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Notice to anyreader of the attached report

This report is notintended toberead or used by anyone other than Energy Queensland Limited orthe

Australian Energy regulatorin connection withits review of revenue proposals submitted by Energy
Queensland Limited.

We prepared thisreport solely for Energy Queensland Limited’s use and benefit in accordance with
and for the purpose setoutin our engagement letter with Energy Queensland Limited dated

6 November 2019 and thereport. In doingso, we acted exclusively for Energy Queensland Limited and
considered no-oneelse’s interests.

We acceptno responsibility, duty orliability:

e toanyoneother than Energy Queensland Limited in connection with this report

e to EnergyQueensland Limited for the consequencesofusingorrelyingonit fora purpose other
than that referred to above.

We make no representation concerningthe appropriateness of thisreportforanyone otherthan
Energy Queensland Limited. Ifanyone otherthan Energy Queensland Limited choosesto useorrely
onittheydosoattheirownrisk

This disclaimer applies:

e  tothe maximum extent permitted by lawand, without limitation, to liability arising in negligence
or under statute; and

e evenifwe consent toanyoneotherthan Energy Queensland Limited receiving or using this report.
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Energy Queensland Limited
26 Reddacliff Street
Newstead QLD, 4006

Attention: Matthew Dooley, Manager External Reporting and Policy

6 December 2019

Dear Matthew

Report on your Cost Allocation (CAM) model*

We have completed our work under our engagement letter with Energy Queensland Limited (EQL you
or Client) dated 6 November 2019. We are pleased to provide you with this report on your model
related to the Reconciliation of the CAM adjustment applied to the 2018/19 base year SCS Opex to
supportthe Ergon and Energex 2020-25determination (Project) with the objectives and procedures of
the engagement set out in the Findings section of this report.

The model
In this report ‘the model refersto the Excel spreadsheetidentified below.

Electronic Size | Last modified . e
filename (KB) (date & time) MDs identifier
CAM
Reconcilliat 4 December
ion-| 3,101 2019 eb988ci14bbafby4c66fce40ea3bf18cf
Working 16:23PM
V5.xlsx

* The MDs5 hash of a file can be reconfirmed using tools that are available at: http://code.kliv.org/hashcheck/

1 CAM models and documentation referred in thisreport applies the AER approved CAM affective 1 July 2020

. Ener gex: https://www.aer.gov.au/networks-pipelines/determinations-access-arrangements/cost-allocation-method/energex-cost-
allocation-method-2018

. Ergon Energy: https://www.aer.gov.au /networks-pipelin es/determinations-access-arrangements/cost-allocation-method/ergon-
energy-cost-allocation-method-2018
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Our procedures

We performed the proceduresset outin the Findings section on the earlier versionsofthe modelyou
provided for this purpose. After performing the specified procedures oneach earlier version ofthe
model, we provided you withlistsofthe potential errors, queries, undocumented assumptions and
designissuesweidentified (issueslists). We discussed eachissues list withyouand youresponded to
the issues raised in writingand/or by making changesto therelevant version of the model. We relied
onyourresponsesto theissues listsin preparing thisreport. The procedures as outlined in the
Findings section were applied to the final version of the model asdefined above and associated data
files and documents asdefined in Appendix C. Our findingsarebased onthis the final version of the
model.

Atourrequest,youalso provided written clarification of your interpretation of some ofthe model’s key
assumptions,inputdataand source documentation. We have also relied onthisclarificationin
preparingthisreport. Otherwise, we based thisreportsolely on the interpretation ofthe model’s
assumptions,inputdataand source documentationthat wasapparentto us. As ourservices did not
includelegal services, wedid notinterpret agreements or other documents as lawyers. Ourservices did
not includeany legal, tax oraccounting advice and we did not act as your financial advisor.

Pleasenote:

e we did not check whether the model is consistent with any supporting project documentation,
except to the extent required to performthe specified procedures relatingto objectives 2aand 2b;

e we did not check whether the accounting assumptions and outputsfrom the modelarein
accordance with the relevantaccounting standards;

e we did not check whether the tax assumptionsand outputsfromthe model arein accordance with
the relevant tax legislation; and

¢ we only checked the specificlink from the model to any source filesthat the model is linked to in
accordance with therelevantrowand column narratives. We did not check any ofthe calculations
in the underlying source files (refer Appendix C).

Findings
We understand thatyouhave certain objectives for the model as listed below:

e The calculations in themodelarein allmaterial respects internally consistent and
arithmetically correct.

e Inputdatausedinthemodelis consistent withtheextracts from supporting AER approved
CAM documentation and data assumptions you give us for this purpose.

e Calculationsin the model, reflect the corresponding definitions in the AER approved CAM
documentation as agreed withyou forthispurpose.

To addressthese objectives, we performed the proceduresagreed withyouthatare set out belowon
the final model:
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Yourobjectives for the
model

Specified procedures

The calculations in the model
are in all material respects
internally consistentand
arithmetically correct.

(a) Use spreadsheet analysissoftware to identify:

¢ inputs,formulas andlabels

e inconsistencies in formulasreplication

e hidden,hardcoded orhardwired

assumptionsembedded in formulas

unusedinputs

cellsreturningexcel errors

rangenames and their properties

externallinks

hidden sheets

similarities between manually selected

worksheetsand ranges

(b) Perform manual code inspection of model
formulasandlinkages, using Excel trace
functions to trace forward frominputsto

outputs.

(c) Userowand columnnarrativestoindicate the
purpose of calculationsand unitsof measure.

(d) Check whether the formulas are consistent with
the rowand columnnarratives

(e) Check whetherthe mathematical calculation of
the formulasis consistent with the model’'srow
and columnnarrativesbased onour
understanding oftheintended purpose ofthe
model and on the procedures performed.

(f) Checkwhether any links between the model and
any source files thatthe model referencesare
consistent withthe model’s corresponding row
and columnnarrativesbased onour
understandingoftheintended purpose ofthe
model and on the procedures performed.

2a

Inputdatausedinthe modelis
consistent with the extracts from
supporting A ER approved CAM
documentationand data
assumptions* yougive us for
this purpose.

Performa onedirectional checkofthedata
assumptions fromthe extracts of supporting CAM
business rules documentation to inputsin the model.

2b

Calculationsin the model,
reflectthe corresponding

Performa onedirectional checkfromthe CAM
business rules to the modelto check whether
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definitions in the AER approved | calculations arein accordance with agreed extracts of
CAMdocumentationas agreed | the CAM documentation.
with you for thispurpose.

* The extracts of the AER approved CAM documentation and data assumptions checked as partof procedures 2(a) and 2(b)
are setoutin Appendix A.

We have completed all specified procedures as identified above onthe modeland have not identified
any issuesthatwouldindicate to us thatyour objectiveshave notbeenmet.

The key outputsofthe model as defined by you are summarised in Appendix B.

Y ou areresponsible for determining whether the specified procedures meet your needsand for making
yourown decisions in light of all relevant information available to you. We make no representation
that the specified procedures are sufficient for determining whether your model meets your objectives
(as identified above) or that our work will disclose all matters of significance to you.You are also
responsible for the model and all assumptionsandinput data,and foralldecisionsrelatingtothe
Project. We do notexpress any opiniononhow the Project’s results may compare with the model’s
projections.

Because ourwork did not constitute an audit orreviewin accordance with Australian Auditing
Standards, we do notexpress any conclusion or provide any assurance on the model oritsoutputs or
its explicit orimplicit numerical, commercial, orlogical assumptions.
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Use of report

We provide thisreport solely to help youassess whether your financial model meetsthose of your
objectives forthe model which areidentified in the Findings section. We consent to you providing a
copy of our reportto Australian Energyregulatorin connection withits reviewofrevenue proposals
submitted by Energy Queensland Limited, onthebasis thatourservices and reportare notfortheir
use or benefitand we do not accept any duty orliability to them. I't is notintended tobe usedin
connectionwith anywarrantiesyoumay givein connection with the Projectorin any agreementorfor
any purpose otherthanthat for which it is provided or by anyone other thanyou. We do not accept any
responsibility orliability to youforthe consequences of your use of our reportfora purpose other than
that forwhichit is provided or to any other party for the consequences of use of this reportfor any
purpose.

Y oursfaithfully

(L vy~

AndrewWellington
Partner
PricewaterhouseCoopers
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Appendix A — Documents and relevant extracts

Project document received:

Cost Allocation Method Business Rules, Version 1.0. (Filename ‘CAM Business Rules 2020-
25 Version1.0.docx)

Relevant Extracts

o Appendix C- Allocation To Legal Entities Based On Labour (first table on page 18)

o Appendix D- Allocation To Services Based On Direct Distribution Labour (formulaatthe
bottomofpage19)

o Appendix E- Distribution Three Factor Method Allocation (page 20)

o Appendix F - Corporate Three Factor Method Allocation (page 21)
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Appendix B —Outputs of the model

Energex

2018/19 CARIN SCS Opex 350.2M
Operational change SPARQAsset Usage Fee (9.2M)
(9.2M)
CAM change Distribution three factor method 5.6M
CAM change Other CAM driver changes 6.5M
12.1M
Adjustment SCS Opex adjustment 2.9M

2018/19 CA RIN with adjustment
SCS Opex 353.2M

Ergon Energy
2018/19 CARIN SCS Opex 392,5M
Ergon EnergyOverhead
Recoveries True-up (12.6M)
Operational change SPARQAsset Usage Fee (12.6M)
Costalignment Fleetdepreciation (8.2M)
. Changein financialaccounting manual for
Costalignment shared (support) costs 43.0M
9.7M
Introduction of distribution three factor

CAM change method (5.6M)
CAM change Other CAM driver changes 1.2M
(4.4M)
Adjustment SCS Opex adjustment 5.3M

2018/19 CA RIN with adjustment
SCS Opex 397.8M
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Appendix C — External Files

Electronicfile

y ) K
name MDs5 identifier

2.1 Expenditure
SummaryWorking | 5cae7372422c45398eac8d61a15ba31f
2019 EGX.xlsx

3.0 LOBbyRC,
Activityand
Element 2019v2.3
(NPNICW adj)xlsx

997 31d6a46b60e2fb57c8cfc8c55e78d

7.0 Template 2.10 -
WorkingFile Main
12331313:213 (21(\)I\1/;7)D_1r 029b6boede8b16aaz21e2bifbgbdsfbeg
CAM

Reconcilliation.xlsx

191024 Workings

sk bo32ff8db6f2ea32559167110370309c¢

191027 - Ergon

fleet costs xlsx 6f68b4e6054100bbbfbge41977f1bbg2

1910301 GL
classification and | 7 codsgeo0930105bcbs3ada6b4a8a51894
summaries.xlsx

Energex Combined
Mapping - CAM
Reconcilliation
v2.xlsx

94c5b7dd60aeffqebac33334a82e8467

Ergon

Ov erheads xlsx 7 03346f024d586¢2c466a55c0ba71d38

Reconciliation.xIsx | 48884b09e4963dd36fb863a3cf40719b
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