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1. Overview
This report provides an overview of the approach and process for estimating the cost of the projects 
and programs of work required during AA6. The cost estimation process commences with the 
specification of the work required and then the cost of that work is estimated using an approach 
that differs depending on the type of work. 
The cost estimation process is different for the three different types of work: 

1. Ongoing activities are ongoing, volume driven activities where the costs are estimated by
identifying the volume of work to be undertaken and applying an historical average unit
rate (usually a three-year historical average) that reflects the cost of the volume driven
program divided by the volume delivered. Where the program is delivered externally, the
unit rates are also matched to similar locations. Examples of these programs include the
GEA overhaul and turbine exchange programs;

2. Periodic programs of work are those that may not be required in every regulatory period,
or have not been required previously but are expected in the future. These programs have
been estimated based on the historical cost of the same or similar program of work. These
programs include replacing assets at the end of their useful life; or

3. ‘One off’ activities expected to be required in the AA6 period which have not been required
in the past and are not expected to be required in the immediate future due to its longer
designed life (for example, replacement of the Northern communications system). The cost
of these activities would usually be determined through a competitive tender process.
However, where this is yet to occur, they are estimated in two ways:

a. Specialists and consultants are engaged to accurately define the scope with AGIG
subject matter experts to deliver the existing services, but technology has changed

b. The scopes are dissected into components and where the work is sufficiently
comparable to other work – the most recent historical average unit rate or actual cost
and matched to similar locations where the program is delivered externally;

c. Estimates are  developed based on internal estimates from different engineering
disciplines or from external engineering specialists as well as accessing construction
contractors that are on the AGIG list of preferred vendors.

The unit rates may be based on a consolidation of different unit rates reflecting several different 
specialist areas and could comprise of resources available internally within DBP or external 
contractors or consultants. The cost of materials are identified and estimated separately. 
There are a number of specialist engineering disciplines considered when estimating the cost of 
unique or one off work where no comparable unit rate, or project or program or actual cost is 
available. For each specialist discipline a different unit rate is applied based on the work activity. 
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Table 1.1 Below presents the specialist engineering disciplines and work activities. 

Table 1.1: Engineering disciplines and work activities used to apply unit rates 

Specialist engineering disciplines Work activities 

• Telecommunications

• Cathodic Protection (CP)

• Electrical, Control and Instrumentation (EO)

• Mechanical, Structural and Civil

• Metering (gas measurement)

• Rotating Equipment (Rotating)

• Operational Technology (OT)

• Corporate

• IT

• Communications

• Operations

• Health & Safety

• Vehicles (Transport and Plant)

• Tools (special tools and equipment)

1.1. Efficient cost estimates 

• Asset installation

• Asset removal/decommissioning

• Asset repair/maintenance

• Asset replacement/overhaul

• Asset testing 

• Inspections

The costs applied in the AAG expenditure forecast comprise of internal labor, external 
(contract/consultant) labor, services and materials. The weighting for each component reflects the 
actual average over time unless otherwise specified. 

The forecast of labor costs reflects the weighted average cost incurred for the same program of 
work over the past three years except when there is a more recent commercial agreement with an 
external provider which identifies unit rates and costs thait will continue to apply to future work. 

A three-year historical average is adopted because it is more likely to reflect variations over time 
as a result of changes in work practices, costs, productivity and efficiency as well as any changes 
in commercial arrangements such as indexation or refreshed tender processes. 

For example, there may be variances in individual unit costs within a unitised program of work due 
to geographical location or other operational anomalies, however, unless there is better information 
about future events or changes that may affect the cost of undertaking the work, a historical 
average unit rate represent the best estimate available at the time. 

All contracts are managed and monitored as per the AGIG Procurement Policy and Purchasing 
Procedure (previously the DBP Purchasing Policy), which focuses exclusively on the efficient, cost 
effective and ethical procurement of goods and/or services from suppliers in order to ensure DBP 
maximises savings whilst mitigating the risks associated with the provision of goods and services 
to achieve excellence in both operational and financial performance. 

The procurement of materials and labor that are captured in historical costs are considered to be 
efficient because they are subject to procurement policy and purchasing procedure to ensure the 
best commercial outcome. The process requires either a competitive tender process for material 
value contracts or the consideration of written quotes where the items are lower value and the cost 
of tendering is disproportionate relative to the expected savings from the process as outlined in 
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Table 1.2. 
 

Table 1.2: Minimum purchasing requirements 
 

 
 

Approval of a sole source justification is required where the purchase is greater than $20,000 in 
value and there is recommendation to go to a single vendor, including where that is an original 
equipment manufacturer. The sole source justification must set out the grounds on which this is 
sought and may include the previous experience of the vendor, the location of the vendor or other 
factors that are expected to result in cost savings compared to other vendors, evidence that no 
other appropriate vendors are available or where it is an extension of other work underway where 
that vendor was selected as the result of a competitive tender process. Vendor safety performance 
(both occupational and process) are also important considerations in the assessment of vendors to 
undertake work on the DBNGP. Sole sourcing is also applicable to equipment and services providers 
like Solar and Nuovo Pignone on gas turbines and compressors because they are the sole providers 
of services for their machines. In the case of Solar where we have a large fleet, AGIG has entered 
into a 5-year renewable services agreement for the provision of specialise support, upgrades of 
control systems as well as 30,000 hours overhaul of gas turbines.   
New contracts and arrangements are assessed against historical actual rates and costs to ensure 
that they are reasonable. Where there are variances between the AA5 actuals and AA6 estimates, 
these will be explained for each of the individual projects/programs within the relevant discipline 
and category. 
Using comparable recent actual costs, or developing an estimate based on the specification of work 
broken down by specialist expertise or external estimates (where recent actual costs are not 
available) is a reasonable basis for estimating costs and represents the best forecast or estimate 
possible in the circumstances consistent with Rule 74 of the National Gas Rules (NGR). 
Some unit rates can be affected by foreign currency fluctuations. Where this is the case, the most 
recent actual unit purchase price in AUD equivalent is considered the unit rate component for the 
AA6 period, rather than the average actual over AA5. 
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 Basis of costs 

All values in this report are expressed in thousands of dollars real unescalated as at December 
2024 unless otherwise stated. 

 
1.2. Investment governance 
Our business planning doesn’t stop with each AA period. We continually update our capex plans 
to respond to changing business needs. 
In the annual planning process, proposed capex projects are risk ranked and then submitted to 
our Project and Procurement Review Committee (PPRC) where funding requirements, resource 
availability and optimised delivery of the plan are considered. Risk ranking is refreshed to ensure 
projects identified as required in the medium term are accelerated or deferred where prudent, 
and to allow us to respond to significant unplanned events. 
The approved capex projects are provided with our annual budget plan each year for Board 
approval. Once approved, projects are managed and monitored in line with our Project 
Management Methodology (PMM). 
We categorise our capex as either: 
 stay-in-business (SIB) capex – where it maintains or improves our ability to deliver the 

current quantity of services our customers demand; or 
 expansion capex – where it is required to increase the quantity of services we can deliver to 

our customers. 
Our forecast capex in AA6 is solely SIB capex totaling $285.3 million (Dec 2024, excluding labour cost 
escalation). This report also includes $78.2 million in bottom-up build initiatives which are included in 
regulatory opex. 
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 Stay-in-business capital process 

Our SIB capex process is summarised in Figure 1.1 below. 
Figure 1.1: Summary of our SIB process 

 

 
Asset managers submit projects for screening and risk ranking based on business processes (such 
as Management of Change and routine maintenance), equipment strategies, our Asset 
Management Plan (AMP) and our obligations. 
Subsequent to the screening and risk ranking process, the proposed SIB project list undergoes a 
Regulatory Overview of Business Cases to ensure consistency with AA filing documents. It is then 
presented to our Project and Procurement Review Committee (PPRC) (formerly PRC) for 
evaluation taking into consideration funding requirements and resource availability and any major 
deviation between the year’s business revised risk priorities and the AA filed documents. 
Based on the feedback from the PPRC, the SIB list for year is finalised together with an optimised 
list for the 5-year planning cycle to ensure funding and resource requirements are balanced 
(without significant fluctuations) for each year in comparison with other years within the planning 
cycle. This forms part of the budget pack for sign off from the Board. 
Following Board approval of the budget, SIB projects are authorised for execution by the 
Executive Management Team or Chief Executive Officer, as per the Delegation of Financial 
Authority, prior to transitioning into appropriate business processes, which  include planning, 
detailed design, procurement of materials, construction and commissioning and operational 
readiness in line with our Project Management Methodology. 
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UPS replacement at compressor 
stations 

ECI End of life 160 

Replace 120V DC Battery and 
Charger for all Stage 4 units 

ECI End of life 304 

Compressor Station valve 
replacement 

Metering Asset reliability 1,785 

IP telephony routers and switches Communications End of life 170 

Tertiary communication system 
replacement at CS 

Communications End of life 250 

PA system replacement at 
Compressor Stations 

Communications End of life 715 

Crane and lifting equipment major 
inspections 

Mechanical Inspections 459 

Preservation of Spares Operations Operations/Asset 
maintenance 

925 

Training Competence Operations Training 200 

Replace MOVs with 100V Leutron 
GDTs 

CP Operational needs 223 

Kwinana Junction (third backup 
site) 

Communications End of life 24 

Replacement of mobile voice radio Communications End of life 1,000 

Building and structural inspections 
at compressor stations and meter 
stations 

Mechanical Condition 792 

Rotor bundle replacement Rotating End of life 1,500 

Hot Gas Path Rotating Asset reliability 1,200 

Workshop at CS9 Operations Operational needs 275 

Contamination site inspection Operations Contamination 185 

Spare Meters for calibration Metering Asset repairs 720 

Analyser installation at intake 
sites 

Metering Gas quality 4,682 

Install Palisade fencing at 
Kwinana Junction 

Operations Safety & Security 350 
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Project/Program Discipline Driver for investment AA6 estimate 

Electrical system upgrade at Meter 
stations/MLVs 

ECI Asset replacement/overhauls 450 

Repair/replacement of concrete 
odorant bunds 

Operations Safety 300

Contract Management System  Commercial tool Managing contracts 300 

Leak survey of buried flanges c/w 
digup program 

CP Condition 127

Compressor stations boom gates Operations Safety and Security 200 

Replacement of failed IGs CP Condition 175 

AA5 programs – individual estimates 170,895 

The individual estimates include the internal labour, materials, travel and other costs for all 
initiatives. More information on the build up of these costs can be found in the relevant Business 
Cases. 




