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Company Information

ElectraNet Pty Ltd (ElectraNet) is the principal electricity transmission network service provider
(TNSP) in South Australia.

For information about ElectraNet visit www.electranet.com.au.

Contact

For enquiries about this Revenue Proposal please contact:

Simon Appleby

Manager Regulation and Investment Planning
ElectraNet

52-55 East Terrace

Adelaide SA 5000

revenue.reset@electranet.com.au

Copyright and Disclaimer

Copyright in the material in this document is owned by or licensed to ElectraNet. ElectraNet reserves
all rights in relation to this material. Permission to publish, modify, alter, or use this material in any
way must be sought in writing directly from ElectraNet.

This document is intended to provide stakeholders with an overview of ElectraNet's Revenue
Proposal submitted to the Australian Energy Regulator under Rule 6A.10.1 of the National Electricity
Rules on 31 January 2022. ElectraNet, its directors, its officers and shareholders disclaim any
responsibility for the use of this document for a different purpose or in a different context.

Reasonable endeavours have been used to ensure that the information contained in this document
is accurate at the time of writing. However, ElectraNet, its directors, officers and Shareholders give
no warranty and accept no liability for any loss or damage incurred in reliance on this information.
Forecasts, projections, and forward-looking statements included in this document are subject to
change and amongst other things, reflect information, data, methodologies, legislation, judicial and
tribunal decisions, regulatory guidance, assumptions, prevailing market estimates, assessments,
standards, and factors current at the time of publication.
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Note

This attachment forms part of our Revenue Proposal for the 2023-24 to 2027-28 regulatory period.
It should be read in conjunction with the other parts of the Revenue Proposal.

Our Revenue Proposal comprises the overview and attachments listed below, and the supporting
documents that are listed in Attachment 14:

o Revenue Proposal Overview

J Attachment 1 — Maximum allowed revenue

o Attachment 2 — Regulatory asset base (this document)

o Attachment 3 — Rate of return

o Attachment 4 — Regulatory depreciation

. Attachment 5 — Capital expenditure

. Attachment 6 — Operating expenditure

. Attachment 7 — Corporate income tax

° Attachment 8 — Efficiency benefit sharing scheme

° Attachment 9 — Capital expenditure sharing scheme

. Attachment 10 — Service target performance incentive scheme
° Attachment 11 — Pricing methodology

° Attachment 12 — Pass through events

o Attachment 13 — Demand Management Innovation Allowance
o Attachment 14 — List of supporting documents
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2. Regulatory Asset Base

21 Key points
o The value of our Regulatory Asset Base (RAB) is a key input to our revenue requirement.

o We have adopted the accepted approach to calculate the value of our RAB using the AER’s
Roll Forward Model (RFM)" in accordance with the Rules.

o As a result of changes to connection agreements, some assets that previously benefited
from the grandfathering provisions under clause 11.6.11 of the Rules, no longer do. These
assets will be removed from the RAB from 1 July 2023.

o Our RAB is forecast to decline in real terms over the coming regulatory period based on the
reduced size of the capital program.

2.2 Introduction

This Attachment presents information relating to our RAB, which is calculated using the AER’s RFM
in accordance with the Rules requirements.

The Attachment is structured as follows:

o Section 2.3 explains how the roll forward methodology was used to establish the opening
RAB as of 1 July 2023, including the removal of assets that previously benefited from
grandfathering provisions.

. Section 0 presents our forecast of the opening RAB and the closing RAB for each year of
the forthcoming regulatory period.

2.3 Opening RAB as of 1 July 2023

2.3.1 Summary of RAB calculation

Our opening RAB has been calculated using the AER’s RFM. Table 2.1 below shows that it was
calculated by:

o adding incurred capital expenditure for each year of the regulatory control period up to
30 June 2021, net of asset disposals;

o adding forecast incurred annual capital expenditure up to 30 June 2023, net of asset
disposals;

° deducting depreciation on a straight line basis and applying the year-by-year tracking
approach;

. removing connection assets that previously benefitted from the grandfathering provisions

under clause 11.6.11 of the Rules, but are now classified as negotiated transmission
services following changes to the connection agreements; and

. adjusting for actual and forecast inflation.

1 AER Version 4, April 2020.
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The opening RAB calculation also includes an adjustment to account for any difference between
the estimated and actual net capital expenditure during the last year of the previous regulatory
period (2017-18).

The rate of return is applied to this difference so that both we and our customers are unaffected by
any difference between the estimated and actual capital expenditure in that year.

Table 2.1: Derivation of opening RAB ($m nominal)

e ot | vt | ot | zoovz2 | ouzezs

Opening RAB 2560.2 2659.2 2763.6 2872.8 3237.4
Nominal Net Capital

. 159.8 181.9 216.6 434.9 405.2
Expenditure
Straight line depreciation -106.4 -126.5 -131.2 -140.6 -137.6
Deduct previously
‘grandfathered’ connection -12.7
assets (clause 11.6.11)
Inflation adjustment 45.7 48.9 23.8 70.4 79.3
Closing RAB 2659.2 2763.6 2872.8 3237.4 3571.6
Adjust for difference in 2017-
18 actual capital expenditure 17.3
(and disposals)
Adjust for return on difference
in 2017-18 actual capital 4.8
expenditure (and disposals)
Opening RAB at 1 July 2023 3593.7

A completed RAB Roll Forward Model accompanies this Revenue Proposal.

2.3.2 Removal of grandfathered assets

During the current regulatory period, several customer connection substations were altered to
facilitate a change of service, being the connection of solar PV generators by the transmission
network user. The changed services required the alteration of the associated transmission
connection agreement at the request of the customer.

At each of these substations, the relevant assets are either existing assets or replacement assets,
as defined in clause 11.6.11(a) of the Rules. That is each asset was either in the RAB on 9 February
2006 or was a replacement of such an asset after 9 February 2006.

Where these assets were replaced after 9 February 2006, the replacement was undertaken as a
result of the age and condition of the assets, and not at the request of the customer.

None of the existing or replacement assets that are identified as wholly and exclusively providing a
connection service have had their costs treated as directly attributable to or incurred in providing
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TUOS services. Accordingly, the identified assets are eligible assets for the purposes of clause
11.6.11(a) of the Rules.

At the date of this Revenue Proposal, the eligible assets no longer satisfy the definition of prescribed
connection service in clause 11.6.11(a). This is due to the connection agreements at these
substations being altered at the request of the transmission network user to facilitate the connection
of generation.

The connection service at the identified substations will remain a prescribed service until the start
of the next regulatory control period on 1 July 2023, from which time it will become a negotiated
transmission service.

Consistent with clause 11.6.11(b) of the Rules at the commencement of the next regulatory period:

. the connection services at the identified substations will be reallocated to negotiated
transmission services;

. the eligible assets previously providing the prescribed connection service no longer will be
eligible assets;

. the value of the eligible assets which previously provided the prescribed connection service
will be removed from the RAB, and

. the RAB value of those assets will be reflected in the negotiated connection charges of the
relevant transmission network user.

Table 2.2 below provides an anonymised summary of the connection points that no longer benefit
from the grandfathering provisions and the value of the affected assets, which will be removed from
the opening RAB.

Table 2.2: Removal of grandfathered assets at connection points ($m nominal)?

Connection point Existing or Altered service at Value
replacement customer request ($m at 30 June 2021)?
substation

Connection point A Yes Yes 1.4

Connection point B Yes Yes 14

Connection point C Yes Yes 3.7

Connection point D Yes Yes 2.9

Connection point E Yes Yes 3.1

Connection point F Yes Yes 04

Total 13.0

a this value is larger than the corresponding value in Table 2.1 due to forecast depreciation between 30 June 2021 and
30 June 2023

2 The figures presented in this Attachment are expressed in end of year ($ June) terms.
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2.4 Forecast RAB for the forthcoming regulatory period

Table 2.3 below presents the values and inputs used to derive the RAB for each year of the
forthcoming regulatory control period. It shows that the forecast RAB was calculated by:

o adding forecast capital expenditure to be incurred for each year of the regulatory control
period up to 30 June 2028, net of forecast asset disposals;

o deducting depreciation on a straight line basis following the requirements of the Rules and
applying the accepted year-by-year tracking approach?®; and

o adjusting for forecast inflation.

Table 2.3: Asset base roll-forward from 1 July 2023 to 30 June 2028 ($m nominal)*

Regulatory Asset Base | 2023-24 | 202425 | 202526 | 2026-27 | 2027-28

Opening RAB 3593.7 3691.2 3781.4 3859.1 3925.8
Net capital expenditure 157.3 164.7 152.0 147.2 130.8
Straight line depreciation -146.2 -163.0 -165.0 -173.1 -171.6
Inflation adjustment on RAB 86.2 88.6 90.8 92.6 94.2

Closing RAB 3691.2 3781.4 3859.1 3925.8 3979.2

In accordance with clause S6A.2.1(f)(4) of the Rules, only actual and estimated capital expenditure
properly allocated to the provision of prescribed transmission services in accordance with our
approved Cost Allocation Methodology® net of forecast asset disposals has been included in the
RAB.

The forecast movement in the RAB to the end of the coming period is shown in Figure 2.1 below.
Following the increase in the RAB in the current regulatory period due to the ISP projects and other
investments currently being completed, the RAB is projected to decline in real terms over the
forthcoming regulatory period based on the reduced level of capital expenditure.

3 We have also written down the residual value of assets to be removed from service in the coming regulatory
period, consistent with accepted practice.

4 The figures presented in this Attachment are expressed in end of year ($ June) terms.

5  Available at www.electranet.com.au/wp-content/uploads/resource/2016/06/20081508-Report-Cost-Allocation-
Methodology.pdf.
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Figure 2-1: Closing RAB Outlook 2018-19 to 2027-28
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