s Coalition
Australia

AER Haviayy

cirasl\ai Ravarja Hagar

(D

Aovolicziiion Forurr)

Presentation by
David Headberry on behalf of
John Pike (ECCSA Chair)

24 July 2007



I'he arivers: o INSENee

Depreciation and opex, are recovered on a cost
pbasis and theoretically have no profit attached
to them

Pass throughs have no profit for a TNSP
attached to them

Efficiency carry over has no profit attached to it
and declines over time

Achieving performance standards has a profit
element but is not a secure source of profit

The bulk of a TNSP profit comes from the
WACC which is areturn on assets

Therefore a TNSP iIs actively incentivised to
Increase the assets involved so as to increase

gEerofits



Utcome or
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RAB increases by addition of some $80m for easement
values disallowed in 2002

Opex increases from $45m pa to $58m pa (averaged)
Capex more than doubles

Volume to increase by ~2% pa

Demand to increase by ~2% pa

Tariffs increase by nearly 50%

ElectraNet reduces the average age of the assets
provided due to the large capex program

Increased costs are above CPI
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Change on Opexs eVemiiie
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Opex increases by 30%
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ANQ E apex over time
e Increase In

aNet capex
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Chanees Inrconsuinpueiy

g or maintenance in rate of
d consumption (50% PoE), yet
2ase significantly

513.3/MWh to $18.5/MWh

tuals and forecasts,
raNet f/c revenue
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Cost iIncreases 27272

n costs which impacts

I costs are increasing at 4.5%
over the last decade

ore expensive but much is not

Movement of wages
relative to CPI

—— Linear (Movement in wages)

—— Linear (CPI)
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Cost increases 2727?

yrice since 2002,
China at half the

ignificantly but this is not

| sabwys | uso | W | ER | Y | GBP

average of first six months of 2002 0.5347 | 51.8740| 0.59%4 | 69.2730 0.3701

average of first six months of 2007 0.8064 | 65.9199| 0.6067 | 96.6713 El 4095
sivemens | osw| oow| m| aw]

Source: Derived by EUCV from RBA data




FCCSA Conclusions

ElectraNet has sought a major increase in costs

Average tariffs will rise by nearly 50%, and to put this
Into context,

tariffs used to be half this amount, and

the tariff in 2013 will be half the cost of generation

Growth is dependent on Olympic dam, yet this project
uses little of ElectraNet resources => average tariffs are
distorting

Opex Is above the “ElectraNet” benchmark

Opex has grown despite an efficiency benefit which is
Intended to lead to an opex plateau

Capex nearly doubles, yet ElectraNet had trouble
spending the last allowances

Easements were addressed last time yet they are back
again
Costs are to rise significantly yet the independent data

does not support an Increase
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