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1.3 Background

KRIE is a 170 hectare site located between Gawler and Roseworthy, 46 km north of Adelaide. The
northern suburbs of Greater Adelaide have been identified as a major growth area for South
Australia, forming part of the South Australian Government’s 30-year growth strategy®. The KRIE
is earmarked as a key area for industrial development, with State Government rezoning the area to
encourage development of manufacturing and other industrial facilities.®’

The KRIE is not currently connected to the natural gas network. While the estate and surrounding
area is largely undeveloped, the KRIE is already home to a number of medium-to-large businesses,
including a fabrication facility, a wine bottle storage facility, and a glass bottle manufacturer. The
owner of these businesses has expressed strong support for bringing natural gas supply to the
estate.%

Over the course of the last decade the local council, Regional Development Australia and the State
Government have received multiple enquiries from investors seeking to locate their businesses and
develop major industries in the KRIE. ® A major barrier to securing those investors and regional
jobs for South Australia has been the lack of natural gas supply available to the Estate.'®

Some of the potential industries that have explored development at KRIE, but abandoned their
interest due to lack of gas supply, include:

e pet food manufacturing (10,000 m? footprint);
e crematorium;

e ready-to-eat meal manufacturing; and

¢ pharmaceutical manufacturing.

The capital value of these industrial developments is in the multi millions, with the potential to
provide up to one hundred local jobs.

The natural gas network currently extends as far north as Willaston, in the north Gawler Region.
The closest high pressure network point to the Kingsford Estate is approximately 2km south of the
estate, on Horrocks Highway (see map provided in Appendix A). Given the expected demand for
natural gas in the Kingsford Regional Industrial Estate and surrounds, we propose to extend the
high pressure network north from Horrocks Highway along Thiele Highway to the Kingsford Estate.

1.3.1 Expected demand for natural gas

We propose to extend the natural gas network to the Kingsford Estate during 2021/22. Based on
expected growth in the area, combined with demand from already established businesses, we
expect to connect five 1&C customers within the next AA period (July 2021 to June 2026).1°2

% https://livingadelaide.sa.gov.au/

% Light Regional Council Development Plan December 2016.

% Letter from Ahrens Group, September 2019, provided in Appendix C.

9 Letter from Department of Trade and Investment, provided in Appendix C.
100 | etter from Light Regional Council, August 2019, provided in Appendix C.
101 Ipid.

102 This estimate is based on connection enquiries to date, and advice from the SA Department for Trade and Investment, who confirmed
they have received four or five enquiries relating to commercial development of the Kingsford Estate in the past five years (see
Appendix C).
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We estimate the KRIE development will result in around 10 new 1&C customers connecting to the
natural gas distribution network over 20 years. This estimate is based on discussions with the
Kingsford Regional Industrial Estate developer, local council and local 1&C businesses.

It is also worth noting KRIE is located in between two new residential estate that are under
development; Roseworthy and Concordia. We have already begun commencing expansion and
reticulation of the natural gas network into the Roseworthy area, and plan to expand the network
to supply Concordia over the next five years. This supports our view that growth in the area is likely
to be strong, and suggests Kingsford is likely to attract further 1&C customers as the local population
increases.

From a resourcing perspective it makes economic sense to undertake the KRIE expansion works at
or around the same time as we plan to deliver the Roseworthy and Concordia works, given the
developments are all in the same region. This will facilitate a consolidated and coordinated planning
phase that allows us to achieve pipeline alignment efficiencies, improve hydraulic network design,
maximise common trenching opportunities and deliver economies of scale regarding construction.

The Light Regional Council has also expressed a desire for delivering the KRIE expansion
concurrently with the Roseworthy development:

The supply of gas into KRIE would be a game-changer for regional South Australia’s
competitive advantage when compared to interstate industrial precincts. Our liaison with
APA Group to plan for the supply of natural gas into the Roseworthy Township Expansion
(RTE, adjacent the KRIE) is a significant step towards the provision of a supply into KRIE.

We strongly urge you to plan for the supply of natural gas into the KRIE concurrently with
the RTE works, such that industries are able to make KRIE investment decisions with
confidence. Council is currently preparing investment prospectuses for a number of precincts,
including the KRIE, and is therefore expecting additional interest for developments in this
area. We would love to be able to state that gas is (or will be) available to this area in those
marketing documents.’*?

1.4 Risk assessment

Risk management is a constant cycle of identification, Figure 1.1: Risk management principles
analysis, treatment, monitoring, reporting and then back to

identification (as illustrated in Figure 1.1). When considering

risk and determining the appropriate mitigation activities, we

seek to balance the risk outcome with our delivery capabilities

and cost implications. Consistent with stakeholder

expectations, safety and reliability of supply are our highest

priorities.

The KRIE expansion is driven by forecast growth. There is
therefore no current or underlying supply, safety or failure
risk associated with existing assets in Kingsford.

103 hid.
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1.4.1 Risk associated with not connecting the KRIE

If the KRIE expansion project is not delivered, an opportunity for efficiently increasing the number
of 1&C customer connections to the South Australian gas distribution network will be foregone.
Under the price cap form of regulation, by increasing the number of customer connections, the
costs of operating, maintaining and expanding the network are spread across a larger customer
base. This means the cost to serve each customer is lower, and the impact on customers’ bills is
less.

More significantly, there is sufficient evidence from the local authorities and prospective customers
in the Kingsford region that a natural gas connection is desired. Light Regional Council has expressed
a desire to bring natural gas to the region to promote investment in the KRIE. We would therefore
be exposed to some reputational risk if we choose not to provide a reliable and affordable natural
gas supply where it is desired by customers.

1.5 Options considered

Essentially, there are two options with regard to providing a natural gas supply to the KRIE:

e Option 1 — Connect KRIE to the Gawler high pressure network via Thiele Highway; or
¢ Option 2 — Maintain status quo, do not offer a gas supply to the area.

Given the proximity of the KRIE to the northern extremity of the Gawler network and the already
established Thiele Highway, there is only one economical and technically feasible pipeline route for
connecting the estate to the high pressure network (via Thiele Highway). As a result, no alternative
pipeline routes have been considered.

We have given thought to the timing of the project, and during initial project scoping considered
whether there is merit in delaying or deferring the KRIE connection. The KRIE while home to some
businesses, is largely undeveloped. As a result, delivering the work now would be less expensive
and cause considerably less disruption to customers (akin to a greenfield project) than if we were
to wait and install the pipeline when the site is developed further.

Moreover, one of the reasons why the estate remains largely undeveloped is due to the absence of
gas. Businesses are unlikely to locate at Kingsford Regional Industrial Estate until natural gas supply
is available'®4, therefore there is little value in waiting for the demand to occur organically before
extending the main to the estate.

Developing the project now makes economic sense, particularly given the demand for natural gas
in the area is relatively certain. In addition, the local council has strongly urged us to deliver the
project concurrently with the Roseworthy expansion, which will be delivered during the current and
next AA periods.

We therefore consider deferring the KRIE expansion would not be a prudent or efficient option and
have not pursued it further in this business case.

These two options (to connect or not to connect) are discussed in the following sections.

104 Refer to supporting letters from stakeholders provided in Appendix C.
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Rule 79(1)

The proposal to conduct the necessary network expansion works to connect the Kingsford
development is consistent with the requirements of NGR 79(1). Specifically, we consider that the
capital expenditure is:

o Prudent — the expenditure is necessary in order to supply natural gas to new customers. The
local council and customers has expressed a desire to offer natural gas to residents, and
historical penetration rates indicate that substantial demand for natural gas will occur. The
proposed asset design is consistent with accepted industry practice and current standards, and
will enable new customers to connect immediately. Practicable options have been considered,
and the most prudent option to support the ongoing growth and integrity of the network has
been considered. The proposed expenditure is therefore consistent with that which would be
incurred by a prudent service provider.

o Efficient — installing the natural gas distribution assets along an established, easily accessible
highway corridor is the most efficient solution. The forecast costs have been developed using
current vendor rates and historical precedent. The preferred option returns the best NPV.

¢ Consistent with accepted industry practice — the recommended technical solution is
consistent with current standards, and is the most economical solution to connect KRIE to the
Gawler network.

e To achieve the lowest sustainable cost of delivering pipeline services — the proposed
option has the lowest direct costs and returns a positive NPV after 16 years. Increasing the
number of customers connected to the network helps spread total network costs over a larger
customers base and helps us deliver pipeline services at a lower cost per customer.

NGR 79(2)

The proposed capex is justifiable under 79(2)(b) as the present value of the expected incremental
revenue generated as a result of the network expansion and reticulation into KRIE exceeds the
present value of the capital expenditure, returning the best NPV.

NGR 74

The forecast costs are based on the latest market rate testing and estimated demand in the region
is based on evidence provided by developers and prospective customers. We have also used
precedent set in similar network expansions to inform the forecast number of connections and
penetrations rates. An NPV assessment has been conducted for the recommended option. The
estimate has therefore been arrived at on a reasonable basis and represents the best estimate
possible in the circumstances.
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A.2: Concordia Land Management master plan
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against corrosion. Remote monitoring of CP data is considered industry good practice and allows
for proactive detection of when the pipeline is not fully cathodically protected. If loss of CP were to
occur on these pipelines as a result of CP unit faults, insulating joints or flanges failing, interference
from other companies’ CP systems or being earthed by other asset contact, remote monitoring can
be used to detect the reduced CP.

Currently, reduced CP is identified via the six monthly survey. Remote monitoring will allow reduced
protection to be identified immediately, which can help reduce corrosion acceleration. Remote
monitoring of CP provides a sample of data sufficient to analyse the efficiency of CP units generally.

Figure 1.1: - Remote monitoring units installed as part of CP for transmission pipelines

Performance of a CP system can be affected by other infrastructure and natural phenomenon, as
listed in AS 2832.1. A sample of these are:

e stray currents from third party pipelines that are CP protected;

stray currents from railways (electric) and high voltage power lines;

latent soil conditions (pH, degree of aeration, dissolved salts);

telluric effects (altering of the earth’s magnetic field due to the sun); and

soil conductivity (rainfall, water table movement).

The CP system creates an electrical circuit that utilises the conductivity of the sail, thus the resistivity
of the surrounding soil also affects the performance. Resistivity changes with soil moisture at
pipeline depth, thus in periods of prolonged drought CP performance can be reduced.

CP systems are currently monitored by driving to each test post and measuring the CP voltage
potential. These readings are taken every six months on transmission and distribution pipelines by
a CP technician. However, there are some deficiencies with this approach:

e transient loss of protection is not detected unless the occurrence is aligned with an inspection,
such as telluric or stray current activity;
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e equipment failure or anode depletion is not detected until the next inspection;

e reverse polarity (the pipeline becomes the sacrificial anode) is not detected until the next
inspection; and

e unknown events such as stray currents leading to repeated transient loss of protection are not
normally detected.

Advances in digital technology have reduced the cost and size of CP remote monitoring systems. In
the past, these systems have only been economically justified when CP units are located in
extremely remote areas. Today small, robust, battery powered devices using wireless technology
are available for a significantly lower cost. These units can use the mobile telecommunications
network to transmit data. Moreover, reactive repairs/replacement cost 2 to 5 times the amount of
proactive maintenance.

Two types of CP are used in the Adelaide metropolitan gas network; sacrificial anodes, and
impressed current cathodic protection (ICCP). Sacrificial anodes are installed in some areas of the
distribution system. The metropolitan gas distribution network contains 2,405 sacrificial anodes
monitored through 2,224 test points over multiple CP control areas.

There are 13 ICCP units installed in the network, which are used to provide corrosion protection for
transmission pipelines and parts of the distribution steel mains. SCADA monitoring is installed on
the ICCP units, but this only allows remote monitoring of CP only at the location of these units. It
is beneficial to be able to remotely monitor the CP voltage potential at the test posts located between
the ICCP units in order to determine the efficiency of the CP system.

1.4 Risk assessment

Risk management is a constant cycle of identification, Figure 1.2: Risk management principles
analysis, treatment, monitoring, reporting and then back to

identification (as illustrated in Figure 1.2). When considering

risk and determining the appropriate mitigation activities, we

seek to balance the risk outcome with our delivery capabilities

and cost implications. Consistent with stakeholder

expectations, safety and reliability of supply are our highest

priorities.

Our risk assessment approach focuses on understanding the
potential severity of failure events associated with each asset
and the likelihood that the event will occur. Based on these
two key inputs, the risk assessment and derived risk rating
then guides the actions required to reduce or manage the risk
to an acceptable level.

AGN'’s risk management framework is based on:

e AS/NZS ISO 31000 Risk Management — Principles and Guidelines;
e AS 2885 Pipelines-Gas and Liquid Petroleum; and

o AS/NZS 4645 Gas Distribution Network Management.

The Gas Act 1997 and Gas Regulations 2012, through their incorporation of AS/NZS 4645 and the
Work Health and Safety Act 2012, place a regulatory obligation and requirement on AGN to reduce
risks rated high or extreme to low or negligible as soon as possible (immediately if extreme). If it is
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NGR 79(2)

The proposed capex is justifiable under 79(2)(c)(ii), as it is necessary to maintain the integrity of
services. A more reactive approach will inevitably lead to disruption of service and gas supply to
customers.

NGR 74

The forecast costs are based on the latest market rate testing and project options consider asset
management requirements as per the Strategic Asset Management Plan. The estimate has therefore
been arrived at on a reasonable basis and represents the best estimate possible in the
circumstances.
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e AS/NZS 4645 Gas Distribution Network Management.

The Gas Act 1997 and Gas Regulations 2012, through their incorporation of AS/NZS 4645 and the
Work Health and Safety Act 2012, place a regulatory obligation and requirement on us to reduce
risks rated high or extreme to low or negligible as soon as possible (immediately if extreme). If it is
not possible to reduce the risk to low or negligible, then we must reduce the risk to as low as
reasonably practicable (ALARP).

When assessing risk for the purpose of investment decisions, rather than analysing all conceivable
risks associated with an asset, we look at a credible, primary risk event to test the level of investment
required. Where that credible risk event has an overall risk rating of moderate or higher, we will
undertake investment to reduce the risk.

Seven consequence categories are considered for each type of risk:

1 Health & safety — injuries or illness of a temporary or permanent nature, or death, to
employees and contractors or members of the public

2 Environment (including heritage) — impact on the surroundings in which the asset operates,
including natural, built and Aboriginal cultural heritage, soil, water, vegetation, fauna, air and
their interrelationships

3 Operational capability — disruption in the daily operations and/or the provision of
services/supply, impacting customers

4 People — impact on engagement, capability or size of our workforce

5 Compliance — the impact from non-compliance with operating licences, legal, regulatory,
contractual obligations, debt financing covenants or reporting / disclosure requirements

6 Reputation & customer — impact on stakeholders’ opinion of AGN, including personnel,
customers, investors, security holders, regulators and the community

7 Financial — financial impact on AGN, measured on a cumulative basis

A summary of our risk management framework, including definitions, has been provided in
Attachment 8.10.

Current controls include protective coatings on steel pipelines, however as these assets are 30-40
years old, additional measures are required to ensure asset lives and performance are not
compromised.

The primary risk associated with a lack of CP on a steel gas main on a creek or culvert crossing is
accelerated corrosion. This can lead to a leak that may cause a significant incident causing serious
injury or hospitalisation of a member of public or employee, or supply interruption to >1,000
customers. It can also cause some reputational damage, as the asset failure may lead to the
bridge/crossing being closed, which can disrupt traffic. However, the reputational impact is likely to
be minor.

Because the steel pipeline crossing is typically exposed, the potential for escaped gas entering a
building or collecting in sufficient quantities to cause explosion if ignited is low, therefore the health
and safety risk consequence is rated significant (rather than the major consequence rating applied
to most other high pressure gas assets). However, the risk of injury and supply interruption always
remains where there is a gas leak. Therefore, the untreated risk rating for corroded steel pipelines
at crossings is moderate.
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e Efficient — Installation of corrosion protection and replacement with PE is the most practical
and cost-effective option. Costs have been based on market rates and where contractors are
engaged, this will be based on a competitive process. The expenditure is therefore consistent
with what a prudent service provider acting efficiently would incur.

o Consistent with accepted and good industry practice — Reducing the risks posed by
corroding steel pipes in a manner that balances costs and risks is consistent with accepted good
industry practice.

e To achieve the lowest sustainable cost of delivering pipeline services — The installation
of corrosion prevention and replacement with PE maximises the asset life whilst mitigating short
term additional expenditure (reactive response to steel pipe failure). The project is therefore
consistent with the objective of achieving the lowest sustainable cost of delivering services.

Rule 79(2)

The proposed capex is justifiable under 79(2)(c)(i) and (ii), as it is necessary to maintain the safety
and integrity of services. A more reactive approach will inevitably lead to uncontrolled gas leaks and
disruption of service and gas supply to customers.

NGR 74

The forecast costs are based on the latest market rate testing and project options consider asset
management requirements as per the latest Strategic Asset Management Plan. The estimate has
therefore been arrived at on a reasonable basis and represents the best estimate possible in the
circumstances.
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There are more than 33,000 1&C meter sets in the network. Meter sets are critical to provide
continuity of supply to 1&C customers, regulate mains distribution pressure to customer supply
pressure, and accurately measure the volume of gas supplied.

The type of meter set at each I&C customer’s premises varies depending on that customer’s load
requirements. Most 1&C customers have diaphragm style meters without bypass lines (see Figure
1.2). However, 686 of our larger 1&C customers have rotary/turbine meter sets that feature a bypass
line (see Figure 1.1). The purpose of the bypass line is to allow us to conduct routine maintenance
on the meter set at these customers’ premises without disrupting supply.

Figure 1.1: 1&C rotary/turbine meter set with bypass Figure 1.2 1&C diaphragm meter set without bypass

The bypass line for our 686 customers with 1&C rotary/turbine meter sets typically includes one or
two isolation valves that separate the upstream high (350 kPa) or medium (90 kPa) pressure from
the downstream customer supply pressure. During maintenance of the duty stream, these bypass
line isolation valves can be opened and manually throttled and monitored to maintain gas supply to
the customer, while the duty stream on the meter set is shut down.

In 2016 the standard design for large 1&C meter sets was modified to include a regulator on the
bypass line. This new design reduces the risk the customer’s equipment could become
overpressurised when the bypass line is in use. Work to commence installation of regulators on
bypass lines of new large 1&C meter sets commenced in 2016, with 153 bypass lines being upgraded
by the end of 2019/20. At 1 July 2020, Jjjij 'arge 1&C meter sets with unregulated bypass lines
remain.

Managing the overpressure risk is a high priority for AGN. An overpressure incident in the
Queensland gas distribution network in June 2019, which was caused by human error during manual
throttling, has led us to review our practices in SA.

Prior to the Queensland incident, standard practice when undertaking maintenance on large 1&C
meter sets with bypass lines was to manually throttle the bypass valve and monitor the pressure.
However, in the Queensland incident the bypass valve was accidently opened for an extended period,
and the customer’s installation became overpressurised, damaging the appliance pressure
regulators and other equipment.

A review of the incident showed the issue could easily have resulted in more severe consequences,
including a major gas-in-building scenario with the potential for ignition. The incident could have
been prevented if there had been a pressure regulator on the bypass.

As a short term risk mitigation since the Queensland incident, we have changed our maintenance
practice on these unregulated bypasses. We now isolate the customer’s supply during maintenance.
This means no gas is flowing during maintenance and overpressurisation cannot occur.
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Rule 79(2)

The proposed capex is justifiable under NGR 79(2)(c)(i), as it is necessary to maintain the safety of
services. Continuing with current practice results in an unacceptable safety risk for customers and
AGN is seeking to maintain a level of service consistent with industry and design standards.

As outlined in this business case, the current practice of completely isolating supply has proven to
mitigate network integrity issues, but has not allowed us to maintain a level of service consistent
with customer expectations.

Rule 74

The forecast costs are based on the latest market rate testing and project options consider the asset
management requirements as per the Strategic Asset Management Plan. The estimate has therefore
been arrived at on a reasonable basis and represents the best estimate possible in the
circumstances.
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This business case considers options to reduce the risk associated with these sections of pipeline.

1.4 Risk assessment

Risk management is a constant cycle of identification,
analysis, treatment, monitoring, reporting and then back to
identification (as illustrated in Figure 1.1). When considering
risk and determining the appropriate mitigation activities, we
seek to balance the risk outcome with our delivery capabilities
and cost implications. Consistent with stakeholder
expectations, safety and reliability of supply are our highest
priorities.

Our risk assessment approach focuses on understanding the
potential severity of failure events associated with each asset
and the likelihood that the event will occur. Based on these
two key inputs, the risk assessment and derived risk rating
then guides the actions required to reduce or manage the risk

Figure 1.1: Risk management principles

to an acceptable level.

AGN'’s risk management framework is based on:

AS/NZS 1SO 31000 Risk Management — Principles and Guidelines;
AS 2885 Pipelines-Gas and Liquid Petroleum; and

AS/NZS 4645 Gas Distribution Network Management.

The Gas Act 1997 and Gas Regulations 2012, through their incorporation of AS/NZS 4645 and the
Work Health and Safety Act 2012, place a regulatory obligation and requirement on AGN to reduce
risks rated high or extreme to low or negligible as soon as possible (immediately if extreme). If it is
not possible to reduce the risk to low or negligible, then we must reduce the risk to as low as
reasonably practicable (ALARP).

When assessing risk for the purpose of investment decisions, rather than analysing all conceivable
risks associated with an asset, we look at a credible, primary risk event to test the level of investment
required. Where that credible risk event has an overall risk rating of moderate or higher, we will
undertake investment to reduce the risk.

Seven consequence categories are considered for each type of risk:

1 Health & safety — injuries or illness of a temporary or permanent nature, or death, to
employees and contractors or members of the public

2 Environment (including heritage) — impact on the surroundings in which the asset operates,
including natural, built and Aboriginal cultural heritage, soil, water, vegetation, fauna, air and
their interrelationships

3 Operational capability — disruption in the daily operations and/or the provision of
services/supply, impacting customers

4 People — impact on engagement, capability or size of our workforce

5 Compliance — the impact from non-compliance with operating licences, legal, regulatory,

contractual obligations, debt financing covenants or reporting / disclosure requirements
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1.5.1 Option 1 — Maintain status quo

With this option, we would continue with current controls for the identified 603 metres of
unprotected TP pipeline in high consequence, sensitive use areas.

Current controls include:

o weekly pipeline patrols;

e liaison

o Dial Before You Dig service (DBYD); and
e pipeline marker signs.

Despite these controls, there have been recent incidents. For example, in September 2016 an
unprotected TP pipeline in Arthurs Seat, Victoria was struck by an auger causing a leak. While this
incident did not result in ignition, it is plausible that it may have.

Under this option, no additional works would be undertaken to reduce the likelihood of third party
asset strikes to protect vulnerable members of the community.

1.5.1.1 Cost assessment

There would be no additional upfront capital cost (beyond the usual installation of signs) associated
with this option.

This option does not decrease the likelihood of third party asset strikes in high consequence,
sensitive use areas. An asset strike could result in a major gas escape, property damage, injury to
the public and, in extreme circumstances, fatalities.

Each of these resulting events would significantly cost us and our customers. It is expected that the
cost to reactively repair a TP Pipeline would be at a minimum 2-5 times greater than a proactive
approach. This is due to the need to isolate supply, penalty charges, expedited materials and
bespoke fabrication, as well as conservative estimates regarding increases in labour costs due to
out of hours working, increased supervision and delivering customer support throughout an
unplanned interruption.

This option would also lead to largely unquantifiable costs associated with the disruption of supply
to customers, as well as the public safety risk associated with asset failure and an uncontrolled
release of gas. This would not align with our vision objectives or risk management principles.

1.5.1.2 Risk assessment

Option 1 is inconsistent with our risk management framework as it does not address the health and
safety risk associated with a third party asset strike in high consequence, sensitive use areas to low
or ALARP. Disruption to supply or occurrence of a safety incident can also result in significant
reputational damage.

Table 1.4 shows the residual risk associated with unprotected TP pipelines in high consequence,
sensitive use areas if Option 1 is pursued.
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1.7.3 Consistency with the National Gas Rules

In developing these forecasts, we have had regard to Rule 79 and Rule 74 of the NGR. With regard
to all projects, and as a prudent asset manager, we give careful consideration to whether capex is
conforming from a number of perspectives before committing to capital investment.

Rule 79(1)

The installation of physical protection above our TP pipelines is consistent with the requirements of
NGR 79(1)(a). Specifically, we consider that the capital expenditure is:

o Prudent — the expenditure is necessary in order to increase the protection for the public in
sensitive use areas. Installing physical protection is therefore prudent if we are to maintain the
integrity of the pipeline at such locations. The proposed risk treatment is consistent with
accepted industry practice and current design standards, and is proven to address the risk
associated with third party TP pipeline strikes. Several practicable options have been considered
to address the risk. The proposed expenditure is therefore consistent with that which would be
incurred by a prudent service provider.

e Efficient — historical average actuals and tender contract values. The proposed expenditure
can therefore be considered consistent with the expenditure that a prudent service provider
acting efficiently would incur.

¢ Consistent with accepted and good industry practice — the proposed expenditure follows
good industry practice by ensuring that existing safety risks are addressed to ALARP and in line
with current industry practice and design standards. The proposed capital expenditure is
therefore such as would be incurred by a prudent service provider acting efficiently, in
accordance with accepted good industry practice.

e To achieve the lowest sustainable cost of delivering pipeline services — the sustainable
delivery of services includes reducing risks to as low as reasonably practicable and maintaining
reliability of supply, whilst achieving the lowest sustainable costs by undertaking the works in
line with the relevant useful life and adopting proven new and emerging technologies and
techniques that reduce long-term costs.

Rule 79(2)

The proposed capex is justifiable under NGR 79(2)(c)(i), as it is necessary to maintain the safety of
services. Not addressing the risk of third party TP pipeline strikes in high consequence, sensitive
use areas results in an unacceptable safety risk to vulnerable members of our community and is
inconsistent with our risk management framework.

Consistent with the Strategic Asset Management Plan, and as outlined in this business case, the
installation of physical protection above our TP pipelines has proven to reduce the risk of third party
asset strikes and will allow us to maintain a level of service consistent with customer expectations.

Moreover, this is the most cost-efficient solution to reduce the identified risk and is slabbing is
current industry standard practice.

Rule 74

The forecast costs are based on the latest market rate testing and project options consider the asset
management requirements as per the latest Strategic Asset Management Plan. The estimate has
therefore been arrived at on a reasonable basis and represents the best estimate possible in the
circumstances.
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