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1 Revenue 

1.1 Overview 

1.1.1 Introduction 

AusNet Transmission Group Pty Ltd, ABN 91 064 651 118 (AusNet Transmission Group), part of the 
AusNet Services Group (comprising AusNet Services Ltd and its subsidiaries), is required to submit 
to the Australian Energy Regulator (AER) a regulatory proposal for it transmission business for the 
regulatory control period from [1 January 2017 to 31 December 2022]. 

The Regulatory Information Notice issued to AusNet Electricity Services on 1 September 2015, 
requires that a Transmission Network Service Provider’s (TNSP’s) proposal must contain specified 
information about ‘related parties’. 

Recent material changes to AusNet Services’ circumstances have occurred which materially affected 
the related party arrangements prevailing at the time of the last Transmission Revenue Reset (TRR) 
2014-2017 review.  Specifically: 

 The purchase of a 19.9% interest by State Grid International Australia Development 
Company Ltd (of China); 

 Establishment of a Captive Insurer for the Group; 

 Change in name from SP AusNet to AusNet Services in August 2014; and 

 Unwinding of the majority of (what were previously) related party arrangements. 

This document summarises the much simplified related part arrangements that will exist during the 
forthcoming 2017-22 regulatory control period.  

In June 2015, the AusNet Services Group also undertook a restructure under which AusNet Services 
Ltd became the single head entity of the group in place of the then triple staple structure. 

1.1.2 Background 

In May 2013, Singapore Power Limited announced through its wholly owned subsidiary Singapore 
Power International Pte Ltd (SPI), that it had entered into an agreement with State Grid International 
Australia Development Company Limited (SGIAD) (a subsidiary of State Grid Corporation of China) 
under which SGID will acquire from SPI a 19.9% stake in AusNet Services (then, SP AusNet) (the 
Transaction). 

The Transaction took effect from January 2014 following foreign investment approval by the Federal 
Treasurer.  A condition of the approval is that at least 50% of the members appointed by SGID to the 
Board of AusNet Services are Australian citizens who are ordinarily resident in Australia. 

Following that transaction a Termination Deed was agreed with the effect of: 

 Termination of the Management Services Agreement between AusNet Services (then, 
SP AusNet) to SPI Management Services Pty Ltd (SPIMS), a wholly owned subsidiary of 
SPI, to provide management and administration services to the, then, AusNet Services 
Stapled Group; and 

 An agreement to unwind shared information technology services provided to 
AusNet Services by Enterprise Business Services (Australia) Pty Ltd (EBS), a wholly owned 
subsidiary of SPIMS.  This arrangement was put in place in September 2008. 
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AusNet Services Group transitioned existing SPIMS and EBS activities into AusNet Services Group, 
commencing on 1 April 2014.  The transaction and termination deed did not impact the day-to-day 
operations, management or employees of AusNet Services Group. 

A final impact flowing from the transaction was the change in name of the SP AusNet Group to 
AusNet Services Group, with consequential changes to its subsidiaries.  The licence granted by 
Singapore Power Limited to AusNet Services Group for the use of its “flame logo” and image, the 
letters “SP” and the names “SP Australia Networks” and “SP AusNet” (and certain other intellectual 
property and marks) for consideration of $1 million per year was also been terminated. 

1.1.3 AusNet Services Group 

The relevant licenced entity, AusNet Transmission Group, is part of the AusNet Services Group 
which is listed on the Australian and Singapore Securities Exchanges. 

As a publicly listed group, the AusNet Services Group is committed to achieving high standards of 
corporate governance and is subject to the rules of the Australian and Singapore Securities 
Exchanges.  In terms of independence, the Board has adopted the definition of independence set out 
in the ASX Principles and Recommendations.  Other than the Managing Director, the Board is made 
up of four independent directors and three non-independent directors.  

Each of the Directors, other than the Managing Director, is subject to re-election in accordance with 
ASX Listing Rules and candidates are sought on the basis of their ability to complement the Board’s 
current composition as well as their independence.  Further, the Board acknowledges that all 
Directors – whether independent or not – should bring an independent judgement to bear on Board 
decisions and each Director has access to independent professional advice in appropriate 
circumstances. 

The Board assesses the materiality of any given relationship that may affect independence on a case 
by case basis.  Each Director is required to regularly disclose to the Board all information that may be 
relevant to this assessment, including their interests in contracts and other directorships and offices 
held. 

The formal charter adopted by the Board requires, among other things, that Directors declare any 
conflict of interest in respect of any matter and where necessary or appropriate to recuse themselves 
in any such matter where the Director is conflicted.  Directors are also bound by AusNet Services 
Code of Business Conduct, Guidelines for Dealing and Conflicts of Interest Guidelines. 

Independent decision making is further supported through the Audit and Risk Management 
Committee, to which related party transactions are referred for review.  The Audit and Risk 
Management Committee is made up of a majority of independent directors, including the Chairman 
of the Committee. 

1.1.4 Document structure 

The remainder of this document is structured as follows: 

 Section 2 presents a summary of AusNet Services Group’s corporate structure; 

 Section 3 presents a summary of its related party agreements with SGSP (Australia) Assets 
Pty Ltd (formerly SPI (Australia) Assets Pty Ltd and certain of its subsidiaries; and 

 Section 4 presents a summary of AusNet Services Group’s Captive Insurance 
arrangements. 

The following confidential contracts are attached in support: 

 Attachment 1 – Capital Works Preferred Supplier Agreement, including Standard Terms 
(Confidential); and 

 Attachment 2 – Domain Umbrella Agreement (Confidential).  
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2.1 AusNet Services Group Relationship with Major Securityholders 

2.1.1 Corporations Law 

As explained above, as a result of the Transaction described in section 1.1.2, SPI (a wholly owned 
subsidiary of Singapore Power Limited) now holds 31.1% of the issued shares in AusNet Services 
Ltd and SGIAD (a wholly owned subsidiary of State Grid Corporation of China) holds 19.9% of the 
issued shares in AusNet Services Ltd. 

Prior to the Transaction described in section 1.1.2, SPI held 51.1% of the, then, issued stapled 
securities in AusNet Services and, as a consequence, it was both a Related Body Corporate, and a 
Related Party, of AusNet Services Group under the Corporations Act 2001 (Cth) (Corps Act). 

As a result of the Transaction, SPI and the other members of the Singapore Power Group are no 
longer Related Bodies Corporate or Related Parties of AusNet Services Group under the Corps Act. 

Further, neither SGIAD, nor any other members of the State Grid Corporate of China Group are 
Related Bodies Corporate or Related Parties of AusNet Services Group under the Corps Act.  

2.1.2 Accounting Standards 

Accounting standards have a wider definition of related parties compared to that under Corporations 
Law.  AASB 124 Related Party Disclosures details the circumstances under which two entities are 
deemed to be related parties, including where “One entity is an associate or joint venture of the other 
entity (or an associate or joint venture of a member of a group of which the other entity is a member)”  
(AASB 124 para 9(b)(ii)). 

As a result, as at the date of this submission, Jemena and AusNet Services are still considered 
related parties for accounting standard purposes.  AusNet Services statutory and regulatory financial 
statements will continue to show Jemena as a related party.  This position has been confirmed by 
AusNet Services external auditors. 

2.2 AusNet Services Group Relationship with SGSP (Australia) Assets Pty Ltd 

The major security holders of the AusNet Services Group, Singapore Power International Pte Ltd and 
State Grid International Australia Development Company Ltd, also own 40% and 60% respectively of 
SGSP (Australia) Assets Pty Ltd (formerly, SPI (Australia) Assets Pty Ltd)).  Within SGSP (Australia) 
Assets Pty Ltd are the subsidiaries of Jemena Asset Management Pty Ltd and ZNX (2) Pty Ltd.  

As discussed in section 2.2.1, the Domain agreement was enacted in 2008 between the 
AusNet Services Group (then, SP AusNet Group) and SGSP (Australia) Assets Pty Ltd (then, 
SPI (Australia) Assets Pty Ltd) and certain of their subsidiaries to deliver value and efficiencies for the 
two groups.  Quotations for work obtained from Jemena under this agreement have been sought in 
conjunction with quotes from members of AusNet Services’ installation service provider panel. 

2.2.1 Domain Arrangements 

On 30 September 2008, the AusNet Services Group announced that it had reached agreement with 
the Singapore Power Group on a number of operational agreements which delivers value for the 
AusNet Services Group. 

Under the arrangements, the AusNet Services Group provide end-to-end network metering services, 
technical services and vegetation management services to the electricity and gas networks owned 
and managed by Jemena.  The AusNet Services Group also assumed responsibility to deliver 
contestable metering services to Jemena’s existing customers.  To ensure continued capital 
investment and deliver network growth, Jemena and the AusNet Services Group have entered into a 
Capital Works Preferred Supplier Agreement.  Each of these arrangements, which are on arm’s-
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length terms, were for an initial five year team and were renewed in 2013.  They were each renewed 
for an additional three year and will continue for further five year terms unless terminated by either 
party.  The arrangements may also be terminated early by either party in certain circumstances.  

3 SGSP (Australia) Assets Pty Ltd 

SGSP (Australia) Assets Pty Ltd (formerly SPI (Australia) Assets Pty Ltd), and its subsidiaries 
Jemena Asset Management Pty Ltd (ACN: 086 013 461) and ZNX (2) Pty Ltd (ACN: 104 352 650) 
(formerly Jemena Asset Management (6) Pty Ltd) together referred to as Jemena), provide the 
transmission services to the AusNet Services Group. 

The Domain arrangements described in Section 2.2.1 include a Capital Works Preferred Supplier 
Agreement (CWPSA or Agreement).  The CWPSA establishes a contractual framework under 
which the AusNet Services Group will endeavour to award an agreed target of capital works services 
to Jemena.  This agreement, effective at the 29th September 2008, was for an initial five year team 
and was renewed in 2013.  It was renewed for an additional three years and and will continue for 
further five year terms unless terminated by either party by giving notice to terminate at the end of the 
current term.  The contract does not specify any targets for individual businesses within the 
AusNet Services Group to award work and AusNet Transmission Group is not required to offer 
Jemena first rights of refusal on any particular capital works projects. The process for awarding works 
under the CWPSA is explained later in this section 3.  

AusNet Services also has a panel of installation service provider contractors (ISP Panel).  Panel 
members are selected following a competitive tender process and current ISP Panel members 
include ZNX(2) Pty Ltd (a subsidiary of SGSP (Australia) Assets Pty Ltd), Downer EDI, Tenix 
Australia Pty Ltd and Powercor Network Services Pty Ltd (among others).  Individual capital works 
projects are periodically released to any number of the ISP panel members, who are invited to bid 
competitively.  Invitations to bid may also be released to Jemena, as a Preferred Supplier.  Following 
an appraisal and approval process, the works are awarded to the successful bidder.  Projects are 
typically negotiated to be delivered within a set timeframe and, depending on the type and nature of 
the project, may be subject to fixed price agreements to transfer price risk to the service provider.   

The ISP Panel undertakes the majority of project implementation works.  Contractual arrangements 
with ISPs ensure that pricing remains competitive and delivery and quality targets are maintained.  
New ISPs must undergo a rigorous pre-qualification process to ensure they possess appropriate 
skills, capability, experience and management systems to undertake works in the electricity 
infrastructure environment. 

AusNet Services Group’s internal resources focus on the core functions of project planning, overall 
project delivery and contract management.   

3.1.1 Procurement of services / Basis of procurement 

As previously noted, the Agreement is part of a broader operational agreement, being the Domain 
arrangement discussed in Section 2.2.1.  Therefore, there was no tendering process in relation to the 
procurement of this service, hence no supporting tendering documentation that can be provided to 
the AER. 

As the Domain arrangement strengthened the AusNet Services Group’s operational model, 
enhancing the AusNet Services Group’s focus on growing niche asset services and provided a 
benefit to security holders through, among things, a reduced SPIMS management performance fee 
while the Management Services Agreement was still in operation, capital works services are the 
subject of a contract instead of being undertaken by the AusNet Services Group itself.  The 
Agreement also helps to ensure continued capital investment and network growth by securing 
resources for the delivery of around $35m - $40m of AusNet Services Group’s capital portfolio each 
year. 
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The Agreement outlines that on the first business day of each quarter, the AusNet Services Group 
will provide Jemena with details of its capital works program for the next 12 to 18 months.  Jemena 
then indicates to the Executive Panel (comprised of the AusNet Services Group and Jemena 
representatives) which of the proposed projects of the capital works program they wish to undertake 
having regard to their resourcing capabilities.  The Executive Panel then develops a list of projects 
which it considers should be offered by the AusNet Services Group to Jemena before any other 
contractor (Agreed List).  A project that appears on the Agreed List may not be offered to any other 
service provider until the AusNet Services Group has decided not to award that project to Jemena 
pursuant to the Agreement. 

Jemena is then required to propose a Total Cost Estimate or, in the case of distribution capital works 
projects with an estimated value of $250,000 or less or small field service work packages or 
programs (GUHR Works), a Grossed Up Hourly Rates Estimate for each project that it is offered.  A 
Total Cost Estimate must be provided, and the Grossed Up Hourly Rates for each Annual Period 
must be agreed on a fully transparent, open book basis.  The AusNet Services Group reviews the 
Total Cost Estimate or Grossed Up Hourly Rates Estimate, as applicable and then meets with 
Jemena to discuss Jemena’s proposal and seek to agree a Total Cost Estimate or Grossed Up 
Hourly Rates Estimate, as applicable for the project.  If the AusNet Services Group accepts 
Jemena’s proposed Total Cost Estimate or Grossed Up Hourly Rates Estimate, as applicable then 
the AusNet Services Group must award the project to Jemena.  If the AusNet Services Group does 
not accept Jemena’s proposal and the parties do not reach agreement, the matter is referred to the 
Executive Panel for resolution.  If the Executive Panel cannot resolve the matter, then the 
AusNet Services Group may choose to award the project outside the Agreement.  

The CWPSA allows Jemena to subcontract part of the works for a particular capital works project; 
they are not able to outsource the whole of the works.  The AusNet Services Group may invite 
Jemena to submit quotations for capital works projects, under the pricing and commercial terms 
contained in the CWPSA. 

AusNet Services’ contracting approach benefits AusNet Transmission Group and our customers by:  

 appropriately balancing the use of internal and external resources; 

 utilising market expertise and intellectual property;  

 securing lower prices by requiring potential contractors to compete for work; 

 obtaining economies of scale by ensuring that contractors expect to deliver appropriate 
volumes of work; and 

 ensuring high quality and timely project delivery through effective monitoring of 
performance. 

The process is depicted in the figure below. 
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Figure 2.2: Procurement Process 
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3.1.2 Capital Works Preferred Supplier Agreement (CWPSA) 

The Agreement, and included target expenditure, applies across the transmission and distribution 
businesses.  There is no target associated with any particular business within these companies. 

AusNet Services Group and Jemena established, pursuant to the Agreement, an Executive Panel for 
the purpose of developing the list of projects, resolving disputes, reviewing performance and any 
other functions required. 

The Capital Works costing procedure is outlined in the CWPSA and for material scope projects is 
based on the Total Cost Estimate undertaken by Jemena in accordance with the CWPSA, 
comprising the estimated costs for all actual direct costs and the value of overheads to be applied.  
The costs are to be itemised on a fully transparent, open book basis. 

For GUHR Works, the costing procedure is based on a Grossed Up Hourly Rates estimate specified 
by Jemena which comprises an estimate based on applicable Grossed Up Hourly Rates.  

For each Annual Period, Jemena must provide a Grossed Up Hourly Rates Proposal to 
AusNet Services Group on an open book and fully transparent basis, taking into account the nature 
and type, and quality and standard, of work required and including details of: 

 The base labour rate agreed by the parties for all works under the CWPSA; 

 Fixed direct costs, other than overheads, and details and allocation of such costs; 

 Overhead, which must not exceed the percentage for overhead for all works under the 
CWPSA; and 

 Margin, which must not exceed the percentage for margin for all works under the CWPSA; 

The parties must meet in good faith to review and determine the Grossed Up Hourly Rates Proposal 
for an Annual Period.  If the parties cannot agree, the matter is referred to the Executive Panel for 
resolution or, failing resolution, dispute resolution in accordance with the agreement. 

3.1.3 Awarding of Projects 

Under the agreements discussed above, when a project arises, AusNet Services Group has the 
discretion to allocate Works by: 

a) issuing a request for tender to one or more of the ISP Panel members, including 
ZNX(2), Jemena and/or any other appropriately qualified contractors; and/or 

b) requesting an offer for a Works Order under the CWPSA from Jemena. 

In all cases, the contractor(s) must respond as specified by AusNet Services Group, including an 
acceptance or not of an offer/tender proposal that includes all supporting information requested.  The 
contractor's response will be based on their proposed pricing for the project.  Once a proposal is 
received a process of evaluation, cross checking, negotiation and, if required, obtaining competitive 
quotes from other suppliers is conducted to ensure the veracity of the contractors’ proposals and 
select the best value proposal. 

If AusNet Services accepts a contractor’s response a Works Contract is signed by both parties.  
There is no limitation on the manner in which AusNet Services Group conducts this process, and 
AusNet Services is able to, at its discretion, award work outside the CWPSA or the ISP Panel 
arrangements in accordance with their respective terms. 

AusNet Services will assign a Project Manager for the purpose of the Works Contract who will act as 
the agent of AusNet Services in all its dealings with the contractor, including: 

 Reviewing performance levels; 

 Approving invoices; 

 Determining adjustments to the Contract Price; 



AusNet Services  

TRR 2017-2022 – Related Party Arrangements
 

PUBLIC 30 OCTOBER 2015 10 / 11 

 Reporting to AusNet Services on the Contractor’s performance; and 

 Monitoring overall performance and quality of work. 

The CWPSA with Jemena requires that, at AusNet Services’ request, each Contract Budget consist 
of Pass Through Items, Overhead and Margin, based on the Total Cost Estimate or Grossed Up 
Hourly Rates Estimate (smaller, ad hoc works), as applicable.  The Total Contract Cost Estimate 
comprises estimated costs for all actual direct costs and the value of overheads to be applied.  The 
costs are to be itemised on a fully transparent, open book basis. Similarly, the Grossed Up Hourly 
Rates (as explained in more detail above in Section 3.1.2) are determined based on estimated costs 
for base labour rates and fixed direct costs, and Overhead and Margin, based on the base labour 
rates and fixed direct costs estimates.  The parties may also agree an alternative pricing where 
appropriate.  For example, if a competitive tender has been undertaken and Jemena has been 
successful, the Works Contract may reflect a successfully tendered fixed price.  

Each Works Contract pursuant to the CWPSA contains provisions which establish KPIs by which to 
assess Jemena’s performance and allow for the reduction of the Margin if Jemena fails to meet 
prescribed levels of performance (unless and to the extent an alternative pricing model has been 
agreed, if and as appropriate). 

3.2 Copy of Contract 

The following contracts are attached: 

 Attachment 1 to this response is a current consolidation of the CWPSA with Jemena 
(including Standard Terms); 

 Attachment 2 to this response is a current consolidation of the Domain Umbrella Agreement; 

 Attachment 3 to this response is the ISP Panel Agreement with ZNX(2) Pty Ltd. 
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4 AusNet Services Group Captive Insurer 

Due to the cost and availability uncertainties associated with the liability, including bushfire liability, 
insurance market, AusNet Services established a captive insurer, AusNet Services Insurance Limited 
(Guernsey Reg No.58480) in 2014 (Captive Insurer).  The Captive Insurer is a wholly owned 
subsidiary of the AusNet Services Group.  

The establishment of Captive Insurer was considered prudent and beneficial due to, among other 
things, the potential to utilise it to: 

 Help reduce the overall cost and volatility of the AusNet Services Group liability insurance 
program by creating competitive tension and/or filling gaps in the Groups liability insurance 
program; 

 Provide coverage when third party underwriting appetite for the associated risk is not 
available; and 

 Increase insurance options available to the AusNet Services Group by allowing direct 
access to the re-insurance market. 

The Captive Insurer is managed by Aon Guernsey and its Board comprises to AusNet Services 
nominees, a nominee from Aon Guernsey and an independent, non-executive director which is also 
the Chairman of the Board. 

Coverage to be provided by the Captive Insurer to the Group is determined as part of 
AusNet Services overall liability insurance program annual renewal process.  AusNet Services 
engages with Aon, its insurance broker, to achieve an optimal liability insurance program for each 
renewal period.  As part of this process, potential, strategic opportunities for the Captive Insurer to be 
utilised to optimise the program are identified and considered.  

Any coverage opportunities for the Captive Insurer, including the terms of any such cover, as part of 
AusNet Services Group liability insurance program are subject to approval of the Board of the 
Captive Insurer.  Further, AusNet Services Group overall liability insurance arrangements, including 
any coverage by the Captive Insurer, are subject to the approval of the Audit and Risk Committee of 
the Board of the AusNet Services Group. 

The terms of any cover provided by the Captive Insurer are determined, supported by advice from 
Aon Guernsey, on an arms-length basis taking into account, and balancing, global market rates 
against Aon’s experience as a leading provider of captive insurance services and internal rating 
models. 

The cost of insurance cover provided by the Captive Insurer, as part of AusNet Services Group’s 
insurance programme, is allocated between businesses of AusNet Services Group based the Cost 
Allocation Methodology 


