AER approved Powerlinlddyimplementation of the
MIP from 13 July 2016°

ElectraNet is currently operating under the AER% proposed STPIS. ElectraNet
too sought early adoption of the MIP on 1 Octol@® The AER approved
ElectraNet's early implementation of the MIP frordahuary 2011’

SP AusNet is currently operating under the AER& firoposed STPIS. SP AusNet
applied for early adoption of the MIP with an implentation date of 1 August 2011.
The application is under consideratfin.

EnergyAustralia was operating under the ACCC gunésluntil the end of their
regulatory period in 2009. EnergyAustralia (Audyis now subject to the
distribution service standards performance scheme.

Table 7.1 provides an overview of the three serstaadards incentive schemes that
apply to TNSPs and interconnectors. The date digton of the MIP to each TNSP
is also identified.

% bid.

AER, Early application of the market impact componenthef service target performance
incentive scheme for ElectraNet - Performance Tafigecember 2010.
www.aer.gov.au/content/index.phtml/itemld/744990

71



Table 7.1 TNSP and interconnectors' service standards incentes schemes

TNSP Version of scheme currently Current MIP to apply
applied regulatory period  from

ElectraNet (SA) AER first proposed STPIS, Jan 2007 Jul 08-30 Jun 13 1 Jan 2011

Powerlink (Qld) ACCC Service standard guidelines 1 Jul 07 -30 Jun 12 13 Jul 2010
Decision, 12 Nov 2003

SP AusNet (Vic) AER first proposed STPIS, Jan 2007 Apr 08-30 Mar 1 Apr 2015

14

Transend (Tas) AER STPIS v2, Mar 2008 1 Jul 09t801¥ n/a

TransGrid (NSW) AER STPIS v2, March 2008 1 Jul @B38n 14 1 Jul 2009

EnergyAustralia No longer part of the regime 1Jul09-30Jun 14 n/a

(NSW)

Interconnectors

Directlink (Qld- ACCC Service Standards Guidelinesl Jul 05-30 Jun 15 1 Jul 2016

NSW) Decision, 12 Nov 2003

Murraylink (Vic - ACCC Service Standards Guidelinesl Oct 03-30 Jun 13 1 Jul 2014

SA) Decision, 12 Nov 2003

7.3  Service standards performance regime

The AER’s objectives in setting service standangemtives schemes within the
transmission determination framework are to:

= contribute to the national electricity objective
= be consistent with the principles in the NER

= promote transparency in the information providedayNSP or interconnector
and AER decisions

=  promote efficient TNSP and interconnector capex@yek by balancing the
incentive to reduce actual expenditure with thedrteamaintain and improve
reliability for customers and minimise the markapact of transmission
congestion.

The service standards performance regime is forfeaking and uses targets based
on historical performance to assess a TNSP’s padnce within a regulatory control
period. The AER also takes into account the impaplanned capex on performance.
Each TNSP and interconnector’s service perform@icempared to their individual
targets during the relevant regulatory control peiriService performance exceeding
the targets results in a financial bonus, whildgrenance which fails to reach the
targets results in a financial penalty. A TNSPndeiconnector’s

maximum allowed revenue (MAR) is then adjustedrnjuding the financial
incentive. Therefore, the service standard perfageaegime provides TNSPs and
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interconnectors with a financial incentive to impeaservice performance, and a
deterrence against poor performance. There are ture performance parameters
applying to TNSPs and interconnectors:

® transmission circuit availability
= |oss of supply event frequency
= average outage duration.

The performance targets are set in each reveneenaation decision and are
constant for the entire regulatory control periBdrformance targets and the
weighting of performance parameters are basedatarfaunique to each TNSP and
interconnector and therefore, vary between indi&idiNSPs and interconnectors.

The financial incentive is calculated using thenfafa set out in the service standards
incentives schemes and in each TNSP and interctorfseevenue determination
decision. This formula applies a weighting to epelformance parameter. The
financial incentive for parameters other than tH® Mas been limited to one per cent
of each TNSP and interconnector's MAR for the raf\calendar year. The financial
incentive for the MIP has been set at two per cent.

7.3.1 Implementation of the service standards perfo  rmance regime

The service standards performance regime for 28682810 was implemented
through the TNSPs revenue determinations set wiadese 6.2.4(b) of the NER. In
setting a revenue determination, clause 6.2.4¢p)ires the AER to take into account
the TNSP or interconnector’s revenue requiremeith rggard to, amongst other
things, the service standards applicable to theA BiSnterconnector.

The service standards performance regime measeriEsmpance based on calendar
years. This results in a four to six month lag eswthe time at which the service
standards performance is measured at the end oataedar year and the time at
which the financial incentive is adjusted from MAR at the beginning of the next
regulatory yeaf? This allows sufficient time for the data submitted TNSPs to be
audited and the resultant financial incentive tortméuded in the following financial
year's MAR.

7.3.2 Exclusions

To maintain the integrity of performance incentivibe services standards incentives
schemes permit TNSPs and interconnectors to exclerdain categories of events.
The nature and number of excludable events ditéwveen TNSPs and
interconnectors. Exclusions are generally grante@v¥ents caused by third parties
and force majeure events. Each TNSP and interceoma&so has company specific
exclusions which are generally expansions of tird fiarty exclusion. All TNSPs

and interconnectors are permitted to exclude thesats from their performance
calculations provided that the AER is satisfied #&ch event satisfies the appropriate
definition.

29 SP AusNet has regulatory years beginning in Apther than July.
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When considering the classification of an evertiegiag force majeure, the AER will
consider the following:

= was it foreseeable and its impact extraordinargputrollable and not
manageable

= does this event occur frequently and if so howtdedimpact of the particular
event differ

= could the TNSP or interconnector, in practice, hanexvented the impact of the
event though not necessarily the event itself

= could the TNSP or interconnector have effectivelyuced the impact of the event
by adopting better practices.

7.3.3 Annual compliance review

TNSPs and interconnectors are required under teénue determinations and the
service standards performance regime to report seevice standards performance
each year to the AER. The AER reviews each repaghsure that the reporting of
performance, treatment of exclusions and propasedi¢ial incentives comply with
the service standards reporting regime and thspeeive revenue determination
decisions. At the conclusion of the review procéss,AER notifies the TNSPs and
interconnectors of their performance outcomes abdexjuent financial incentive for
that year.

7.4  2009-10 performance report and service standard s

Table 7.2 shows the s-factors used to calculatérihacial incentives the TNSPs and
interconnectors were subject to under the sentaredards performance regime from
2006 to 2010. Table 7.3 summarises the annualdiaboutcome for the TNSPs and

interconnectors under the service standards pesgiocenregime.

Table 7.3 demonstrates the varied financial outcoimethe TNSPs under the service
standards performance regime. In 2010, PowerlinkTaansGrid received financial
benefits of approximately $11.34 million and $8rB#lion respectively, whilst in
contrast, Directlink incurred a penalty of approately $0.13 million. Powerlink and
TransGrid's bonuses were largely a result of tkiéi performance.
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Table 7.2

S-factors values (%) for TNSPs and interconnectors

TNSP 2006 2007 2008 2009 2010
ElectraNet (SA) 0.59 0.28 0.2p -0.40 0.60 0.00
Powerlink (Qld) - 0.82 0.53 0.17 2.62
SP AusNet (Vic) -0.29 0.06 0.150.82 0.51 0.58
Transend (Tas) 0.06 0.56 0.85 O.Biﬂ).ll 0.35
TransGrid (NSW) 0.63 0.12 0.31 0.220.11 1.21
EnergyAustralia (NSW) 0.39 -0.14 0.72 0.37 -
Interconnectors
Directlink (Qld-NSW) -0.54 -0.62 -1.00 0.00 -0.98| 0.00 -1.00
Murraylink (Vic-SA) 0.21 -0.32 0.6 0.00 0.87| 0.00 1.00
Source: AER's service standards compliance reviemsach TNSP and interconnector

from 2006 to 2010, www.aer.gov.au/content/indexyphtemIid/660322.
Notes:  SP AusNet reported separately for the diustrter of 2008 and the remainder of

that year. In 2008 SP AusNet transitioned to a regulatory control period,

with the financial incentive capped at +1 per a&rits MAR. Its financial

incentive in previous regulatory control periodssweapped at +0.5 per cent.

ElectraNet reported separately for the first a@wbad halves of 2008.

TransGrid and Transend reported separately fofirsteand second halves of

2Ecr)wgsrag.;yAustralia data for 2009 is for the six martit June.
Table 7.3 Financial outcome ($) for TNSPs and interconnectors
TNSP 2006 2007 2008 2009 2010
ElectraNet (SA) 1,028,373 504,036 269,3|84|59,980 1,438,880 0
Powerlink (QId) - 2,197,214 3,034,846 1,050,642 339,054
SP AusNet (Vic) -871,150 195,438 116,7|1&,793,998 2,408,852 2,845,653
Transend (Tas) 73,499 707,604 1,151,240 617]796,688 648,863
TransGrid (NSW) 2,956,432 575,067 1,711,790 628,0B91,256 8,562,674
EnergyAustralia (NSW) 400,564 -149,871 900,477 282, -
Interconnectors
Directlink (Qld-NSW) -49,673 -74,928 -122,462 12281 -126,561
Murraylink (Vic-SA) 26,762 -40,449 89,887 116,003 351786

Source:

AER's service standards compliance reviemsach TNSP and interconnector

from 2006 to 2010, www.aer.gov.au/content/indexaphtemIid/660322.

75



7.4.2 Non-availability of circuit

One measure of service standards which is relgto@hsistent across the TNSPs and
interconnectors is availability of transmissiorcait.

Figure 7.1 provides a comparison of circuit nonHawdlity across all TNSPs and
interconnectors for the past seven years. Giveredogh TNSP and interconnector has
its own performance targets, a comparatively lotng@rsmission circuit non-
availability percentage does not always transkafeneincial incentives. In addition,
this measure may be only one of many performanaesures for a TNSP or
interconnector and is not indicative of total seevstandard performance.

From 2008, Powerlink, TransGrid and Directlink haxgerienced the largest
increases in circuit non-availability. TransGricslalvised that the increase in circuit
non-availability can be explained by a large capuarks program, which included a
rebuild of a transmission line between Yass and §dalyagga and the replacement
of wood poles due to condition. The remaining TN8&¢ge either remained steady or
experienced slight decreases compared to prevears ysuggesting an improvement
In service standards.

Figure 7.1  Non-availability of transmission circuits
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Source: AER's service standards compliance revfeweach TNSP and interconnector
from 2006 to 2010, www.aer.gov.au/content/indexiphtemIid/660322.

Notes: All data is for performance with exclusions.
No data is available for Directlink from 2004 t6 6r Powerlink from
2004 to 2006.
No data is available for EnergyAustralia for 2@K0they are no longer apart of
the service standards performance regime.
Powerlink data is from the parameter 'total noaHability of critical
transmission circuits'.
Directlink data is from the parameter 'total salled non-availability of
transmission circuits.
Murraylink data is from the parameter 'total pladmon-availability of
transmission circuit energy".
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All other TNSPs' data is from the parameter 'tatat-availability of
transmission circuits'.

For TNSPs with two reporting periods in the samlerdar year, the data from
the earlier period was used.

7.5 TNSP's individual service standards performance

Detailed summaries of each TNSP’s service stangerfdrmance for 2009 and 2010
are provided below.

7.5.1 ElectraNet

ElectraNet's annual performance report for 2009nted an s-factor of 0.60 per cent
resulting in a financial bonus of approximately48imillion in 2010-11.

ElectraNet's annual performance report for 2010ntep an s-factor of zero resulting
in no financial incentive in 2011-12.

7.5.1.1 Performance measures

The performance measures applying to ElectraNegmitglcurrent revenue
determination decision are:

= total transmission circuit availability

= critical transmission circuit — peak

= critical transmission circuit — non-peak

= |oss of supply event frequency (events > 0.05 gystenutes)
= |oss of supply event frequency (events > 0.2 systenutes)

= average outage duration (minutes).
The MIP was added to this list of measures andiegfom 1 January 2011

Table 7.4 shows ElectraNet’s performance agaiestetimeasures and the resulting
financial incentives outcomes for 2009 and 2010.
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Table 7.4 Measures, results and incentives for ElectraNet, 2@ and 2010

ElectraNet 2009 2010

Parameter Target Performance s-factor Performance s-factor
(%) (%)

Total transmission circuit 99.47 99.74 0.30 99.69 0.30

availability (%)

Critical circuit availability - peak  99.24 99.82 0.20 99.75 0.20

(%)

Critical circuit availability - non-  99.62 - 0.00 99.49 0.00

peak (%)

Loss of supply event frequency 8 3 0.10 11 -0.10

(>0.05 system minutes)

Loss of supply event frequency 4 2 0.20 6 -0.20

(>0.2 system minutes)

Average outage duration 78 161 -0.20 130 -0.20

(minutes)

Market impact parameter

Net s-factor (%) 0.60 0.00
Net financial incentive ($m) 1.44 0

Source: AER's service standards compliance reviemilectraNet for 2009 and 2010,
www.aer.gov.au/content/index.phtml/itemld/73726@ an
www.aer.gov.au/content/index.phtml/itemld/745424

Notes: Data is for performance with exclusions.
Critical circuit availability — non-peak has a zeweighting and does not
contribute to the incentive calculation.

7.5.1.2 Exclusions

For 2009, ElectraNet proposed several outages ddaded from its performance data,
including five exclusions for customer related gas

For 2010, ElectraNet proposed that a number ofon@pject outages' exceeding the
14 day cap be excluded from the performance cdloulaf its total transmission
circuit availability parameter. These outages vessociated with the rebuilding of
the Para-Waterloo 132kv transmission line and yeggiously approved as
exclusions by the ACCC and incorporated by the AR the service standards
incentives scheme for ElectraNet.
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7.5.1.3 AER'’s conclusions

For 2009, the AER reviewed ElectraNet's proposetusions and accepted these
exclusions. Consequently, the AER endorsed ante+fa€0.6 per cent, which
resulted in a financial incentive bonus of apprcatiety $1.44 million in 2010-11.

The AER reviewed ElectraNet's performance in 2@pproving the exclusions and
endorsing an s-factor of zero. This resulted ifimancial incentive for ElectraNet in
2011-12.

In reaching these conclusions, the AER considefectfaNet's revenue
determination decision, annual performance regortsservice standards incentives
scheme.

7.5.2 Powerlink

Powerlink's annual performance report for 2009 rieggban s-factor of 0.17 per cent,
resulting in a financial bonus of approximately@BLmillion in 2010-11.

Powerlink's annual performance report for 2010 rigaba total s-factor of

2.62 per cent, resulting in a financial bonus gdragimately $11.34 million in
2011-12.

7.5.2.1 Performance measures

The performance measures which apply to Powerlialoatlined in the AER’s
revenue determination for Powerlink. These are:

= transmission circuit availability — critical elenten

® transmission circuit availability — non-criticaleehents
® transmission circuit availability — peak hours

= |oss of supply frequency events

= greater than 0.2 system minutes

= greater than 1.0 system minute

= average outage duration
The MIP was added to this list of measures andiegfiom 13 July 2010.

Table 7.5 shows Powerlink’s performance againddhmeeasures and the resulting
financial incentives for 2009 and 2010.
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Table 7.5 Measures, results and incentives for Powerlink, 2@and 2010

Powerlink 2009 2010

Parameter Target Performance s-factor Performance s-factor
(%) (%)

Transmission circuit availability -  99.07 99.20 0.04 98.69 -0.06

critical elements (%)

Transmission circuit availability - 98.40 97.94 -0.07 98.85 0.06

non critical elements (%)

Transmission circuit availability - 98.16 97.98 -0.04 98.64 0.12

peak periods (%)

Loss of supply event frequency 5 2 0.16 0 0.16

(>0.20 system minutes)

Loss of supply frequency (>1.0 1 1 0.00 0 0.30

system minutes)

Average outage duration 1033 707 0.08 779 0.06

(minutes)

Market impact parameter 740 - - 11 1.97

Net s-factor (%) 0.17 2.62

Net financial incentive ($m) 1.05 11.34

Source: AER's service standards compliance reviemBowerlink for 2009 and 2010,
www.aer.gov.au/content/index.phtml/itemld/74542d an
www.aer.gov.au/content/index.phtml/itemld/736456

Notes: Data is for performance with exclusionfie Tharket impact parameter for
2010 applied from 13 July 2010 to 31 December 28idthe annual target is
1570 dispatch intervals,

7.5.2.2 Exclusions

Powerlink proposed to exclude a number of eveots fits 2009 performance. The
proposed exclusions affected the transmission itiamailability and average outage
duration measures.

Powerlink proposed to exclude 77 events from itB20erformance. These exclusion
events related to actions of third parties (custsigenerators and distributors). The
proposed exclusions affected the three transmissiouit availability measures, the
average outage duration measure, as well as the MIP

7.5.2.3 AER’s conclusions
The AER considered that all the exclusions in Ptnlés 2009 and 2010
performance data be allowed.

For 2009, the AER endorsed an s-factor of 0.17pst, resulting in a financial bonus
of approximately $1.05 million in 2010-11.
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Based on its 2010 performance, the AER endorsedfactor of 0.65 per cent,
resulting in a financial bonus of approximately®#million in 2011-2012.

The AER also considered Powerlink’s MIP performaand accepted that this
measure increased by seven dispatch intervalsdBasthis performance, the AER
endorsed an increase of approximately $6.83 mitiioRowerlink’s revenue in
2011-12, calculated from an s-factor of 1.97 pert.ce

Overall, Powerlink's MAR adjustment for 2011-1Aproximately $11.34 million.
In reaching these conclusions, the AER considemkeHink’s revenue
determination decision, annual performance reptresACCC guidelines and the
decision to grant early adoption of the MIP to Pdink.

7.5.3 SP AusNet

SP AusNet's annual performance report for 2009rteg@n s-factor of 0.51 per cent,
resulting in a financial bonus of approximatelyZ&2million in 2010-11.

SP AusNet's annual performance report for 2010rteg@n s-factor of 0.58 per cent,
resulting in a financial bonus of approximately@&@million in 2011-12.

7.5.3.1 Performance measures

The performance measures which apply to SP Ausideatwdlined in the AER’s
revenue determination for SP AusNet. These are:

= total transmission circuit availability

= peak critical transmission circuit availability

= peak non-critical transmission circuit availability

= intermediate critical transmission circuit availapi

= intermediate non-critical transmission circuit dahility

= Joss of supply frequency (events > 0.05 system tes)ju

= |oss of supply frequency (events > 0.3 system resjut

= average outage duration — lines (hours)

= average outage duration — transformers (hours)

The MIP was added to this list of measures andiegbjfiom 1 April 2015.

Table 7.6 outlines SP AusNet’'s performance againeste measures for 2009 and
2010.
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Table 7.6 Measures, results and incentives for SP AusNet, 20@nd 2010

SP AusNet 2009 2010

Parameter Target Performance s-factor Performance s-factor
(%) (%)

Total circuit availability (%) 98.73 99.02 0.18 8. 0.20

Peak critical circuit availability -  99.39 99.85 0.20 99.67 0.14

(%)

Peak non-critical circuit 99.40 99.94 0.05 99.81 0.05

availability (%)

Intermediate critical circuit 98.67 99.06 0.01 99.82 0.03

availability (%)

Intermediate non critical circuit  98.73 98.97 0.01 99.01 0.01

availability (%)

Loss of supply event frequency 6 6 0.00 1 0.13

(>0.05 minutes)

Loss of supply event frequency 1 2 -0.04 0 0.13

(>0.3 minutes)

Average outage duration - lines 382 177 0.08 319 0.03

(minutes)

Average outage duration - 412 395 0.01 818 -0.13

transformers (minutes)

Market impact parameter

Net s-factor (%) 0.51 0.58

Net financial incentive ($m) 2.41 2.85

Source: AER's service standards compliance reviemSP AusNet for 2009 and 2010,
www.aer.gov.au/content/index.phtml/itemld/737148 an
www.aer.gov.au/content/index.phtml/itemld/745466

Notes: Data is for performance with exclusions.

7.5.3.2 Exclusions

SP AusNet proposed exclusions in the 2009 repoptangpd for seven bush fire

related incidents. Four of the incidents were assed with the Kinglake bushfire,

one with bushfires in the Bunyip State Forrestabatouche, and two were associated
with the bushfires in Myrtleford area. These prambexclusions did not have a
significant impact on the financial incentive prepd by SP AusNet.

The AER engaged Sinclair Knight Merz (SKM), to ausi® AusNet’s performance
for 2009. SKM considered that SP AusNet’s perforogareporting was free from
material errors and in accordance with the requar@siof the AER's service
performance regime. SKM also found that the recmydiystem used by SP AusNet
capturing the relevant details for outages wasratewand reliable, and all but one of
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the exclusions requested by SP AusNet met theaieriteKM recommended that the
s-factor for SP AusNet be 0.51 per cent, after mgkidjustments to the exclusions
recommended in the audit.

In their 2010 performance report SP AusNet propasexkclude three force majeure
outage events. Two of these events related tortw storm in the alpine region and
the other exclusion to a microburst windstorm. phgposed exclusions affected the
measures of:

= peak critical circuit availability
= peak non-critical circuit availability

= intermediate non-critical circuit availability.

7.5.3.3 AER’s conclusions

For 2009, the AER reviewed SP AusNet's performamcedetermined an s-factor of
0.51 per cent in accordance with SKM's audit figgdinThis resulted in a financial
bonus of approximately $2.41 million to be recodere2010-2011.

For 2010, the AER reviewed SP AusNet's transmissewmice performance and
approved the proposed exclusions as force majererg® The AER noted that for
future force majeure exclusions such as extraordiwaather events, Bureau of
Meteorology (or similar) information would be rerpd to support such exclusions.
The AER endorsed an s-factor of 0.58 per cent®02esulting in a financial bonus
of approximately $2.85 million in 2011-2012.

In reaching these conclusions, the AER consideRRA&Net’'s revenue
determination, annual performance reports and aestandards incentives scheme.

7.5.4 Transend

For July-December 2009, Transend's reported anterfaf 0.11 per cent, resulting in
a financial bonus of $95,688 for 2010-11.

Transend's annual performance report for 2010 tep@n s-factor of 0.35 per cent,
resulting in a financial bonus of $648,863 for 2APL

7.5.4.1 Performance measures

The following performance measures apply to Tradserder its revenue
determination decision. These are:

® transmission circuit availability (critical)

= transmission circuit availability (non-critical)

= transformer availability

= |oss of supply event frequency (> 0.1 system msjute

= |oss of supply event frequency (> 1.0 system msjute
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= Average outage duration - transmission lines (vemae attached)
= Average outage duration - transformers (no revatiaehed).

Table 7.7 shows Transend’s performance against timesisures for Jul-Dec 2009 and
2010.

Table 7.7 Measures, results and incentives for Transend, Jubec 2009 and 2010

Transend 2009 2010

Parameter Target Performance s-factor Performance s-factor
(%) (%)

Total transmission circuit 99.13 99.92 0.20 99.47 0.11

availability - critical (%)

Critical circuit availability - non 98.97 99.26 0.06 99.38 0.08

critical (%)

Transformer availability (%) 99.28 99.28 0.00 99.11 -0.04

Loss of supply event frequency 8 5 0.20 9 0.20

(>0.01 system minutes)

Loss of supply event frequency 1 2 -0.35 2 0.00

(>1.0 system minutes)

Average outage duration - 326 168 0.00 275 0.00

transmission lines (minutes)

Average outage duration - 712 414 0.00 247 0.00

transformers (minutes)

Market impact parameter

Net s-factor (%) 0.11 0.35

Net financial incentive ($m) 95.688 648,863

Table 1

Source: AER's service standards compliance reviewEransend for Jul-Dec 2009 and
2010, www.aer.gov.au/content/index.phtml/itemld/Z38Y and
www.aer.gov.au/content/index.phtml/itemld/745423

Notes: Data is for performance with exclusions.
Average outage duration - transmission lines (néguand Average outage
duration - transformers (minutes) have zero weightlo not contribute to the
calculation of the financial incentives.

7.5.4.2 Exclusions

Transend sought to exclude events related to farty outages and force majeure
events from its July-December 2009 performance aoreasThese events were in
relation to outages as a result of Hydro undertalumork on its Poatina power
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generation station and also severe weather evEmtsproposed exclusions affected
the following parameters:

= transmission circuit availability (non-critical)

= |oss of supply event frequency (> 0.1 system msjute

Transend also sought to exclude five events frgr@0tL0 performance measures.
These exclusion events related to actions of {hendies (customers, generators and
distributors). The proposed exclusions affecteddaiiewing parameters:

= transmission circuit availability (critical)
= transmission circuit availability (non-critical)

= transformer availability.

7.5.4.3 AER’s conclusions

The AER engaged SKM to assist in reviewing the psepl exclusions for Transend's
July-December 2009 performance. The AER assessquktiiormance and based on
SKM's report, accepted the proposed exclusions.

The AER endorsed an s-factor of 0.11 per centjtiregun a financial bonus of
$95,688 to be recovered in 2010-11 in additiorhoamount allowed for the
January-June 2009 period.

In its review of Transend’s 2010 performance, tlERAvas satisfied that all of the
proposed exclusions from Transend’s 2010 performaata were valid. However,
the AER noted that Transend's network outage sydeendid not align with the
generator's (Hydro) outage system data; causinggs in assessing Transend's
network outage time. This discrepancy was of paldicconcern to the AER, given
that Hydro is the only generator in Tasmania arah3end is the only transmitter of
electricity. The AER noted that proposed exclusioag not be approved in future
years if system data did not align.

The AER endorsed an s-factor of 0.35 per centJtiegun a financial bonus of
$648,863 in 2011-12.

In reaching these conclusions, the AER consideradsend’s revenue determination
decision, annual performance reports and servaselatds incentives scheme.

755 TransGrid

For the six months from 1 July 2009-31 Decembe©200ansGrid reported an s-
factor of 0.11 per cent, resulting in a financiahbs of approximately $0.37 million
for 2010-11.

TransGrid's annual performance report for 2010 ntepca total s-factor of
1.2 per cent, resulting in a financial bonus ofragpmately $8.56 million for
2011-12.
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7.5.5.1 Performance measures

The performance measures which apply to TransGeidatlined in its revenue
determination decision. These are:

® transmission line availability

= transformer availability

= reactive plant availability

= |oss of supply > 0.05 system minutes
= |oss of supply > 0.25 system minutes
= average outage restoration time

= MIP.

Table 7.8 shows TransGrid’s performance againsietineeasures for the six month
period 1 July to 31 December 2009 and for 2010.

In the six months from July toDecember 2009, TrarsGutperformed its target in
one parameter (average outage restoration timeyéasibelow its target in three
parameters (transmission line availability, transfer availability and reactive plant
availability). This was predominantly due to itgital works program, in particular
transmission line rebuilds and transformer replaa@s

In 2010, TransGrid outperformed its target for loksupply > 0.05 system minutes
but was below its targets for transmission linellabdity, transformer availability,
reactive plant availability as well as averageaedton time.

TransGrid's MIP performance in both the 6 monthgakirom 1 July to 31 December
2009 and in 2010 resulted in an overall bonusrasalt of the financial incentive
adjustment.
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Table 7.8 Measures, results and incentives for TransGrid, JuDec 2009 and 2010

TransGrid 2009 2010

Parameter Target Performance s-factor Performance s-factor
(%) (%)

Transmission line availability 99.26 98.50 -0.20 98.76 -0.20

(%)

Transformer availability (%) 98.61 98.28 -0.04 8.3 -0.03

Reactive plant availability (%) 99.12 96.58 -0.10 5.4 -0.10

Loss of supply (>0.05 system 2 2 0.00 3 0.13

minutes)

Loss of supply (>0.25 system 1 1 0.00 1 0.00

minutes)

Average outage restoration time 824 774 0.06 861 -0.04

(minutes)

Market impact parameter 2857 1,149 0.39 780 1.45

Net s-factor (%) 0.11 1.21

Net financial incentive ($m) 0.37 8.56

Source: AER's service standards compliance reviewbransGrid for Jul-Dec 2009
and 2010, www.aer.gov.au/content/index.phtml/ite@36457 and
www.aer.gov.au/content/index.phtml/itemld/745422

Notes: Data is for performance with exclusions.

7.5.5.2 Exclusions

For the period 1 July- 31 December 2009, Trans@mighosed to exclude 77 outages
from its service standards performance data.

The AER was concerned with the proposed excludmmnan event in Bayswater.

This event related to the two 'loss of supply' paters and was claimed as third
party outages. The AER engaged SKM to audit tharmétion provided by

TransGrid regarding the Bayswater event. SKM wesable to determine whether the
event should be excluded as it was uncertain oéxtent that third parties
contributed to the outage.

= TransGrid proposed 111 exclusions from its 201@operance data, including
events related to third parties and outages exegede agreed cap of 168 hours.

=  These exclusions had a minimal impact on the firmaecentives for 2010.

7.5.5.3 AER’s conclusions

The AER reviewed TransGrid’'s proposed exclusiomgHe period 1 July to 31
December 2009 and determined that all of the ewedspt those relating to the
Bayswater event be excluded from the 1 July to 8éeinber 2009 performance data.
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The AER evaluated the information on the circumstarsurrounding the Bayswater
event, including the findings of SKM. The AER alsunsidered TransGrid's
additional information provided as well as the e to the AER staff reasoning.
Having considered all of the relevant material, AR found that but for TransGrid's
Bayswater switchyard asset failure, the sequeneearits resulting in the outage
would not have occurred. Thus, in the circumstanibesAER concluded that the
exclusion of the event under both 'loss of suppgdiency' parameters was
unjustified.

Accordingly, the AER endorsed an s-factor of 0.&4 gent, resulting in a financial
bonus of approximately $0.37 million to TransGnd2010-11.

In its review of TransGrid’s 2010 performance, &R determined that all of
TransGrid’s proposed exclusions for 2010 were vdllte AER endorsed an s-factor
of -0.24 per cent, resulting in a financial penatyapproximately $1.73 million in
2011-2012.

For its market impact component, the AER considd@maahsGrid's proposed
exclusions and generally accepted the exclusioitis,axception of 18 dispatch
intervals for outages that the AER concluded wathi TransGrid's control. The
AER reviewed the performance measure and endorsettiase of approximately
$10.29 million to TransGrid’s revenue in 2011-18séd on an s-factor of

1.45 per cent.

Overall, the net s-factor for TransGrid for 201Qt20s 1.21 per cent resulting in an
adjustment to TransGrid's MAR for 2011-12 of appmately $8.56 million.

In reaching these conclusions, the AER consideradsiGrid’s revenue
determination, annual performance reports and aestandards incentives scheme.

7.5.6 Directlink

Directlink's annual performance report for 2009aréed an s-factor of -0.98 per cent,
resulting in a financial penalty of approximately.$2 million in 2010-11.

Directlink's annual performance report for 2010arted an s-factor of -1 per cent,
resulting in a financial penalty of approximately.$3 million in 2011-12.

7.5.6.1 Performance measures

The performance measures which apply to Directirgkoutlined in its revenue
determination decision. These are:

= scheduled circuit availability

= forced peak circuit availability

= forced off-peak circuit availability.

Table 7.9 shows Directlink’s performance againeséhmeasures for 2009 and 2010.

In 2009, Directlink’s service standards performaimegroved from 2008, but was still
well below all its parameter performance targets.
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In 2010 Directlink’s service standards performadeteriorated even further.
However, financial penalties for Directlink are @mntly capped at one per cent of
Directlink's maximum allowed revenue and do nolytreflect the level of poor
performance by Directlink.

Table 7.9 Measures, results and incentives for Directlink, 209 and 2010

DirectLink 2009 2010
Parameter Target Performance s-factor Performance s-factor
(%) (%)
Scheduled circuit availability (%) 99.45 98.94 ®.2 97.74 -0.30
Forced peak circuit availability 99.23 91.47 -0.35 78.64 -0.35
(%)
Forced off peak circuit 99.23 94.99 -0.35 87.97 -0.35
availability

Market impact parameter

Net s-factor (%) -0.98 -1.00
Net financial incentive ($m) -0.12 -0.13

Source: AER's service standards compliance reviemBirectlink for 2009 and 2010,
www.aer.gov.au/content/index.phtml/itemld/736458 an
www.aer.gov.au/content/index.phtml/itemld/745467

Notes: Data is for performance with exclusions.

7.5.6.2 Exclusions

Directlink proposed 34 third party outage exclusifmom its 2009 performance data.
Five proposed exclusions related to outages reedidst third parties and the
remaining 29 were forced outages. Excluding thesages resulted in a very minor
improvement to Directlink’s s-factor and finandiatentive.

Directlink proposed 29 third party outage exclusifmom its 2010 performance data.
Three proposed exclusions related to third parkliawy power failures, three were
related to third party equipment failures and #maining 23 were forced outages for
planned work by third parties.

7.5.6.3 AER’s conclusions

The AER considered Directlink’s proposed exclusifor2009 and 2010 and
accepted that all third party outages be excludaa Directlink’s service
performance data.

Based on its performance in 2009, the AER applipdralty of approximately
$0.12 million to Directlink’s revenue in 2010-11ad®d on an s-factor of
-0.98 per cent.

In 2010, the AER endorsed an s-factor of -1.0 pet cesulting in a financial penalty
of approximately $0.13 million to be applied in ®@11-12 financial year.
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In reaching these conclusions, the AER consideliegcink's revenue determination
decision, annual performance reports and the AC@@etjnes.

7.5.7 Murraylink

Murraylink's revised annual performance reportXo09 reported an s-factor of
0.87 per cent, resulting in a financial bonus giragimately $0.12 million in
2010-11.

Murraylink's annual performance report for 2010omtgd an s-factor of 1.0 per cent,
resulting in a financial bonus of approximatelyX®Dmillion in 2011-12.

7.5.7.1 Performance measures

The performance measures which apply to Murraydirgkoutlined in its revenue
determination decision. These are:

= planned circuit availability
= forced peak circuit availability

= forced off-peak circuit availability.

Table 7.10 shows Murraylink’s performance agaihesé measures for 2009 and
2010.

Table 7.10  Measures, results and incentives for Murraylink, 209 and 2010

MurrayLink 2009 2010

Parameter Target Performance s-factor Performance s-factor
(%) (%)

Planned circuit energy 99.17 99.31 0.27 99.58 0.40

availability (%)

Peak forced outage availability 99.48 100.00 0.40 100.00 0.40

(%)

Off peak forced outage 99.34 100.00 0.20 100.00 0.20

availability

Market impact parameter

Net s-factor (%) 0.87 1.00
Net financial incentive ($m) 0.12 0.14

Source: AER's service standards compliance reviemglurraylink for 2009 and 2010,
www.aer.gov.au/content/index.phtml/itemld/737274 an
www.aer.gov.au/content/index.phtml/itemld/745468.

Notes: Data is for performance with exclusions.
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7.5.7.2 Exclusions

For 2009, Murraylink proposed to exclude approxehaf0 hours of third party
outages related to two separate maintenance rekqeeésts for Murraylink to go
offline from SP AusNet and ElectraNet.

For 2010, Murraylink proposed to exclude approxehaB7 hours of third party
outage relating to a request from ElectraNet.

7.5.7.3 AER’s conclusions

The AER determined that Murraylink’s proposed ttpadty outages for 2009 should
be excluded from Murraylink’s performance data.dhen its performance in 2009,
the AER endorsed an s-factor of 0.87 per centtieguh a financial bonus of
approximately $0.12 million to be applied to Murial's MAR for 2010-11.

The AER also determined that Murraylink's propoed party outages for 2010
should be excluded from Murraylink's performancedBased on its performance in
2010, the AER endorsed an s-factor of 1.0 per@nilting in a financial bonus of
approximately $0.14 million to be applied in 2014.-1

In reaching these conclusions, the AER consideradd@ylink’s revenue
determination decision, annual performance regortsthe ACCC guidelines.
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A The  Transmission Network  Service
Providers

A.1  Summary of Statistics

Table A.1 Key TNSP Network Statistics

2005-06 2006-07 2007-08 2008-09 2009-10

Regulatory Asset Base - Closingbgominal m)

ElectraNet 989 1,075 1,197 1,391 1,477
Powerlink 3,070 3,259 3,904 4,498 4,906
SP AusNet 1,959 2,032 2,075 2,137 2,655
Transend 690 768 808 882 1,070
TransGrid 3,229 3,398 3,735 4,218 4,581
EnergyAustralia 609 625 714 793 1,010

Revenue - PS Actual ($nominal m)

ElectraNet 170 179 187 230 249
Powerlink 466 511 537 604 667
SP AusNet 291 302 313 456 482
Transend 115 123 130 144 166
TransGrid 460 487 520 571 675
EnergyAustralia 99 108 116 130 140

Line Length (km)

ElectraNet 5,611 5,676 5,620 5,589 5,591
Powerlink 11,939 12,132 12,671 13,106 13,569
SP AusNet 6,553 6,553 6,553 6,553 6,553
Transend 3,580 3,645 3,650 3,650 3,469
TransGrid 12,480 12,489 12,445 12,445 12,656
EnergyAustralia 821 821 885 885 962

Maximum Demand (MW)
ElectraNet 2,938 2,934 3,172 3,397 3,397

Powerlink 8,295 8,589 8,082 8,677 8,891
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SP AusNet 8,730 9,062 9,850 10,446 9,858

Transend 2,089 2,415 2,332 2,236 2,366
TransGrid 13,292 13,458 12,954 14,274 14,051
EnergyAustralia 5,460 5,484 5,683 5,918 5,609

Electricity Transmitted (GWh)

ElectraNet 12,857 13,381 13,734 13,327 13,266
Powerlink 47,734 47,750 48,576 49,104 49,593
SP AusNet 50,267 51,821 51,927 51,877 50,925
Transend 10,945 11,565 11,298 11,031 11,658
TransGrid 72,383 78,226 76,359 75,744 72,814
EnergyAustralia 31,669 31,847 32,007 32,289 31,812

Source: TNSP regulatory reports

A.2 ElectraNet (South Australia)

ElectraNet is owned by a consortium of three pawaitities and

Powerlink Queensland. It owns, operates and marthgeSouth Australian electricity
transmission network which spans more than 10@@vietres, from the Victorian
border near Mount Gambier to Port Lincoln on theeEByeninsula. ElectraNet
operates radial extensions of over 200 kilometaet édrom the main network to

Leigh Creek, the Yorke Peninsula and Woomera.rihegts major generation sources
at Port Augusta, Torrens Island and the eastetesst@a the Heywood and

Murraylink interconnectors. Wind energy is a grogvsource of generation in

South Australia. ElectraNet’s network also connéatSTSA Utilities’ distribution
business and eight directly connected industriataraers.

ElectraNet operates 5,591 circuit kilometres ofisraission lines and cables, with
nominal voltages of 275 kV, 132 kV and 66 kV. Fertht operates and maintains

79 substations and switchyards. Transmission fleamtain network to country areas
of South Australia is via long radial 132 kV lin&¥ith approximately 35 per cent of
its transmission assets being 40-60 years old{ifalet has one of the oldest
networks in Australig’

The South Australian transmission network is charégsed by long distances, a low
energy density and a small customer base compatkadther states. Its assets are
also amongst the oldest in Australia. The demanofleiis high mainly due to air
conditioning load over the summer period.

% ElectraNetElectraNet transmission network revenue proposallame 11 July 2008 to

30 June 2013, 31 May 2007.5.
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A.3 Powerlink (Queensland)

Powerlink is a Queensland government owned conoorétat owns and operates the
Queensland electricity transmission network. Pawed $5.6 billion transmission
network spans more than 1,700 kilometres, fromr@Gai far north Queensland to the
NSW border in the south. It connects to 15 regalaiustomers comprising
generators, distribution businesses (primarily Brgoergy and Energex, but also
Country Energy in northern NSW) and directly coriedanajor loads. Powerlink’s
network connects to the rest of the NEM via the éngéand—NSW interconnector and
the Directlink interconnector.

Powerlink operates 13,569 circuit kilometres ohgmaission lines and cables (the
highest among the TNSPs in the NEM), with nomiratages of 330 kV, 275 kV,
132 kV, 110 kV and 66 kV. Further, it operates amaintains 112 substations which
include 187 transformers.

The Queensland transmission network is charactebgdéong distances. Queensland
is one of the most decentralised states in the N electricity networks servicing
low load density cities, towns and industrial ar¥d3ue to the constant hot and
humid summer climate in Queensland, peak summeadémonditions occurs for
the entire summer period (November—March) comptresblated hot days in the
southern states.

As shown in Table A.1, Powerlink had the highestBR&4906 million) and highest
revenue ($667 million) of all TNSPs in the NEM i6(®-10.

A.4  SP AusNet (Victoria)

SP AusNet is Victoria’s largest utility companyppiding electricity transmission,
gas distribution and electricity distribution sees. SP AusNet is publicly listed on
the Australian and Singapore Stock Exchanges. fargaPower International Pty
Ltd, a wholly-owned subsidiary of Singapore Povesvns a 51 per cent interest in
SP AusNet. Public investors own the remaining 49cpet.

SP AusNet’s network is built around a 500 kV bacaikdounning from the major
generating source in the Latrobe Valley, throughdderne and across the southern
part of the state to Heywood near the South Auatrddorder. The network provides
key physical links in the NEM, connecting with netks in South Australia, NSW
and Tasmania. The network consists of 6,553 kiloesatf cable, running at voltages
of 500kV, 330kV, 275kV, 220kV and 66kV.

In 2009-10, SP AusNet had a maximum demand of \®BBand transmitted
50,925 GWh. These figures are the second highd¢seiNEM.

31 powerlink,Queensland transmission network revenue proposahéperiod 1 July 2007 to

30 June 2012p.8
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A.5 Transend (Tasmania)

Transend is a public corporation that owns andatpsrthe electricity transmission
system in Tasmania. It owns 47 substations andswiiiehing stations including 95
supply and 14 network transformers operating aibgels of 220kv and 110kv. It is
connected to 16 regulated customers, including demerators and the Basslink
interconnector. A backbone network operating pradantly at 220 kV connects
generators to major load centres, including majdustrials, while a network
operating predominantly at 110 kV connect genesatimregional centre¥.
Transend’s transmission system also includes susitnission assets that operate at
voltages of 6.6 kV, 11 kV, 22 kV, 33 kV and 44 R¥/These are connected via
substations to the distribution system.

Over 70 per cent of the generation in Tasmanigdsdigeneration with a
comparatively large number of small generatorsgciviaire widely dispersed.
Tasmania’s generators are usually energy consttaatber than capacity
constrained. Hydro generation’s variable natureh\@irequirement for more
transmission network to deliver the same amouelextricity to customers) has also
been a major contributor to the evolution of thenmek. World heritage status in
some areas contributes to increased transmissgin. co

Tasmania is connected to mainland Australia vieBagslink interconnector which
operates between Loy Yang substation in Gippsladd@eorge Town substation in
Tasmania. Basslink transfers energy at 480 MW imfeof asmania and up to

630 MW export from Tasmania for limited periods.

Aside from Murraylink and Directlink, Transend Hag lowest maximum demand
(2,366 MW) and shortest circuit kilometres (3,4@®1ketres) among the TNSPs
regulated by the AER.

Transend has a relatively high number of transimmssonnection points reflecting
that Tasmania has a relatively high number of geoes, distribution connections,
directly-connected industrial customers, and a

Market Network Service Provider (MNSP), relativethe load served.

A.6 TransGrid (NSW)

TransGrid is a NSW government owned corporatiohdlkans, operates and manages
the NSW electricity transmission network. TransGrigetwork stretches along the
east coast of Australia from Queensland to Victdhan inland to Broken Hill,

making it the backbone of the NEM. It connects mggneration sources in the
Central Coast, Hunter Valley, Lithgow area and Spdountains, and is
interconnected with the Victorian and Queenslartdiaks. TransGrid’s network

also connects to 4 distribution businesses (in NSMVACT) and 13 directly
connected industrial customéfs.

% TransendJransend transmission revenue proposal for the legry control period 1 July 2009

to 30 June 2014, 30 May 200818
% bid 19.
3 TransGrid Annual Report 201@. 4-5.
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TransGrid operates 12,656 circuit kilometres afisraission lines and cables, the
second highest in the NEM, with nominal voltage$@® kV, 330 kV, 220 kV and
132 kV. TransGrid also operates and maintains 8$tations and switching stations
and 358 distributor and direct customer connegimints servicing over 3 million
households and businesses across NSW and the’ACT.

The NSW transmission network facilitates inter-etaectricity trading and plays a
central role in the NEM as a result of both itsgaphic location and the flexible
generation plants located in NSW. At times of hilgimand, Queensland and Victoria
can rely on imports from NSW, and export power @ at other times.

As shown in Table A.1, TransGrid had the highestimam demand (14,051 MW)
and electricity transmission (72,814 GWh) in theNNiE 2009-10.

A.7 EnergyAustralia (NSW)

EnergyAustralia is a NSW government owned corporatit owns and operates an
electricity distribution network that covers anaare 22,275 square kilometf&snd
extends from Waterfall in Sydney’s south to nortiNewcastle and extends in a
north westerly direction to Scone and Barry. Enfggtralia’s network also contains
a small proportion of high voltage transmissioreéssvithin parts of the Sydney,
Central Coast and Newcastle areas (EnergyAustpbaates 962 circuit km of
transmission lines and cables with nominal voltagfek32 kV and 66 kV).
EnergyAustralia’s transmission network is jointhapned with TransGrid and is
operated in parallel and in support of the Trand@ansmission network.

EnergyAustralia has 5,908 employees and total casnpasets exceeding

$10.3 billion with shareholders equity of $1.9ibifl.>" For 2009-14 the

Transitional Rules applying to EnergyAustralia ddenergyAustralia’s transmission
assets to be part of a distribution network forghgoose of the AER's distribution
determination for EnergyAustralia. For other pugmsuch as pricing, these assets
are still transmission assets.

A.8 Murraylink

Murraylink is an interconnector owned by Energydstructure Investments and
managed by APA. Murraylink connects the Victoriaw &outh Australian regions of
the NEM and came into operation in early Octob&220vith the AER issuing a
revenue determination for Murraylink covering thexipd of 2003-2013.

Murraylink consists of approximately 180 kilometadgransmission line that
transfers power between the Red Cliffs substatioviictoria and the Monash
substation in South Australia and a converter teahstation at either end. At any
given time Murraylink is capable of delivering 2RIWV.

% bid.
% EnergyAustralia2008-09 Network performance repostl October 2009, p.2.
37 EnergyAustraliaAnnual report 200-10, 30 October 2010, p.5.
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A.9 Directlink

Directlink is owned by Energy Infrastructure Invasnts and managed by APA.
Directlink connects the Queensland and NSW regibrise NEM and came into
operation in July 2000 as an unregulated intercctonelt remained unregulated until
March 2006, when the AER approved Directlink's aggion to become a regulated
interconnector.

Directlink has a total nominal rated capacity o0 MW and consists of 63 kilometres
of underground cables or cables laid in galvangtedl and runs between
Mullumbimby and Bungalora (80 kV DC) and betweem@ailora and

Terranora (110 kv DC).

Directlink has the lowest maximum demand and cirkilometres among the TNSPs
regulated by the AER.
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B  TNSPs' capital expenditure estimates and
performance

B.1 ElectraNet

In 2007-08 — the last year of ElectraNet's previmgilatory period — its actual
capex was substantially higher than its forecaséxdy $122.4 million, or
270 per cent.

In the current regulatory period, forecast capexiieen higher than actual capex in
both years to date. ElectraNet commented thattassdue to initial delays in
achieving planning and approvals for major netwandjects. However, the total
capex costs for these projects are still expeatdubtincurred during the current
regulatory period. Therefore, actual capex in #raaining years is expected to be
above forecast for those years, compensating édifferences in the earlier years.

Figure B.1  ElectraNet's actual and forecast capex ($ nominal)
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Source: AER calculations based on TNSP regulagpgnts and AER revenue
determinations

B.2 Powerlink

From 2005-06 to 2008-09, Powerlink's actual capextieen relatively consistent
with its forecast capex, with both values incregsignificantly in 2007-08.
However, in 2009-10, Powerlink incurred capex o4%£2 million which was

4.4 per cent below the forecast capex of $463.Kamil
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Figure B.2  Powerlink's actual and forecast capex ($ nominal)
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Source: AER calculations based on TNSP regulagpgnts and AER revenue
determinations

B.3 SP AusNet

SP AusNet's capex has been the smoothest of th® I NSis is likely due to the
maturity of its network. In the previous regulatg@sgriod to 2007-08, SP AusNet's
actual capex was higher than its forecast. In tiieeat regulatory period,

SP AusNet's actual capex has been more in lineitgiforecast capex. Over

70 per cent of SP AusNet's capex in 2009-10 wagtiad on replacement projects.

Augmentation capex has not been included in thgentebecause augmentations are
managed in Victoria by AEMO. Where the augmentaisotieemed contestable and
procured through a competitive tender processasisets remain outside of the RAB.
Where the augmentation is deemed non-contestatilpracured through SP AusNet
(as augmentor of last resort), the assets arariite the RAB at the end of the
regulatory period.
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Figure B.3  SP AusNet's actual and forecast capex ($ nominal)
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B.4 Transend

In the previous regulatory period to 2008-09, Teamks actual capex had been
consistently higher than forecast. ContrastingBQ® 10 is the first year Transend's
forecast capex, at $162.4 million, was higher thetmal expenditure at

$132.3 million. This coincided with a new regulatgeriod, where Transend's
regulatory regime transitioned from an ‘as comrorssil basis' to an 'as incurred
basis'.

Transend's forecast and actual capex in 2009-16adeed significantly due to an
augmentation project that began in Southern Tasmani

Figure B.4  Transend's actual and forecast capex ($ nominal)
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B.5 TransGrid

In the previous regulatory period, TransGrid den@ed its capacity to spend close
to its forecast capex. 2009-10 is the first yeat fbrecast capex, at $563.9 million,
has substantially exceeded actual capex at $42i@i8mm

The majority of TransGrid's capex in 2009-10 wasietwork augmentations.

Figure B.5 TransGrid's actual and forecast capex ($ nominal)
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B.6 EnergyAustralia

In the previous regulatory period, EnergyAustralicurred relatively low levels of
capex. In 2009-10, EnergyAustralia’'s forecast capex 22 per cent above the actual
capex of $218.2 million.

EnergyAustralia's capex increased significantlthie current regulatory period. In
2009-10, augmentation of the network to meet grgwdemand in the Sydney CBD
accounted for over 40 per cent of total capex. &sphent of aging and obsolete
assets accounted for just under 30 per cent.
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Figure B.6  EnergyAustralia's actual and forecast capex ($ nomial)
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C  Comparison of capex to line length ratio

EnergyAustralia's capex to line length ratio isxffigantly higher than the other
TNSPs. This is due to the unique function of iEmtmission network operating in
parallel and in support of TransGrid's network argignificant portion of its assets
being underground. EnergyAustralia’'s transmissetwark is utilised during times of
peak load and demand in Sydney and NSW. Thus, téatgppsmall network line
length, it still incurs a relatively high capex fangmentation and replacement in
order to maintain its network.

Figure C.1  Capex as ratio of line length for all TNSPs from 203-04 to 2009-10
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Source: AER calculations based on TNSP regulagpgnts and AER revenue
determinations.

103



D  TNSPs' operating expenditure estimates
and performance

D.1 Electranet

Figure D.1  ElectraNet's actual and forecast opex ($ nominal)
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determinations

In the previous regulatory period to 2007-08, Ekdet's actual opex has been close
to its forecast expenditure. In the current reguiaperiod, ElectraNet's actual opex
has been less than forecast opex, however itslaiaa has been consistent with
levels of expenditure in the previous regulatorsique
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D.2 Powerlink

Figure D.2  Powerlink's actual and forecast opex ($ nominal)
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determinations

Powerlink's actual opex has consistently been abmreeast opex for the past five
years. In 2009-10, Powerlink's actual expendituas #19.4 million above forecast
Opex.

D.3 SP AusNet

Figure D.3  SP AusNet's actual and forecast opex ($ nominal)
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In the previous regulatory period to 2007-08, SBMNet's actual opex was less than
its forecast expenditure. In the current regulapmsiod, SP AusNet's actual opex has
been in line with its forecast opex.

D.4 Transend

Figure D.4  Transend's actual and forecast opex ($ nominal)
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Source: AER calculations based on TNSP regulagpgnts and AER revenue
determinations. Actual opex excludes grid support.

In the previous regulatory period to 2008-09, Teamuss actual opex has been higher
than forecast expenditure. Contrastingly, 2009slibe first year Transend's forecast
opex was higher than actual expenditure. The AER'snue determination for the
current regulatory period allowed an increased akexvance for Transend for a
number of reasons. Broadly, these included:

® increasing real wage growth in Australia
® increasing asset growth and need for additionaluess

® increased legislative obligations.
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D.5 TransGrid

Figure D.5 TransGrid's actual and forecast opex ($ nominal)
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In the previous regulatory period, TransGrid denti@ted its capacity to spend close

to its forecast opex. 2009-2010 is the first yedahe current regulatory period, where
TransGrid's actual opex is slightly less than fast@pex.

D.6 EnergyAustralia

Figure D.6  EnergyAustralia's actual and forecast opex ($ nomial)
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determinations.
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In the previous regulatory period, EnergyAustralactual opex was more than its
forecast opex. but in 2009-10 the actual opex @ss than forecast opex. However,
in 2008 the AER approved an incremental opex amof#8.49 ($m, 2004) for a
contingent project.
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E Interconnectors' opex drivers

Figure E.1  Interconnectors' opex cost drivers
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Similar to the TNSPs, maintenance is the main aosx driver for the two
interconnectors. It should be noted that the imenectors do not incur any opex for
field support or network operations as do the ofi¢EPs.
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F  Comparison of opex to line length ratio

Figure F.1  Opex as ratio of line length
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EnergyAustralia's opex to line length ratio is digantly higher than the other
TNSPs. This is due to the unique function of iEmission network operating in
parallel and in support of TransGrid's network. fggéustralia’s transmission
network is utilised during times of peak load amdnénd in Sydney and NSW. Thus,
despite its small network line length, it still urs a relatively high opex in order to
maintain its network.
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