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1. DOCUMENT OUTLINE

This document is the Variance Analysis that explains the variances between the AA5 Final Decision
and actuals.

ATCO has prepared this variance analysis for the regulatory year 2023. It explains the variances in
demand, operating expenditure and capital expenditure in accordance with the variance
requirements specified in the Microsoft Excel workbook.

ATCO has structured the Variance Analysis as follows:

° Section 2 — Demand. In particular the variances identified in tab “4a-Demand” in the
Microsoft Excel workbook

o Section 3- Opex. In particular the variances identified in tab “5-Opex” in the Microsoft
Excel workbook

o Section 4- Capex. In particular the variances identified in tab “6b-Capex” in the Microsoft
Excel workbook

Regarding the data presented in this document:

o All dollar values are expressed in nominal dollars unless otherwise stated.
o Dollar amounts are presented as millions of dollars rounded to 1 decimal place.
° Some tables may not add up due to rounding.
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2.1

2.2

2.2.1

2.3

DEMAND

In this section ATCO has provided reasons for the variance between the AA5 final decision and
actual where the variance is greater than the following specified amounts:

° For haulage reference services: +/- 5%
o For ancillary reference services: +/- 25% and more than 1000 units of activity (in absolute
value)

Haulage reference services demand overview

The Demand section of the RIN provides information on pipeline services; haulage services and
ancillary services.
The demand information is provided in the following sheets of the RIN excel template:

o 4a Demand — Provides information on average customer numbers, usage (volumes) by tariff
class and ancillary services volumes.

o 4b Demand — Provides annual information on minimum, maximum and average haulage
volumes (TJ per day).

o 4c Demand — Provides annual information on average customer numbers and usage split by
tariff by band.

Variance explanations are required for section 4a Demand and are outlined below.
Haulage reference services customer numbers

ATCO has provided reasons for the variance in customer numbers only for the services where the
applicable variance threshold has been reached.

A1 tariff class

Actual Al customer numbers for 2023 are 4 customers or 5.4% lower than the AAS final decision
of 74.

Table 2.0: Al tariff class customer variance 2023

Al TARIFF CLASS AAD5 Final Decision Actual Variance Variance %

Customers 74 70 -4 -5.4%

Customer numbers are lower than forecast due to 2 forecast connections delayed approximately
by 1 year. There was also deregistration of 2 industrial customers as they moved away from
natural gas.

Haulage reference services usage

ATCO has provided reasons for the variance for haulage reference service usage only for the
services where the applicable variance threshold has been reached.
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2.3.1 A2 tariff class
In 2023, usage for the A2 tariff class was 6% higher than the AAS final decision predominantly
driven by higher consumption from 3 existing A2 customers contributing to 78 T) above the AA5

final decision.

Table 2-1: A2 tariff class consumption variance 2023

A2 TARIFF CLASS AAS5 Final Decision Actual Variance Variance %

Usage (TJ) 1,767 1,879 112 6%

2.3.2 B2 tariff class

In 2023, usage for the B2 tariff class was 7% lower than the AAS final decision due to a
combination of lower actual customers and lower average consumption compared to the final
decision, which is a continuation of the trend seen from prior years of reducing customer
numbers and reducing average usage in the B2 tariff class.

Table 2-2: B2 tariff class consumption variance 2023

B2 TARIFF CLASS AAS5 Final Decision Actual Variance (TJ) | Variance %

Customers 13,096 12,632 -464 -4%

Average Consumption (GJ) 108.30 104.34 -4 -4%

Usage (TJ) 1,418 1,318 -100 -7%
24 Ancillary reference services

In the section below ATCO provides reasons for the variance for ancillary reference service usage
only for the services where the applicable threshold has been reached.

2.4.1 Meter locks and disconnections

The following table compares the AA5 Final Decision with the actual 2023 demand for meter lock
and disconnection ancillary services showing the decrease in activity relative to the AA5 final
decision. Given retailers were not disconnecting during COVID-19, the actual reconnection levels
have consequently been significantly low post COVID-19. However, credit control activities
increased from 2022 levels as retailers recommenced activity in this area®.

Table 2-3: 2023 demand for ancillary services (Number of units of activity)

ANCILLARY SERVICE Actual 2022 | AAS Final Decision | Actual 2023 | Variance Var:;'"ce
(]
i L

Removing a Meter Lock 720 8,426 6,159 2,267 27%
(RML)
Disconnecting a Delivery 219 3803 1630 2173 57%
Point (MRM) ’ ’ ’ ?
Reconnecting a Delivery

1,1 -1 -619
Point (MTN) 357 3,054 ,186 ,868 61%

1 http://www.erawa.com.au/cproot/23827/2/Final-for-publication-Retailers-Annual-data-report-202223.pdf
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While the number of gas customer disconnections from businesses and residential customers rose
in 2022/23, it still falls short of levels observed prior to the pandemic. A portion of the increase in
disconnections, according to some retailers, can be attributed, in part, to the resumption of
routine operations subsequent to the self-imposed cessation of disconnections that occurred
throughout the pandemic and into 2021/222.

2.4.2 Special meter reads

Special meter reads are lower than the final decision forecast as shown in Table 2-4. This is driven
by a combination of factors; the market has matured and there is less churning of customers
among retailers due to retailers generally not promoting discounts and incentives. Additionally,
the continuation of work from home arrangements means more customers are at home and
therefore providing access for normal schedule readings. The low disconnections is also a
contributing factor as customers are not churning on special reads.

Table 2-4: Special meter reads (number of reads)

Actual AADS Final Decision Actual 2023 | Variance | Variance

2022

Special Meter Reading

- - 0,
(SMR) 108,797 130,374 97,453 32,921 25%

2 http://www.erawa.com.au/cproot/23827/2/Final-for-publication-Retailers-Annual-data-report-202223.pdf
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3. OPERATING EXPENDITURE

In this section ATCO has provided reasons for the variance between the final decision forecast and
actual where the variance is greater than +/- 10% and more than $0.5 million (in absolute value).

The section provides the reasons for the variance by expenditure category only where the above
variance criteria is met.

3.1 Corporate

Corporate opex includes the costs that are associated with enterprise-wide support functions. The
support functions are provided locally where the expertise and capacity exist or through our
corporate support services. This includes human resources, finance, legal and regulatory,
executive, administration and governance, risk and compliance, insurance, corporate affairs,
marketing, business improvement and communication.

3.11 2023

ATCO’s corporate operating expenditure (opex) for the year ending 31 December 2023 was $4.0
million higher than the AAS5 Final Decision. The key drivers of the higher spend are shown in Table
3-1 below.

Table 3-1: 2023 Corporate opex (S M nominal)

Corporate OPEX 2023 | AAS Final Decision Actual Variance Variance %
Corporate Support 5.9 11.8 6.0 102%
Legal 1.5 0.7 -0.8 -52%
Finance 3.1 2.5 -0.7 -21%
Regulatory 5.6 4.5 -1.1 -20%
Other 33 3.9 0.6 18%
Total Corporate Opex 19.4 23.4 4.0 21%

The explanation for the variance for each of the categories of corporate opex are:

o Corporate Support: These costs include recharges from the Australian and Canadian head
offices which provide finance, treasury, IT and HR support to ATCO. ATCO’s actual
Corporate Support Costs were $6.0 million higher than the AA5 Final Decision due to:

o Governance and Support — As noted in the 2020 variance analysis, there is an
increase in the support costs of approximately $2.1 million following a correction
made to the ATCO group allocation methodology under the Massachusetts formula.

- Between 2011 and 2019 corporate support costs had been allocated based on
net labour costs (following capitalisation to projects), whereas they should
have been allocated based on gross labour costs, this error resulted in ATCO
Gas Australia receiving a lower allocation of corporate costs than it should
have.

- Therefore, consumers have benefited from this under allocation of corporate
support costs to ATCO Gas Australia as this error resulted in lower Opex and
therefore lower tariff charges across AA4 and AAS.
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3.2

3.21

3.3

IT

A further increase of $1.9 million is attributed to general cost increases associated
with a return to pre-pandemic work conditions including costs associated with staff
turnover and business travel.

o Short term incentive plan (STIP) payments were $2.0 million higher than the AA5
Final Decision. STIP payments have been relatively stable over the past 3 years, 2021
— 2023 and are part of our strategy to retain staff and reduce turnover. This is
reflective of structural changes in the tight labour market in WA driven by low levels
of unemployment and positive economic conditions driving growth in the resources
industry leading to a high level of competition for skilled labour.

Legal: Costs were $0.8 million lower compared to the AA5 Final Decision forecast due to
decrease in requirement for legal advice, which can vary significantly from year to year.

Finance: Costs were $0.7 million lower compared to the AA5 Final Decision forecast which
was driven by delayed filling of vacancies due to the tight labour market.

Regulatory: Costs were $1.1 million lower than the AA5 Final Decision predominantly
driven by lower AA6 preparation cost because of resource availability issues. For example,
we had reduced access to program management resources than planned which impacted
on the coordination of the AA6 Program.

Other: Costs were $0.6 million higher than the AAS5 Final Decision mainly due to the
continuation of business improvement team that was developed in 2022. Details of that
were provided in 2022 RIN.

Information technology expenditure involves IT systems at an operational and corporate level
that enable ATCO to provide services to customers and more strategic initiatives such as the
digital transformation of ATCO’s business.

2023

ATCO’s IT expenditure for the year ending 31 December 2023 was $2.8 million lower than the AA5
Final Decision forecast as shown in Table 3-2.

Table 3-2: IT opex 2023 (SM nominal)

AAD5 Final Decision Actual Variance | Variance %

IT Opex 8.5 5.6 -2.8 -33%

The AAS Final decision reflects ATCO’s 2018 base year IT costs. Coinciding with a change in IT
service provider in 2022 ATCO was able to adopt a method of allocating IT costs directly
associated with users and their activities to those activities and relevant user cost centres. As a
result, the 2023 IT expenses recorded in the IT cost centre are reduced while costs for cost
centres using IT services are increased to reflect their use of IT services. An amount of $3.0
million was allocated out under this new IT cost reporting method. Had this new method not been
adopted then the variance to AAS final decision forecast of the actual IT costs for 2023 would
have been $0.1 million or 1.2% above the AAS5 forecast.

Ancillary services

Ancillary services opex is the operating costs associated with providing the ancillary reference
services.
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3.3.1

34

34.1

2023

Overall ancillary services costs were $2.0 million below the AA5 final decision forecast in 2023
with the main contributor being a $1.1 million underspend in special meter read costs as shown in
Table 3-3.

Table 3-3: 2023 Ancillary services costs ($ million nominal)

AAS Final Actual ‘ Variance Variance %

Decision
Applying a Meter Lock 0.6 0.4 -0.2 -27%
Removing a Meter Lock 0.3 0.1 -0.1 -46%
Deregistering a Deliver Point 0.3 0.3 -0.1 -21%
Disconnecting a Delivery Point 0.4 0.2 -0.3 -63%
Reconnecting a Delivery Point 0.5 0.2 -0.2 -50%
Special meter reads 19 0.8 -1.1 -58%
TOTAL 4.0 2.0 -2.0 -51%

The variance is primarily due to a reduction in the demand for ancillary services compared to the
final decision. The slowdown in special meter reads reflects a maturing of the market as new
retailers have obtained market share reducing churns.

Credit control activities increased from 2022 levels as retailers recommenced credit control
activity yet remain below the AAS5 forecast level as discussed in section 2.4

UAFG

Unaccounted for gas (UAFG) is the difference between the measurement of the quantity of gas
delivered into the gas distribution system in a period and the measurement of the quantity of gas
delivered from the gas distribution system during that period. ATCO incurs costs to purchase gas
to replace UAFG.

2023

AAS5 Forecast UAFG expenditure was $5.3 million for the year ended 31 December 2023. The
actual expenditure for the year was $3.0 million, a variance of $2.3 million. The sources of the
variance are listed in Table 3-4.

Table 3-4: UAFG 2023

‘ AAS Final 2023 Actual ‘ Variance ‘ Variance %
Decision

Gate station throughput (TJ) 27,077 28,435 1,358 5.0%

UAFG % 2.39% 1.58% -0.81% -34%

UAFG (TJ) 647 450 -197 -30%

UAFG Smillion nominal 5.3 3.0 2.3 -43%

The actual unaccounted for gas loss in 2023 has remained below the AAS forecast due to

cumulative factors of environmental conditions, leak repairs, mains replacement initiatives, and
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enhancements in gas metering and measurement technology. It is noteworthy that Perth Metro
area recorded the warmest year in 2023 since 2019 according to BOM. Warmer weather tends to
lower the UAFG percentage as proportionately less volume is delivered via domestic meters.
Domestic meters tend to have a higher UAFG% as less gas is delivered per meter. Individual
meters create the potential for UAFG due to measurement error or leaks. ATCO is continually
reviewing the gas measurement process to remove the environmental effects on gas
measurement.

3.5 New Opex Cost Category

The RIN allows for new or amended opex cost categories. ATCO have included a new category for
a once-off item.
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4, CAPITAL EXPENDITURE

In this section ATCO has provided reasons for the variance between the approved forecast (AA5
FD) and actual where the variance is greater than +/- 10% and more than $1 million (in absolute
value).

The section provides the reasons for the variance by expenditure category only where the above
variance criteria is met.

4.1 Network Sustaining

The variance in the Network Sustaining portfolio is given in the table below.

Table 4-1: 2023 Network Sustaining Expenditure (SM nominal)

AAGS Final Decision | Actual | Variance ‘ Variance %
Asset Replacement 42.1 36.4 -5.7 -14%
Asset Performance and safety 3.8 3.0 -0.9 -22%
Total Network Sustaining 46.0 39.4 -6.6 -14%

4.1.1 Network Sustaining - Asset Replacement

The variance in asset replacement capex is categorised into 3 areas as shown in Table 4-2.

Table 4-2: 2023 Asset Replacement Expenditure (SM nominal)

| AA5 FD | Actual | Variance Variance %
EOL Mains Replacement 29.9 26.6 -3.3 -11%
EOL Meter Replacement 6.3 4.3 -2.1 -33%
Other Replacement
Programs >-9 >-6 -0.3 -5%
Total Asset Replacement 42.1 36.4 -5.7 -14%

4.1.1.1 EOL Replacement Mains Replacement

The variance in replacement mains expenditure is split between end of life (EOL) PVC mains
replacement and EOL metallic mains replacement as shown in Table 4-3.

Table 4-3: 2023 EOL Mains Replacement (SM nominal)

’ ‘ AAS5 FD | Actual ‘ Variance | Variance %
EOL PVC Mains Expenditure 29.9 25.6 -4.4 -14%
Replacement
P Scope: Mains Replaced (km) 61 47 -14 -23%
Unit rate (S/metre) 492 548 56 12%
EOL Metallic Expenditure 0.0 1.0 1.0 N/A
Mai
ains Scope: no. of rail crossing 0 3 3 N/A
Replacement
replacements (no.)
Total Mains Expenditure 29.9 26.6 -3.3 -11%
Replacement

ATTACHMENT 3 - VARIANCE ANALYSIS

o



The largest variance in the Network Sustaining, Asset Replacement programs is the EOL PVC
Mains Replacement program. This is due to less kilometres of mains replaced compared to the
AAS FD. A higher portion of the annual program was in areas with more difficult ground
conditions (hard rock) and more complex site conditions (narrow roads, higher local traffic and
commercial stakeholders, hardstand road reserves). These conditions result in reduced
productivity as well as increased installation costs. This is reflected in the increased unit rate
shown in Table 4-3.

The variance in the PVC Mains Replacement program is partially offset by the expenditure on the
Unprotected Metallic Mains Replacement program. This program was initially planned for
completion early in AA5; however the initial forecast did not take into account that the program
consisted of a high number of complex installations (rail crossings). Rail crossing installations have
long planning and third party approval timeframes. Due to these long planning timeframes and
resource requirements, staging the program through the AAS period, allows for a more balanced
approach in both delivery and program expenditure. Staging the program has resulted in some
work being deferred to later years of AA5 including 2023.

4.1.1.2 EOL Replacement - Meter Replacement

EOL meter replacement expenditure is summarised in Table 4-4.

Table 4-4: 2023 EOL Meter Replacement Program Expenditure (SM million nominal)

AAS5 FD Actual VELEL I Variance %
EOL Replacement —Meter (Domestic) 6.2 4.2 -2.0 -33%
EOL Replacement - Billing Commercial Meters 0.2 0.1 0.0 -28%
Total Meter Replacement 6.3 4.3 -2.1 -33%

The reduced expenditure in the EOL Replacement - Meter (Domestic) program is predominantly
attributed to lower than forecast volume of domestic meters requiring replacement. Table 4-5
shows the AAS final decision forecast and actual end of life domestic meters replaced.

Table 4-5: 2023 Domestic Meter Replacement Scope (number of meters)

Actual Variance Variance %

Scope 20,400 18,539 -1,861 -9%

4.1.1.3 Other Replacement Programs

The variances in the other Replacement programs are shown in Table 4-6. Of these programs, the
largest variance is in the Service Relays & Partial Service Relays program. This program replaces
ageing and leaking risers and PVC services identified through maintenance activities or from
public notification (‘smell of gas’ calls). The volume of these activities estimated in the AA5 FD is
significantly lower than the actual volume identified (1968 actual against a forecast of 458 asset
replacements). While the volume has increased, these works were undertaken at a lower average
unit cost than what was included in the AA5 submission.

The variances of the other Replacement programs are relatively minor and are due to normal
business delivery fluctuations.
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Table 4-6: Other Asset Replacement Projects Expenditure (SM nominal)

Project / Program ‘ AAS5 FD ‘ Actual ‘ Variance ‘ Variance %
Service Relays & Partial Service Relays 3.1 2.3 -0.8 -26%
Upgrade Meter - Domestic 0.0 0.4 0.4 N/A
EOL Replacement — Telemetry 0.8 0.6 -0.2 -31%
CBD Services Risk Reduction 0.0 0.2 0.2 N/A
EOL Replacement — MPR 0.1 0.3 0.2 155%
Reconnection after Disconnection (SNB) 0.0 0.2 0.2 N/A
EOL Replacement - Mechanical Fittings 11 0.9 -0.2 -17%
Finance movements 0.0 -0.2 -0.2 N/A
EOL Replacement — Anodes 0.1 0.2 0.1 239%
EOL Replacement - Meter Facilities 0.2 0.1 -0.1 -71%
EOL Replacement - Facility Equipment 0.1 0.2 0.1 128%
Small Asset Replacement (SARA) SPY Transfers 0.0 0.1 0.1 N/A
EOL Replacement - Warning Signs 0.1 0.0 -0.1 -70%
EOL Replacement - Regulator Set Lids 0.2 0.3 0.0 18%
EOL Replacement - Isolation Valves 0.2 0.1 0.0 -14%
EOL Replacement - Pressure Vessels 0.00 0.01 0.0 N/A

TOTAL 5.9 5.6 -0.3 -5%

4.1.2 Network Sustaining, Asset Performance & Safety

The Asset Performance & Safety programs are shown in Error! Reference source not found..
Table 4-7: Other Asset Replacement Projects Expenditure (SM nominal)

AA5 Actual | Varia | Varia

Project / Program

FD nce | nce %
Facility Upgrade — Inline Inspection (Pigging) Infrastructure 24 0.5 -1.9| -78%
Automated Network Pressure Control 0.8 0.0 -0.8 | -100%
OPSO (Over-pressure Shut-off) safety devices 0.0 0.6 0.6 N/A
Facility Upgrade - Step Touch Mitigation 0.2 0.7 0.5| 202%
Asset Performance - Meters Compliance 0.1 0.4 0.3 | 251%
Facility Upgrade — Pressure and Temperature Monitoring 0.0 0.3 0.3 N/A
EOL Replacement — Fencing 0.0 0.2 0.2 N/A
HP PL 28 AC mitigation 0.0 -0.2 -0.2 N/A
Facility Upgrade - Insulation Joints & Surge Protectors 0.0 0.1 0.1| 169%
Facility Upgrade - HPR Vehicle Protection 0.1 0.1 0.0 50%
Facility Upgrade - CP Test Points 0.0 0.0 0.0 N/A
Facility Upgrade - Security (Palisade Fencing & Lighting) and Vehicle 0.0 0.0 0.0 N/A
Impact
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4.2

4.2.1

Project / Program

‘ AA5 Actual | Varia | Varia

FD nce [ nce %
Asset Performance - New PMD installation 0.1 0.1 0.0| -16%
Facility Upgrade - Resistance Probes 0.0 0.0 0.0 58%
TOTAL 3.8 3.0 -09 | -22%

From these programs the largest variance is the Facility Upgrade — Inline Inspection (Pigging)
Infrastructure program. The reduced expenditure in this program is due to the deferment of the
installation infrastructure on 3 pipelines in the Bunbury region to coordinate ATCO works with
major third-party infrastructure works, which will potentially affect the pipelines in the region.

Automated Network Pressure Control was a continuous improvement project included in the
AAGS final decision. This project was deferred indefinitely as the benefit of this could not be
realised.

The OPSO (Over-pressure Shut-off) safety devices program prevents risk of over pressurisation of
networks downstream of regulating facilities by installation of safety devices on facilities. There is
an expenditure variance as this program need was not identified at the time of the AA5 FD.

The Facility Upgrade - Step Touch Mitigation program addresses identification and mitigation of
earth potential risk hazards on high-risk network sites. The complexity of this program has proved

to be greater than what was expected at the time of the AA5 submission, resulting in an
expenditure variance.

The variances of the other projects are relatively minor and are due to normal business delivery
fluctuations.

Network growth
In 2023, the actual expenditure was $4.8 million lower than forecast in the AA5 final decision.

Table 4-8 shows the categories of variances in growth expenditure.

Table 4-8: 2023 Network Growth Expenditure (SM nominal)

Project / Program Actual ‘ Variance ‘ Variance %
Customer Contributions -1.7 -5.6 -3.9 220%
Greenfield and Brownfield connections 32.6 31.1 -1.5 -5%
Network Extension and new C&l connections 4.9 5.7 0.7 15%
Meter Upgrades 0.4 0.8 0.5 125%
Reinforcement project 0.4 0.0 -0.4 -100%
Reconnection after Disconnection 0.3 0.0 -0.3 -100%

TOTAL 36.8 32.0 -4.8 -13%

Customer Contributions

The variance in customer capital contributions is predominately due to one capital contribution
for a large commercial customer connection being received in 2023 ($3.5M).
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4.2.2

4.2.3

4.2.4

4.2.5

4.2.6

4.3

Greenfield and Brownfield Connections

Greenfield (GF) and Brownfield (BF) connections consist of both new B2 and B3 new connections

and network expansion by mains installations into Greenfield areas.

The variance in Greenfield and Brownfield expenditure was reduced due to lower network

expansion, as shown in Table 4-9. This is due to decline in land releases as well as smaller lot sizes

(more connections/metre of main). However, this reduced cost was offset by higher unit rates.

Table 4-9: 2023 Network Greenfield and Brownfield Works (SM nominal)

AAS FD Actual | Variance | Variance %

GF&BF Connections Expenditure 18.9 19.5 0.6 3%
Scope (no. of connections) 14,575 14,488 -87.4 -1%

GF&BF Network Expansion Expenditure 13.7 115 -2.1 -15%
Scope (metres) 173,952 127,116 -46,836 -27%

TOTAL GF&BF WORKS Expenditure (SM) 32.6 31.1 -1.5 -5%

Network Extension and new C&I connections

The variance is due to higher demand than forecast for Commercial & Industrial (C&I) Connections

and the associated network extensions.

Meter Upgrades

The variance is due to a higher demand than forecast for meter upgrade activities, namely for

upgrades of domestic AL8 meters to AL12 meters.

Reinforcement Project

A network reinforcement project was included in the AAS final decision. This was deferred as in

the annual hydraulic network modelling undertaken the need for this reinforcement had not yet

materialised.

Reconnection after Disconnection

After the AAS final decision Reconnection after Disconnection activities were reclassified from
Growth Capex to Sustaining (Asset Replacement) Capex as they do not increase gas haulage.

Structures & Equipment

The expenditure in this capex category was $1.9millon under the AAS5 final decision forecast. The

variances in the programs in this category are shown in Table 4-10.

The under expenditure in Fleet is the main contributor to the variance in this category. Lower

Fleet capex is primarily due to no replacement trucks purchased due to a lack of an available truck
body fabricator with capacity in Western Australia. ATCO has completed market testing (tender)

and appointed a new truck body builder and will recommence truck replacements in 2024.
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Table 4-10: 2023 Structures & Equipment Expenditure (SM nominal)

Project / Program AAS FD Actual Variance Variancoe
%

Fleet 35 1.5 -2.0 -57%
Plant and equipment (P&E) 1.1 0.6 -0.5 -43%
Depots - Minor Capital Works 0.1 0.4 0.3 259%
Depots - Jandakot Re-Development Phase 3 0.0 0.1 0.1 N/A
New Depot - Malaga (Building) 0.0 0.1 0.1 N/A
TOTAL 4.7 2.8 -1.9 -41%

4.4 Information Technology

ATCO’s IT expenditure for the year ending 31 December 2023 was $1.6 million higher than the
AAS final decision forecast as shown in Table 4-11.

Table 4-11: IT capex 2023 (SM nominal)

IT CAPEX Actual Variance Variance %

2023 5.8 7.3 1.6 27%

Throughout the AA5 period between 2020 to 2023, the forecast programs and projects for
implementation within this timeframe were successfully delivered but in a different sequence to
forecast.

Various factors, such as the impact of Covid-19 and the transition from Wipro to IBM as the
service provider, led to delays in the projects initially scheduled for 2020 to 2022, consequently
deferring them to 2023. As a result, the expenditure for the Application Renewal Program in 2023
surged compared to previous years (2020 — 2022), significantly contributing to the $1.6M variance
in IT CAPEX.

One of the significant programmes that contributed to this deviation was the Customer Care and
Billing (CC&B) Upgrade, initially scheduled for late in AA5. However, due to a request from AEMO
to standardize the schemas (data structure) across all its jurisdictions, the project was
accelerated, with planning and scoping beginning 2020. This schema standardisation change has
affected all market transactions that adhere to the AEMO Retail Market Procedures. Failure to
keep within the strict concept of schema will result in failed messaging between ATCO and retail
market participants.

Other major IT programs for core ATCO Gas business unit concluded in year 2023 Network
Metering Information System (NMIS), Geospatial Information System Replacement (ATCOLantis)
and the Integration Platform upgrades.
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