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1.3. Customer and stakeholder engagement 

AGIG is committed to operating the network in a manner that is consistent with the long-term 
interests of our customers. To facilitate this, AGIG conducts regular stakeholder engagement to 
understand and respond to the priorities of our customers and stakeholders. Feedback from 
stakeholders is built into our asset management considerations and is an important input when 
developing and reviewing our expenditure programs. 

As discussed in the Network Adaptation Strategy, decarbonisation of the energy sector and a 
preference among stakeholders for renewable gas is the subject of ongoing discussion and 
research. For example, the Renewable Hydrogen Industry Development Plan 2021 sets a blueprint 
for how the Victorian Government supports the growth of the emerging renewable gas sector. 
Extracts from the report state: 

“We have a vision for renewable hydrogen to be a part of our economy and the transition to a net 
zero emission future” 

“Victoria has the most extensive gas main network in Australia and uses a significant amount of 
natural gas. Renewable hydrogen could become a low carbon substitute for natural gas, either 
through gas blending or complete replacement in the long term” 

Further, in recent Victorian customer engagement workshops, key findings were: 

• Clean energy and reducing carbon emissions is an imperative for the majority of customers. 

• 87% of customers view climate change and reducing carbon emissions as important or very 
important. 

• 89% of customers support AGN’s proposed approach to preparing our networks for renewable 
gas. 

Based on this feedback, it is clear our gas distribution networks will have an important role to play 
in Victoria’s energy transition, and that customers still value gas services. We will therefore 
continue to pursue prudent and efficient ways to get our networks ready for renewable gas, and 
aim to do so without materially impacting customers’ bills. 

1.4. Program breakdown 

This section provides a breakdown of our proactive, staggered approach to network adaptation, 
which we believe is the most efficient transition path to renewable gas transportation.  

1.4.1. Hazardous area equipment  

Compared to natural gas, hydrogen and hydrogen blends require a larger minimum hazardous area 
size in open spaces. Hydrogen will require a change to the equipment group, due to the reduced 
ignition energy compared to natural gas. This solution involves replacing Cat. II A & B rated 
equipment with Cat. IIC, hydrogen ready equipment.  
 
MGN operates 241 network facilities with hazardous areas (such as pressure reduction sites) and 
314 metering facilities with hazardous areas (such as interval metering sites). All sites shall be 
incrementally upgraded for hydrogen compatibility during the next AA period. 
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1.4.6. Hazardous areas extents 

We must conduct a technical review of 125 Pressure Reduction Sites. This work will require a 
qualified engineer to review each site and provide recommendations to the business. This activity 
is prioritised for first two years of the next AA period, as the information will assist in developing 
forward looking upgrade or replacement asset management plans 

1.4.7. Document updates 

We must ensure documentation complies with the introduction and operation of a hydrogen blend.    
For MGN , the following types of documentation have been identified: 

• pipeline associated documentation, for example procedure 9066, pipeline defect assessment; 

• an updated SMS for each affected pipeline; 

• updates to the Geospatial Information System to indicate blended hydrogen areas. 

The project shall be completed within first three years of the period to allow safe operations from 
2025 onwards, when hydrogen will be actively used within the MGN network. 

1.4.8. Further assessment or investigation required 

Further assessments are required to ensure the safe and progressive introduction and operation of 
a hydrogen blend into gas networks. For MGN the following areas have been identified as requiring 
further assessment: 

• assess cast iron components currently in use >7kP for use with hydrogen; 

• perform risk assessments on possible loss of isolation for all components containing nickel 
alloys, any untested aluminium alloy or elastomers; 

• review capacity of 125 pressure regulating stations; and 

• investigate mechanical joint compatibility and performance in the MGN network (<1050kPa). 

This activity is phased to align with the ‘replace incompatible parts’ project to optimise the 
available workforce. The project increases over the period to balance the overall portfolio of works 
and to ensure that efficiencies and learnings are applied as the program progresses.  

1.5. Options analysis 

The following options have been identified to address the risk associated with the introduction of 
Hydrogen into the network without network adaptation being undertaken.  

• Option 1 – Staggered approach – Upgrade components in strategic locations of the MGN 
network ready for a 10% hydrogen blend by 2028, and continue ongoing research into the 
safe transition of increasing renewable gas volumes ($8.3 million) 

• Option 2 – Upgrade network by 2028 – Upgrade components all across the MGN network 
ready for a 10% hydrogen blend by 2028, and continue ongoing research into the safe 
transition of increasing renewable gas volumes ($8.9 million) 

• Option 3 – No network adaptation – Inject hydrogen into the network without network 
adaptation investment. Continue ongoing research into the safe transition to renewable 
gas ($0.6 million) 
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As with all capex programs, only capital actually incurred to adapt the network to renewable gas 
and hydrogen will be added to the regulated asset base (RAB) and recovered via regulated tariffs. 
We will endeavour to outperform the forecast where possible and ensure the incremental 
expenditure to get the network ready to deliver renewable gas reflects the lowest sustainable cost 
to consumers. 

More detailed cost estimates are provided in Appendix A and Appendix B. 

1.6.1. Consistency with the National Gas Rules  

In developing these forecasts, we have had regard to Rule 79, Rule 74 and Rule 91 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. 

NGR 79(1) 

The proposed solution is prudent, efficient, consistent with accepted good industry practice and 
will achieve the lowest sustainable cost of delivering pipeline services: 

• Prudent – The expenditure is necessary in order to ensure that the ongoing integrity of the 
network is maintained with the introduction of hydrogen and to reduce the risk of major gas 
escapes that could impact public safety and reliability of supply. 

Adapting our network in a way that mitigates foreseeable risks is consistent with our Safety Case 
and accepted industry practice. Hydrogen transportation is not new and the steps we are taking 
are known to address the risk associated with hydrogen in pipes. 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. 

• Efficient – The forecast expenditure is based on rates applied in similar projects and a detailed 
scope of work verified by an experienced third-party engineering consultant. Undertaking this 
project with a staged approach, focusing those parts of the network that will receive hydrogen 
first (rather than embarking on network-wide asset replacement), will help us inform the scope 
and cost of the forward works program as blends of hydrogen increase over time, while lessening 
revenue impact on customers in the next period.  

• Consistent with accepted and good industry practice – We are constantly reviewing the 
network risks in line with the Safety Case and are taking steps to mitigate likely issues that will 
result from the introduction of hydrogen. Renewable gas and associated technologies are being 
pursued by stakeholders, and are part of the decarbonisation agenda being developed by the 
Australian Commonwealth and State Governments. It is therefore good practice to ensure our 
network is ready to support this. 

• To achieve the lowest sustainable cost of delivering pipeline services – The proposed 
expenditure is necessary to facilitate the early stages of hydrogen introduction into the network. 
Failure to do so would result in additional expenditure being incurred to reactively augmenting 
the network over a short, unmanageable timeframe. The project is therefore consistent with the 
objective of achieving the lowest sustainable cost of delivering services. The project will also 
enable us to inform and manage the future requirements of increasing hydrogen blends more 
efficiently. Fully understanding the effect of hydrogen blends on our assets, and taking a 
proactive approach, will allow us to operate the assets for as long as is safe and practicable, 
achieving the lowest sustainable cost of providing pipeline services. 
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NGR 79(2)  

The proposed capex is justifiable under NGR 79(2)(c)(i) and 79(2)(c)(ii), as it is necessary to 
maintain the safety and integrity of services. Introduction of hydrogen into the distribution system 
without upgrading incompatible parts will likely resulting in asset failure, with the potential for 
significant safety and/or supply events. 

NGR 74 

The forecast costs have been arrived at on a reasonable basis by following realistic assumptions of 
costs, informed by independent engineering advice and experience in other jurisdictions. Rates are 
comparable with the market and the scope of the project is limited to only what is critical for the 
next access arrangement period, with a view to informing more accurate forecasts in future 
periods. We therefore consider the costs estimates represent the best forecast possible in the 
circumstances. 

NGR 91 

The proposed operating expenditure is required to undertake the necessary renewable gas 
research and studies to ensure the transition to renewable gas can occur in a safe and affordable 
manner. These are consistent with costs that would be incurred by a prudent service provider 
acting efficiently to achieve the lowest sustainable cost of service. 

 














