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Dear Matt,

Report on ATCO Gas — Mid-West and South-West Gas Distribution Systems IT
expenditure submission

We have been engaged by ATCO Gas Australia Pty Ltd (AGA) to provide analysis over the IT
expenditure forecasts to be submitted to the Economic Regulation Authority (ERA), Western
Australia, as part of its proposal for the Fifth Access Arrangement (AA5), for the Mid-West and
South-West gas distribution systems (MW&SW).

Our analysis has been performed in accordance with the Economic Consultancy Panel
Agreement between ATCO Gas and KPMG and outlined in the Scope section of this report.

This report has been prepared based on data and information provided by ATCO Gas between
23 March and 4 May 2018. ATCO Gas's results have been compared to industry benchmarks
based on publicly available data and from KPMG'’s utilities IT benchmarking surveys. We have

indicated in this report the sources of the information presented. This report is not to be used for

any other purpose or distributed to any other person, except as agreed by us in writing.

Thank you for the opportunity to provide ATCO Gas with these advisory services. We would like
to thank you and the relevant ATCO Gas personnel for the assistance provided in conducting
this engagement and we look forward to continuing to provide service to your organisation.

Yours sincerely,

Josephine Meneses
Partner

KPMG

Important Notice

This draft report has been prepared as outlined in the Scope Section. The services provided
in connection with this engagement comprise an advisory engagement, which is not subject
to assurance or other standards issued by the Australian Auditing and Assurance Standards
Board and, consequently no opinions or conclusions intended to convey assurance have
been expressed.

No warranty of completeness, accuracy or reliability is given in relation to the statements and
representations made by, and the information and documentation provided by you and the
survey participants consulted as part of the process.

KPMG have indicated within this report the sources of the information provided. We have
not sought to independently verify those sources unless otherwise noted within the report.

KPMG is under no obligation in any circumstance to update this report, in either oral or
written form, for events occurring after the report has been issued in final form.

The findings in this report have been formed on the above basis.

Third Party Reliance

This report has been prepared at your request in accordance with the terms of the Economic
Consultancy Panel Agreement between ATCO Gas and KPMG, Contract No. 460021001,
signed 21 September 2017.

Our consent to releasing this report, when finalised, to the ERA WA is conditional to the
terms below.

With respect to the release, and to the maximum extent permitted by law:

a) KPMG is not responsible to you or any other party for any loss you or any other party
may suffer in connection with the release of the report to, or use of the report by, the
ERA WA;

b) you agree to release and forever discharge KPMG, its affiliated entities, and their
partners, officers and employees from, and not assert against them, any action, liability,
claim, suit, demand, claims for costs or other expenses or any other proceedings arising
out of, or in connection with, the release of the report to the ERA WA; and

c) you willindemnify KPMG and its affiliated entities, and their partners, officers and
employees against any loss, action, liability, claim, suit, demand, claim for costs or
expenses or any other proceeding they may suffer arising out of, or in connection with,
the release of the report to the ERA WA.
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bossary

AA

AA3
AA4
AAS5

AGA
CA
Capex
CcY
Dep
DPI
EB
EDPR
ERA
Exc.
FTE

FY

Access Arrangement

Third Access Arrangement Period
From 1 Jan 2009 to 30 June 2014

Fourth Access Arrangement Period
From 1 Jul 2014 to 31 Dec 2019

Fifth Access Arrangement Period
From 1 Jan 2020 to 31 Dec 2024

ATCO Gas Australia

Category Analysis

Capital Expenditure

Calendar Year

Depreciation

Delivery Point ID

Economic Benchmarking
Electricity Distribution Price Reset
Economic Regulation Authority
Exclude

Full Time Equivalent

Financial Year

Information Technology

MW&SW
Nom
NGR
Opex

oT

Pop’n Size

PTRM
RFM
RIN
SCADA

Totex

WA
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Mid-West and South-West gas distribution systems
Nominal

National Gas Rules

Operating Expenditure

Operational Technology

Population Size — the number of organisations,
included within the benchmark calculation of that year

Post-tax Revenue Model

Roll Forward Model

Regulatory Information Notices
Supervisory Control and Data Acquisition

Total Expenditure, being:
Capital Expenditure plus Operating Expenditure

Western Australia






Executive summary

Background, Scope and approach

Background

ATCO Gas Australia Pty Ltd (AGA), as the owner and operator of the Mid-West and South-West Gas Distribution Systems (MW&SW), is preparing its Fifth Access Arrangement
(AA5) submission, due to be lodged with the Economic Regulation Authority (ERA), Western Australia (WA) in September 2018. The submission will include IT capital and
operating expenditure forecasts for the AA5 period (2020-2024) to support gas distribution systems services.

In its initial forecasts, ATCO Gas is proposing Information Technology (IT) Capital Expenditure (Capex) of $36.6 million (Real 2019%) and IT Operating Expenditure (Opex) of
$56.5 million (Real 20193$) for the AA5 period.

ATCO Gas has engaged KPMG to perform an independent benchmark analysis of its IT expenditure against other Australian utilities.

Scope and approach

This report provides a comparison of ATCO Gas'’s IT Capex and Opex benchmarks for the Mid-West and South-West gas distribution systems against other utilities, based on
publicly available utilities data and KPMG'’s Utilities IT Benchmarking surveys.

The IT and network business data provided by ATCO Gas have been included in Appendix A of this report.
KPMG calculated the following benchmarks for ATCO Gas, then compared the results to industry benchmarks.

l. Total Expenditure (Totex): Totex per customer;

Il.  Capital Expenditure (Capex): Capex per customer;

Ill.  Operating Expenditure (Opex): Opex per customer;

IV. IT Total Expenditure (IT Totex): IT Totex per customer;

V. IT Capital Expenditure (IT Capex): IT Capex per customer;
VI. IT Operating Expenditure (IT Opex): IT Opex per customer;
VII. Total Expenditure (Totex): IT Totex as a % of Totex;

VIIl. Capital Expenditure (Capex): IT Capex as a % of Capex; and
IX. Operating Expenditure (Opex): IT Opex as a % of Opex.

The comparison is based on nine benchmarks, over a period of 16 years (covering the three Access Arrangement periods, AA3, AA4 and AA5) and is dependent on ATCO Gas
and industry data availability. The list of benchmarked organisations and the scope of the data used in the calculations have been included in Appendix B of this report.

KPMG 6
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Executive summary

KEy 0servations

Key observations

Based on the IT cost benchmarking analysis for ATCO Gas MW&SW, we have the following observations:

ATCO Gas's IT Totex, Capex and Opex per customer benchmark results are consistently below the industry mean and in many cases benchmarked close to or at the
industry minimum. The results suggest ATCO Gas’s IT expenditure is efficient, when compared to the Australian utilities industry.

ATCO Gas reported low IT Capex for AA3, with benchmark results amongst the lowest in the industry.

During AA4, ATCO Gas commenced the renewal and enhancements of its core IT applications and systems, the initiatives include application renewal, enhancements to
existing core applications, transformation of and the investment in the SAP platform to align asset management practices and processes with ISO 55001. The benchmark
results over AA4 remain below the industry mean.

ATCO Gas is forecasting further IT expenditure increases in AA5. Despite this, the IT expenditure is expected to remain lower than benchmarked industry.

The planned AAS5 IT investments will enable ATCO Gas to advance towards becoming a Digital Utility by optimising technology and processes, whilst leveraging

technological capabilities to deliver sustained operational efficiency, customer services and a safe and reliable network service. The planned IT investments include:
» Continuation of the application renewal program;

Integration of IT and OT platforms for asset conditioning data;

Digital platforms and Omni channel approach for customer services;

Collaboration, work and resource management through secure channels; and

YV V V V

Programs to minimise risks from application outages and security threats.
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IT expenditure overview

1 Gapex and [T 0pex

IT Capex:
* Low IT Capex for AAS;

* Increase in AA4 with the
enhancement and renewal
of core IT applications and
systems;

Forecasting increases in

AAS5, with proposed IT

investment in the

following areas:

» Continuation of
applications renewal,;
IT and OT platforms
integration;
Digital platforms and
Omni channel
approach for customer
services;
Collaboration, work
and resource
management; and
Programs to minimise
risks from application
outages and security
threats.

IT Opex:

ATCO Gas is forecasting an
increase in IT Opex in AA5,
to reach approximately $11.3
million p.a. (Real 2019%).

KPMG

ATCO Gas has provided its financial data for MW&SW in line with its
Access Arrangement proposal planned for submission to the ERA. The
expenditure information shown on this summary is presented in Real
2019$ for all years from 2009 to 2024.

IT Capex

A summary of ATCO Gas’s IT Capex over the three AA periods is as
follows (all in Real 2019%):

* AAS3, $19.37million (Actual);
e AA4, $30.01 million (Actual/Forecast); and
* AAS5, $36.57 million (Forecast).

The low expenditure in AA3, is a result of reduction in approved
regulatory funding.

In the current AA4 period, IT investments included front and back office
IT systems for asset management, financial management, customer
relationship management and employee self-serve systems. These
investments have enabled ATCO Gas to commence the process of
bringing its IT capabilities back in line with the industry.

During the AA5 period, investments will continue for upgrading and
expanding existing IT systems with a more strategic requirement to
explore new opportunities for digital transformation of the business.

IT Opex

IT Opex increased at the end of AA3 due to increased demand on IT
services from growth in its resource base, end user computing and
automation of business processes.

ATCO Gas reported lower IT Opex in early AA4, then increased through
the period and is forecasting to further increase in AA5, to approximately
$11.3 million p.a. (Real 20193%).

IT Capex
$10
Period of investments N
on IT core applications
s _ 38 and systems. 7 N\ "
=Ry
Eo [} \
= $6 ] ~/
% o Forecast to continue
o g $4 IT Capex program in
(SR line with industry
= $2 initiatives.
$0

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

— AAL Actual  e— AA4 Actual & Forecast e es s AAS Forecast

IT Opex

IT Opex, $million
(Real 2019%)

14

$ IT Opex peak due to growth of resource base
$12 requiring end user computing| & the introduction
of new IT assets to automate| processes.

IT Opex at a stable

level - e e
-"

$10
$8
$6
$4
$2
$0

2009 2010 2011 2012 2013 2014 20152016 2017 2018 2019 2020 2021 2022 2023 2024

— AAZ Actual  ee— AA4 Actual & Forecast == es es AAS Forecast
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ATCO Gas data and benchmark results

AIGUGas benchmark data

ATCO Gas has provided the business and IT expenditure data within Appendix A for benchmarking analysis. The data covers three AA periods over 16 years, it includes:
business and IT, actual and forecast expenditure and customer data.

Access Arrangement Period Duration Accounting Year Expenditure data provided
Third Access Arrangement Period AA3 1 January 2009 to 5.5years | Financial Year Actuals in Nominal$

30 June 2014
Fourth Access Arrangement Period AA4 1 July 2014 to 5.5years | Calendar Year Actuals in Nominal$ and

31 December 2019 Forecasts in Real 2019%
Fifth Access Arrangement Period AA5 1 January 2020 to 5 years Calendar Year Forecasts in Real 2019%

31 December 2024

Conversion of financial data

For consistent comparison with the industry group data to perform benchmark analysis, KPMG applied the following to the ATCO Gas data:
= Converted the financial year based data to calendar year, by summing 50% each of the current and following financial years as a calendar year, and
= Converted financial data from Nominal$ to Real 2019% using the CPI adjustment factors provided by ATCO Gas.

Exclusion of Telemetry Capex

KPMG acknowledges the mixed approach taken by the utility organisations in the treatment of operational and information technology expenditures. Based on our
analysis of the benchmark group data, most utility organisations account for their telemetry Capex (and equivalent) within their distribution system Capex categories, hence
for the purpose of consistency, Telemetry Capex has been excluded from ATCO Gas’s IT Capex for this benchmark analysis.
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ATCO Gas data and benchmark results

ATCO Gas benchmark data and results

ATCO Gas Benchmark Data — data converted for benchmark analysis are summarised in the table below:

ATCO Gas Benchmark Data

Calendar Year 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Capital Expenditure ($000) Real 2019$

IT Capex $2,069 $4,012 $3,656 $4,146 $4,051 $6,356 $3,081 $8,824 $7,759 $3,182 $2,239 $7,505 $8,862 $6,534 $5,577 $8,095

Total Capex $52,380 $53,101 | $44,049 | $65,152 | $82,184 | $82,331 | $81,076 | $93,028 | $92,572 | $99,047 | $84,064 | $108,864 & $109,355 | $109,728 H $112,005 | $109,101
IT Opex $4,637 $6,712 $8,042 $8,920 $9,997 $9,387 $8,794 $8,527 $9,731 | $10,794 | $10,806 | $10,782 $10,951 $11,688 $11,482 $11,587
Total Opex $58,625 $72,028 | $64,780 | $66,488 | $71,198 | $71,648 | $62,131 | $61,346 | $60,776 @ $60,130 | $59,991 | $61,189 $62,649 $64,273 $65,368 $66,666

Customer Numbers

Customers 598,171 | 617,213 | 632,086 | 646,798 | 661,260 | 682,986 | 699,160 | 718,325 | 732,182 | 740,943 | 749,836 | 761,990 | 774,341 | 786,958 | 799,867 | 813,038

ATCO Gas benchmark results - key benchmark results are summarised in the table below.

Benchmarks (Real 2019%)

Calendar Year 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Totex per customer $186 $201 $170 $201 $229 $225 $205 $215 $209 $215 $192 $223 $222 $221 $222 $216
Capex per customer $88 $85 $69 $100 $123 $121 $116 $130 $126 $134 $112 $143 $141 $139 $140 $134
Opex per customer $98 $115 $101 $102 $106 $105 $89 $85 $83 $81 $80 $80 $81 $82 $82 $82
IT Totex per customer $11 $17 $18 $20 $21 $23 $17 $24 $24 $19 $17 $24 $26 $23 $21 $24
IT Capex per customer $3 $6 $6 $6 $6 $9 $4 $12 $11 $4 $3 $10 $11 $8 $7 $10
IT Opex per customer $8 $11 $13 $14 $15 $14 $13 $12 $13 $15 $14 $14 $14 $15 $14 $14
IT Totex as a % of Totex 6.04% 857% | 10.75% | 9.93% 9.16% | 10.22% | 8.29% | 11.24% | 11.41% | 8.78% 9.06% | 10.75% | 11.52% | 10.47% | 9.62% | 11.20%
IT Capex as a % of Capex 3.95% 7.55% 8.30% 6.36% 4.93% 7.72% 3.80% 9.49% 8.38% 3.21% 2.66% 6.89% 8.10% 5.95% 4.98% 7.42%
IT Opex as a % of Opex 7.91% 9.32% | 12.41% | 13.42% | 14.04% | 13.10% | 14.15% | 13.90% | 16.01% | 17.95% | 18.01% | 17.62% | 17.48% | 18.18% | 17.57% | 17.38%

repe 2
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Benchmarking analysis

EXpianation

The diagram below explains the key components of the benchmarking analysis presented in this section:

PR Total Expendiiure (Totex) per Customer

This benchmark compares $2.000 I =
the total expenditure in - ~
ing utility services to $1,800 t l\ 7 N
5 31600 ] v h
The industry cost to provide g
utility services, is trending £ $1.400 !
downwards. s _
E8 51200 |
ATCO Gas benchmark: gé 81,
- Consistently below or S 51000
close to industry gk
minimum; fin] $800
Forecast average annual £
Totex to increase from i 600
$207 (Real 20198) per
customer in AA4 to $221
(Real 2019%) in AAS; and . -
Despite the forecast

:,’Li’,ff;‘*;:‘nf;ﬁ’,fjﬁf 2006 | 2070 [ 2017 | 212 | 2013 | D] 2075 | 2016 | 207 | A% | 20198 | 220 [ B | 02
industry mean and e §186 | s201 | §770 [ 201 [ 228 ,}25& $205 [ 8215 | 8209 [ 4215 | §192 | 223 | 222 | 92
comparatively efficient. = Mean 9678 | §782 /3830 | $833 | S776-) $700 | 669 | S578 | §546 | $553 | 8532 | 942 | 8347 | 5242
518/ s168 | s161 | s2l6 | S167 | §179 | S201 | §1% | s215 | 5182 | $216 | s204 | S189

| §185 | §1445 | 51,386 | $1.976'| 51530 | $154% | 1,976 | 51,557 | §1,185 | $1,265 | 51,222 | $1.171 | §554 | 540
B | 5 | 5 | n | A | A | 6| 6 45 | 2| 2

> FognSze | 2

of properties supplied by ATCO Gag at the end of the year. Totex iz defined a= Tofa,
Opex data are available.

The mesn represents the wiki izati and iz only
The weighted average iz

m © 2018 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss entity. 14
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Benchmarking analysis

| T01eX per customer

This benchmark compares $2,000
the total expenditure in
providing utility services to $1,800
each customer.
_ . s $1,600
The industry cost to provide £
utility services, is trending 3 $1,400
downwards. 3 .
28 $1.200
ATCO Gas benchmark: o é '
e Consistently below % T $1,000
industry mean and is gL
either close to or at the o $800
industry minimum; ®
© $600

Forecast average annual
Totex to increase from $400

$207 (Real 2019$) per
customer in AA4 to $221

(Real 2019%) in AA5; and $200
Slisrggsgh:;gggjé . % 2007 [ 2008 | 2000 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 206 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024
likely to it sl s ATCO Gas $186 | $201 | $170 | S201 | $220 | $225 | $205 | S215 | S209 | $215 | $192 | $223 | $222 | s21 | $222 | $216
T ——— Mean $255 | $678 | S782 | 830 | $833 | $776 | $700 | $669 | $578 | $546 | $553 | $532 | S402 | S37 | $42
comparatively efficient. <« e Mnimum $184 | $186 | S187 | S169 | S161 | $216 | $167 | S179 | $201 | $156 | $215 | $192 | $216 | S204 | $199
——  Maximum $302 | $1.885 | $1645 | $1.886 | $1.076 | $1.830 | $1,640 | $1.016 | $1,557 | $1.185 | $1.268 | $1.222 | $1.171 | $554 | $540
PopnSize | 2 5 | 20 | 20 | 21 | a4 | 25 | 25 | 25 | 5 | 2| 2| 2| 18] 8 5 2 2

The benchmark is calculated as Totex divided by the number of customers supplied by ATCO Gas at the end of the year. Totex is defined as Total Capex + Total Opex (exc.
Dep), and is only calculated where both Total Capex and Total Opex data are available.

The mean represents the weighted average of the benchmarked organisations, and is only calculated when there is a population of four or more for the year.

The weighted average is calculated as the sum of Totex, divided by the sum of the number of customers supplied by the benchmarked organisations at the end of the year.

m © 2018 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. 15
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Benchmarking analysis

| Capex per customer

This benchmark compares $1,600
the total capital expenditure
in providing utility services to
each customer.

Capex per customer at the $1.200 I v \ /

industry level is trending
downwards.

$1.400

$1,000

$800 " \ / \
sa00 | \

$400 , \/\

Indicates an increase to $200 V
Capex, bringing the
average annual Capex per

ATCO Gas benchmark:

» Consistently at the
industry minimum or
slightly above the industry
minimum from 2009 to
2021, then increases to
slightly above the industry
mean in 2022;

Capital expenditure per customer
(Real 2013%)

customer to $140 (Real $0 5007 T 2008 | 2000 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2016 | 2010 | 2020 | 2021 | 2022 | 2023 | 2024
2019%); and e ATCO Gas $88 | $85 | $60 | $100 | $123 | $121 | $116 | $130 | $126 | $134 | $112 | $143 | $141 | $139 | $140 | $134
Despite the forecast — Mean $120 | $538 | $538 | $583 | $568 | $513 | $427 | $404 | $341 | $316 | $433 | $411 | $291 | $196 | $132
increase, ATCO Gas is e oo oo Minimum $90 | $88 | 385 $69 | $80 | $120 | $63 $73 | $97 | 550 | $134 | 5112 | $118 | $102 | S§97
likely to remain below the — Maximum $164 | $1.441] 51,196 [$1,322 | $1,338[$1,233 | 5992 | 51,242 | $898 | $736 | $1.053 | $1,006| $956 | $279 | §253
industry mean in Capex. PopnSize| 2 | 5 | 19 | 21 | 20 | 24 | 25 | 25 | 25 | 25 | 22 | 2 | 21 | 18 | 8 | 5 | 2 2

The benchmark is calculated as Total Capex divided by the number of customers supplied by ATCO Gas at the end of the year.
The mean represents the weighted average of the benchmarked organisations, and is only calculated when there is a population of four or more for the year.

The weighted average is calculated as the sum of Total Capex divided by the sum of number of customers supplied by the benchmarked organisations at the end of the year.

m © 2018 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. 16
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Benchmarking analysis

Il Opex per customer

This benchmark compares
the total operating
expenditure in providing
utility services to each
customer.

Opex per customer at the
industry level has remained
stable since 2014, with an
indication that it will reduce
from 2019 onward.

ATCO Gas benchmark:

» Consistently at the
industry minimum or close
to the industry minimum;

Decrease in Opex per
customer from AA3 to
AA4; and

Forecast to maintain
efficient annual Opex at an
average of $81 per
customer (Real 2019%) in
AAS.

KPMG
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$0 5007 T 2008 | 2000 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2001 | 2022 | 2023 | 2024
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The benchmark is calculated as Total Opex (exc. Dep) divided by the number of customers supplied by ATCO Gas at the end of the year.

The mean represents the weighted average of the benchmarked organisations, and is only calculated when there is a population of four or more for the year.

The weighted average is calculated as the sum of Total Opex (exc. Dep), divided by the sum of the number of customers supplied by the benchmarked organisations at the end

of year.
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Benchmarking analysis

V{1 Totex per customer

This benchmark compares
the total IT expenditure in $200 /
supporting the utility services
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increase, ATCO Gas is The benchmark is calculated as IT Totex divided by number of customers supplied by ATCO Gas at the end of the year. IT Totex is defined as IT Capex + IT Opex (exc.
likely to remain below Dep), and IT Totex is only calculated where both IT Capex and IT Opex data are available.
industry mean in IT Totex. The mean represents the weighted average of the benchmarked organisations, and is only calculated when there is a population of four or more for the year.
The weighted average is calculated as the sum of IT Totex divided by the sum of number of customers supplied by the benchmarked organisations at the end of year.
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Benchmarking analysis

V. 1T Gapex per customer

the IT capital expenditure in $160
supporting utility services to
each customer.

This benchmark compares }

$140 / \
$120 , \
$100 , \

x
$80 —_— ~/ N\ —
trending downwards from

-
~ /
2020 to below $20 per $60
customer (Real 2019$). \ /

ATCO Gas benchmark: $40

» Reflects IT Capex cycle, $20 \/\ M: \/

The results reflect the IT
investment cycle of both the
industry and ATCO Gas.

Industry IT Capex per
customer has ranged
between $19 to $30 (Real
2019%) from 2009 to 2019

IT capital expenditure per customer
{$Real 2013%)

with low results in AA3,

increased slightly in AA4

0 ALY NI T Y L N N ) sssssssane*?

and forecast to further § 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2047 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024
increase in AAS; e ATCO Gas $3 | s6 | s6 | s6 | s6 | so | s4 | s12 | st | s4 [ 3 | s10 | st | s8 | s7 | s1w0
Consistently at or close to = Mean §30 | 823 | $29 | §4 | $20 | $20 | §Z7 | $19 | $19 | $3 | 8§28 | $19 | $13 | §16

the industry minimum; oo e Mnimum 52 $3 51 50 52 51 51 §1 52 84 83 89 58 58
Comparably efficient to s Maximum $80 582 587 $83 575 $162 | $93 573 582 $83 572 562 518 576

industry in IT Capex; and Pop'n Size 2 3 16 18 20 23 24 23 23 23 20 20 20 17 7 5 2 2
Despite increase in The benchmark is calculated as IT Capex divided by number of customers supplied by the ATCO Gas at the end of the year.

forecast for _AA5’ The mean represents the weighted average of the benchmarked organisations, and is only calculated when there is a population of four or more for the year.

benchmark likely to

remain below industry The weighted average is calculated as the sum of IT Capex divided by the sum of number of customers supplied by the benchmarked organisations at the end of year.
mean.
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Benchmarking analysis

VI. 1T Upex per customer

This benchmark compares
the IT operating expenditure
in supporting utility services
to each customer.

Industry IT Opex per
customer has been stable
from 2011 to 2017, with a
trend to decrease from 2017.
Further decreases from 2021
remains to be confirmed with
a higher benchmark
population size.

ATCO Gas benchmark:

* IT Opex per customer is
consistently efficient and

below the industry mean;
and

Despite a forecast
increase in IT Opex in
AA5, IT Opex per
customer is predicted to
remain at low range in
comparison to industry.

KPMG

$140
5 $120
=
o
W
3
°  $100
[1}]
o Ry,
&
25 $80
T ™
| ep—
]
s¢
o $60
=
®
& s
=
$20
$0 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024
e ATCO Gas 38 511 313 514 315 514 313 $12 $13 $15 $14 $14 $14 $15 $14 $14
— \ean $29 $32 531 335 534 54 $37 $36 $37 $26 $25 $20 $9
s o0 eee Minimum $2 $1 $2 $2 $2 $2 $2 $2 $2 $2 $2 $2 $2
s AXiMUm $a7 $110 | $113 | $143 | $120 | $103 | S84 $79 $83 $68 $62 $57 $30
Pop'n Size 2 2 16 16 19 20 20 20 20 20 19 18 18 15 5 2 2 2

The benchmark is calculated as IT Opex (excl. Dep) divided by number of customers supplied by the ATCO Gas at the end of the year.

The mean represents the weighted average of the benchmarked organisations, and is only calculated when there is a population of four or more for the year.

The weighted average is calculated as the sum of IT Opex (excl. Dep) divided by the sum of number of customers supplied by the benchmarked organisations at the end of

year.
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Benchmarking analysis

VIl 1T Totexas a % of 101ex

This benchmark compares 45%
the level of IT investment and

indirectly compares the level 40% /
of reliance on IT services. \

an increasing share of total
costs are dedicated to IT. 30% /
This trend is consistent with

the increasing application of
technology in industry.

Industry benchmarks indicate 35% / \

25% / \ P, ~ /n

20% / /
remains to be confirmed with 15% \ r— = \
a higher benchmark

population size. 10% /
ATCO Gas benchmark:

The decreasing trend in the
industry mean from 2021

IT Totex as a % of Totex

O "Te e
* Generally stable and in % Jete, ..”.,.--"'H..........-""
line with industry trend; 0% oo’ *tecsecssccssssnnsenaert®®’t
Forecastincrease in 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024
allocation of expenditure e ATCO Gas 604% | 857% [10.75% | 993% | 9.16% |10.22% | 8.29% | 11.24%| 11.41% | 8.78% | 9.06% |10.75% | 11.52% |10.47%| 962% |11.20%
to ITis in line with — \ean 6.12% | 593% | 850% | 792% | 604% | 7.13% | 880% | 8.64% | 9.39% | 10.56% | 10.05% | 9.76% | 6.36%
industry trend; and s ees Mnimum 097% | 287% | 127% | 126% | 1.17% | 1.37% | 2.13% | 3.38% | 466% | 3.20% | 289% | 486% | 509%
Despite increases in the IT s Maximum A7.79% | 17.57% | 29.34% | 40.98% | 9.16% | 16.12% | 15.79% | 17.76% | 25.63% | 23.87% | 21.02% | 25.41% | 11.52%
Capex and Opex forecast, Pop'n size 2 2 15 15 19 20 20 20 19 18 18 17 17 14 4 2 2 2
ATCO Gas forecast
benchmark will likely The benchmark is calculated as IT Totex divided by Total Expenditure, the result is represented in percentage.
remain in line with Totex is defined as Total Capex + Total Opex (exc. Dep) and IT Totex is defined as IT Capex + IT Opex (exc. Dep). Totex is only calculated where both Total Capex and

. Total Opex data are available and IT Totex is only calculated where both IT Capex and IT Opex data are available.
industry mean.

The mean represents the weighted average of the benchmarked organisations, and is only calculated when there is a population of four or more for the year.

The weighted average is calculated as the sum of IT total expenditure divided by the sum of business total expenditures, the result is represented in percentage.
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Benchmarking analysis

VIl [T Capex as a’% of Uapex

This benchmark compares 65%
the level of IT Capex to Total
Capex. /\
0y
The benchmark represents oo /
the level of reliance on = \
technology as well as the § 45% /
utility organisations IT = \
investment cycles. = /
[u] 0y
ATCO Gas benchmark: b 3% \
e Generally in line with E / \ /
industry in AA3 and AA4 8 25% _— o~ A
and will slightly increase E / - -~ / ~ /
by 0.39% in AA5, which 15% -~
reflects the planned IT / hd
Capex in application
renewal, cyber security 504 L
and Information - ceeel e s e ettt
TeChnO'Ogy(lT)/ LAES EE N LA et ssasnastttissssassnnssnnesessnnsd
Operational Technology _504
(OT) convergence 2007 | 2008 | 2009 | 2010 | 2011 | 202 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024
platform, i.e. SCADA; and e ATCO Gas 395% | 7.55% | 8.30% | 6.36% | 493% | 7.72% | 3.80% | 949% | 8.38% | 3.21% | 2.66% | 689% | 8.10% | 5.95% | 4.98% | 742%
D . h d e [Vl2EN 338% | 444% | 479% | 8.37% | 7.09% | 561% | 530% | 7.72% | 651% | 6.87% | 7.08% | 6.73% | 6.48% | 648% | 1201%
inecsrzcl’gltseg foerFXXg?tsf? e + oo oo Mnimum 0.86% | 0.55% | 1.19% | 0.58% | 0.13% | 0.55% | 029% | 0.31% | 0.38% | 048% | 1.67% | 1.80% | 3.18% | 3.97% | 5.95%
share of capital — Maximum 9.99% | 21.11% | 22.53% | 47.75% | 62.65% | 38.55% | 22.29% | 23.84% | 21.05% | 18.14% | 23.57%| 18.61% | 15.17% | 13.78% | 30.11%
expenditure in IT is Pop'n size 3 4 16 18 20 23 24 23 23 23 20 20 20 17 7 5 2 2
predicted to remain in line
with industry. The benchmark is calculated as IT Capex divided by Total Capex, the result is presented in percentage.
The mean represents the weighted average of the benchmarked organisations, and is only calculated when there is a population of four or more for the year.
The weighted average is calculated as the sum of IT Capex divided by the sum of Total Capex, the result is presented in percentage.
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Benchmarking analysis

X 1T 0pexas a s of 0pex

This benchmark compares 35%
the percentage of Opex
allocated to IT.
30%
The industry result suggest
an increasing share of Opex
is dedicated to IT. x 2504
The trend also reflects the §
shift from traditional ac“:- 20%
investments from IT Capex to p
consumption of IT services o
through IT Opex. = 15%
0
ATCO Gas benchmark: ,9
e Above industry in AA3 and 10%
AA4; and
The proposed increase in 504
the share of Opex for IT is
consistent with the plan to
increasetheuseOfIT 0% P e A L L R R L ]
cervices in AAS. 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024
e ATCO Gas T91% | 932% | 12.41% [ 13.42% | 14.04% | 13.10% | 14.15% | 13.90% | 16.01% | 17.95% | 18.01% [ 17.62% | 17.48% | 18.18% | 17.57% | 17.38%
e [Vl2EN 8.88% | 9.96% | 10.26% | 10.65% | 10.04% | 9.84% | 10.55% | 10.84% | 11.42% | 21.53% | 20.79% | 17.71% | 571%
+ oo oo Mnimum 058% | 046% | 0.64% | 067% | 066% | 0.53% | 0.82% | 0.89% | 0.84% | 0.85% | 0.83% | 0.77% | 0.80%
s Maximum 18.23% | 19.46% | 19.42% [ 19.79% [ 17.57% | 17.71% | 22.20% | 23.23% | 21.95% | 31.48% | 28.79% | 26.77% | 17.48%
Pop'n Size 2 2 16 16 19 20 20 20 20 20 13 9 9 8 5 2 2 2

The benchmark is calculated as IT Opex (excl. Dep) divided by Total Opex. The result is represented in percentage.
The mean represents the weighted average of the benchmarked organisations, and is only calculated when there is a population of four or more for the year.

The weighted average is calculated as the sum of IT Opex (excl. Dep) divided by the sum of Total Opex.
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ATC0 Gas dhtz

ATCO Gas has provided the IT and gas distribution business data for expenditures, and customer numbers for the 16-year period, from 2009 to 2024. The data was provided on
20 April and covers the previous, current and future Access Arrangement Periods, i.e. AA3 to AA5.

AA3 period (historical actual) AAA4 period (historical actual)
NETENIT)| Jul-Dec
CY 2009 2010 FY 2011 FY 2012 FY 2013 FY 2014 2014 CY 2015 CY 2016 CY2017 CY 2018 CY 2019

Real Dec
$ Nominal Nominal Nominal Nominal Nominal Nominal Nominal Nominal Nominal Nominal Nominal 2019

Capital Expenditure ($000)
IT Capex $1,676 $1,521 $3,675 $2,592 $4,642 $2,616 $4,510 $2,868 $8,336 $7,470 $3,122 $2,239
Total Capex $42,434) $25,045 $38,809 $36,704 $76,971 $70,291 $40,224 $75,474 $87,878 $89,117| $97,181 $84,064
Operating Expenditure ($000)
IT Opex $3,756 $2,204 $6,829 $6,957 $8,606 $9,308 $3,940 $8,186 $8,055 $9,368 $10,591 $10,806
Total Opex $47,492] $33,380 $53,828 $57,225 $58,782 $68,794 $31,193 $57,838 $57,950, $58,508 $58,997 $59,991
Customer Numbers
Customers

AAS5 period (forecast)
CY 2020 CY 2021 CY 2022 CY 2023 CY 2024
Real Dec Real Dec Real Dec Real Dec Real Dec
$ 2019 2019 2019 2019 2019
Capital Expenditure ($000)
IT Capex $7,505 $8,862 $6,534 $5,577 $8,095

Total Capex $108,864 $109,355/ $109,728 $112,005 $109,101
Operating Expenditure ($000)

IT Opex $10,782 $10,951 $11,688 $11,482 $11,587

Total Opex $61,189] $62,649 $64,273 $65,368 $66,666
Customer Numbers
Customers 761,990 774,341 786,958 799,867 813,038
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Appendix B

Jllties benchmarking data

KPMG has compared ATCO
Gas’s MW&SW expenditure
data to a set of industry
group benchmarks.

The group consists of the 25
Australian gas, electricity and
water distribution utilities as
indicated in the table on the
right.

ATCO Gas's results between
the years 2009 to 2024, are
compared to the benchmark
means of the group, where
available. The means are
calculated as the weighted
average for each year where
there is data available from
four or more utilities.

The data, ranging between 5
to 19 years, has been sourced
from publicly available
company or regulatory data
sources and KPMG utilities
benchmarking surveys.

Distribution business

Gas Distribution
ATCO Gas MW&SW

Western Australia

Sources of data

Provided by ATCO Gas

2009 to 2024

General data
period

Electricity Distribution

Energex Queensland
Ergon Energy Queensland
ActewAGL ACT

Ausgrid New South Wales

Endeavour Energy

New South Wales

Essential Energy

New South Wales

SA Power Networks

South Australia

TasNetworks (Distribution)

Tasmania

Western Power

Western Australia

Water Distribution

CitiPower Victoria
Powercor Victoria
Ausnet Services Victoria
Jemena Victoria
United Energy Victoria

AER RINs:

e Categories Analysis RINSs;

e Economic Benchmarking RINs;
* Reset RINSs;

KPMG Benchmarking data:
e 2016 Utilities Benchmarking Survey;
e IT expenditure for EDPR determinations

In general:
2007 to 2020

ActewAGL:
2007 to 2024

Australian Gas Networks Victoria Provided by AGN Victoria & Albury 2008 to 2022 iﬂg’:‘dtir
Multinet Gas Victoria Access Arrangement — PTRM, Capex Model, KPMG Benchmarking 2008 to 2022 31 Dec

Ausnet Services Victoria Access Arrangement — PTRM, KPMG Benchmarking 2013 to 2018

Australian Gas Networks South Australia Provided by AGN SA 2007 to 2021

Jemena New South Wales Access Arrangement — PTRM, RFM, KPMG Benchmarking 2016 to 2020 Financial
ActewAGL ACT Access Arrangement — PTRM 2007 to 2020 1 July to
Australian Gas Networks Queensland Access Arrangement Final Decision 2012 to 2016 30 June
Allgas Queensland Access Arrangement — RFM 2012 to 2016

Financial
1 July to
30 June

Calendar
1Janto
31 Dec

SA Water South Australia KPMG Benchmarking data 2013 to 2020 Financial

S . 1 July to

Melbourne Water Victoria KPMG Benchmarking data 2012 to 2021 30 June
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Appendix C

Jata derinitions

Expenditure Data ($000)

Capital Expenditure (Capex)

Total Capital The total capital expenditure for the Mid-West and South-West gas distribution systems, including distribution systems and non-distribution
Expenditure systems capital expenditures. The expenditure categories include connections, market expansions, mains augmentation, mains replacement,
systems capacity enhancements, upgrades, telemetry, new meters installation, meter replacement, pressure regulators, control systems, IT,
telemetry, communication systems, properties, sites and equipment.

IT Capital Expenditure | Capital expenditure and forecasts for IT and communications directly attributable to IT and communications assets, including capital
expenditure relating to client devices, recurrent and non-recurrent categories.

Consistent with industry expenditure categories, IT capital expenditure does not include capital expenditure relating to telemetry, SCADA and
operational technologies.

Operating Expenditure (Opex (exc. Depreciation))

Total Operating The total operating expenditure for the Mid-West and South-West gas distribution systems and non-distribution systems operating
Expenditure expenditures, The expenditure categories include all maintenance and operational management and activities for the gas distribution systems,
including control and monitoring, gas users, meters, IT, telemetry, communication systems, properties, sites and equipment.

IT Operating Operating expenditure and forecasts for IT and communications directly attributable to IT and communications assets, including operating
Expenditure expenditure relating to client devices, recurrent and non-recurrent categories.

Does not include operating expenditure relating to telemetry, SCADA and operational technologies, consistent with industry expenditure
categories.

Total Expenditure (Totex)

Total Expenditure Sum of capital expenditure and operating expenditure (exclude depreciation), total expenditure is only calculated when both total capital
expenditure and total operating expenditure data are available.

IT Total Expenditure Sum of IT capital expenditure and IT operating expenditure (exclude depreciation), IT total expenditure is only calculated when both IT capital
expenditure and IT operating expenditure data are available.

Volume / Drivers

Number of customers | Number of customers (No. of DPI) supplied by the Mid-West and South-West gas distribution systems, at the end of the year.

KPMG
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