


 

 

Preface 
This report has been prepared to assist the Economic Regulation Authority (ERA) with its assessment 
of Goldfield Gas Transmission’s (GGT) Access Arrangement for the Goldfields Gas Pipeline, for the 
period from 1st January 2025 to 31st December 2029 (AA5), which it is required to conduct in 
accordance with the National Gas Law (NGL) and the National Gas Rules (NGR) as applied in 
Western Australia.  This report covers a particular and limited scope as defined by the ERA and 
should not be read as a comprehensive assessment of proposed expenditure that has been 
conducted making use of all available assessment methods. 

This report relies on information provided to EMCa by the ERA and by GGT up until 10 October 2024.  
EMCa disclaims liability for any errors or omissions, for the validity of information provided to EMCa by 
other parties, for the use of any information in this report by any party other than the ERA and for the 
use of this report for any purpose other than the intended purpose. 

In particular, this report is not intended to be used to support business cases or business investment 
decisions nor is this report intended to be read as an interpretation of the application of the NGR or 
other legal instruments.  EMCa’s opinions in this report include considerations of materiality to the 
requirements of the ERA and opinions stated or inferred in this report should be read in relation to this 
over-arching purpose. 

Some numbers in this report may differ from those shown in GGT’s Access Arrangement Information 
(AAI) or other documents due to rounding. 
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EXECUTIVE SUMMARY 
1. In this report, we provide our findings on updated information that GGT has provided in its 

Revised Proposal for the AA5 Regulatory Period (and which includes proposed AA4 
conforming capex for inclusion in its Capital Base). This report follows on from and updates 
certain matters that we reviewed in our report on GGT’s Initial Proposal (our Initial Report), 
focusing on those matters where GGT did not accept ERA’s Draft Decision, or where GGT 
has provided updated forecasts that exceed those that it previously proposed. 

AA5 Opex 

GGT’s proposed opex is overstated 

2. In its Revised Proposal, GGT has proposed an opex allowance of $134.8 million.  This 
compares with its Initial Proposal of $130.80 and ERA’s Draft Decision of $110.90. 

3. GGT has now derived base opex from GGP’s 2023 actual opex. GGT has provided further 
information on the corporate costs included in this base value, and which are considerably 
higher than in its Initial Proposal. This is the main factor driving GGT’s Revised Proposal for 
opex higher than ERA’s Draft Decision. 

4. GGT has rejected ERA’s Draft Decision to disallow a step change for its new ERP and to 
reduce its step change for AA6 Regulatory Proposal preparation costs, and GGT has 
increased its proposed step change for SOCI. These factors too contribute to GGT’s higher 
Revised Proposal. 

5. We consider that: 

• GGT’s proposed allowance for Corporate Costs in its adjusted base opex, is 
considerably overstated.  GGT’s base allowance includes transformation costs and 
other corporate costs that were considerably higher in 2023 than in previous years and 
GGT has not demonstrated that these higher amounts are representative of AA5 
requirements.   

• GGT’s Pipeline Operations costs in its adjusted base opex (for which we had previously 
proposed a reduction) are now reasonable and should be accepted. 

• GGT’s increased SOCI ‘separately forecast’ cost is reasonable on the basis that it 
results from a justified reallocation from capex (with no change in totex). 

• GGT’s proposed AA6 Regulatory Costs step change is overstated, and its proposed 
ERP step change is not required.   

SIB Capex 

GGT’s proposed Stay in Business (SIB) capex amounts for AA4 and AA5 are 
reasonable 

6. GGT has provided information in its Revised Proposal that now leads us to propose 
accepting its AA4 SIB capex of $40.0 million1 and its proposed AA5 SIB capex of $43.5 
million.  In forming this opinion: 

 
1  GGT’s proposal showed an amount of $42.0 million, however in the course of our review, GGT corrected this to $40.0 

million.  
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• For AA4, we reviewed increased costs for the Wiluna pre-NGI project and for GEA 
upgrades at Yarraloola. In both cases we are satisfied with the explanations that GGT 
has provided.  

• For AA5, GGT proposed an amount that is slightly less than the ERA Draft Decision.  
We reviewed the basis for specific changes that GGT had made, and we consider that 
the proposed amount is reasonable. 

Shared capex 

It is not reasonable for GGT to include an allocation of APA’s corporate capex in the 
GGP Capital Base 

7. As we described in our Initial Report, GGT has proposed for the first time including an 
allocation of APA Group corporate capex as GGP ‘conforming capex’, both for AA4 and for 
AA5. Information that GGT provided shows that APA Group is currently undertaking major 
corporate ‘transformation’ projects, with capital expenditure that is currently significantly 
higher than it was in the early years of AA4 and GGT proposes including $26.5 million as 
conforming capex for AA4 and a further $12.8 million for AA5.  

8. We have considered a range of new information that GGT has provided, including more 
detailed information on the shared capex projects and information on its sharing of 
corporate costs more generally, including ‘management fees’.  We have also referred back 
to the Rules in the NGR(WA) that define ‘conforming capex’ and the basis for assessing 
whether it is justified. In summary: 

• While our role is as technical reviewers, our interpretation of the NGR for the purpose of 
our technical advice does not support inclusion of capex that is not incurred by the 
regulated entity. 

• Further to this, with GGP comprising only around of APA Group (from a revenue 
perspective) and with APA Group’s corporate capital expenditure necessarily targeted at 
supporting the whole Group, we consider that GGT has not adequately demonstrated 
that the proposed capex is justified for GGP, in terms of the criteria specified in the 
Rules. 

• For AA4, two management fees were allowed for in GGP’s opex allowance, that GGT 
now advises were additional to expected costs. With this information, we consider that 
there is already a degree of duplication in GGP’s revenue allowance for this period or 
would be if a share of APA Group’s corporate capex was to be rolled into GGP’s Capital 
Base. 

• We also do not accept GGT’s arguments that the proposed amounts have been 
‘properly allocated’ or that this is consistent with ERA determinations.  We consider that 
GGT’s proposal is not consistent with GGT’s Cost Allocation Methodology that applied 
for AA4. 

9. We therefore consider that it is not reasonable to include a share of APA Group’s corporate 
capex as conforming capex.         
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1 INTRODUCTION 
The ERA has asked us to provide technical advice to assist it with its assessment of 
GGT’s revisions to its Initial Proposal regarding the access arrangement for the 
Goldfields Gas Pipeline (GGP).  The requested technical advice is for specific aspects 
of the AA4 capex, AA5 capex and AA5 opex that GGT has proposed in its Revised 
Proposal, as defined in ERA’s scope instructions to us, and does not encompass the 
entirety of GGT’s Revised Proposal. 

1.1 Purpose of this report 
10. The purpose of this report is to provide the Economic Regulation Authority (‘ERA’) with our 

assessment of aspects of Goldfields Gas Transmission’s (‘GGT’s’) revised proposal for the 
2025-29 Access Arrangement period (‘AA5’) for the Goldfields Gas Pipeline (‘GGP’).  This is 
as set out in GGT’s 2025-29 Revised Proposal and associated Access Arrangement 
Information and Supporting documents, submitted to ERA in September 2024.  The Revised 
Proposal responds to the ERA’s Draft Decision, dated 25 July 2024 (‘Draft Decision’).   

11. Our assessment builds on the analysis and findings from our assessment of aspects of 
GGT’s Access Arrangement Information for the GGP Initial Proposal, dated 1 January 2024, 
as set out in our Initial Technical Report.2 For this assessment, our primary information 
source has been GGT’s Revised Proposal and supporting documentation provided to us by 
the ERA and subsequently from GGT’s responses to Information Requests from ourselves 
and the ERA.   

12. We have assessed those aspects of GGT’s Revised Proposal that are directly relevant to 
the scope of requested work.3 This does not take into account all factors, or all reasonable 
methods, for determining capital or operating expenditure allowances in accordance with the 
National Gas Rules (NGR).  We understand that the ERA will establish such allowances for 
GGT based on assessments undertaken by its own staff. 

1.2 Scope of requested work 
13. We are required to provide to the ERA an Updated Technical Report which covers whether, 

and in what manner, new information provided by GGT or third parties in relation to our 
scope of review, changes conclusions drawn in our Initial Technical Report.   

14. Our scope of review: 

• Includes assessment of 
– AA4 capex projects/programs for which GGT has provided a revised estimate 
– AA5 capex for which GGT has provided a revised estimate (including new 

project/programs), and 

– AA5 efficient base year opex and proposed opex step changes (except for 
proposed Regulatory expenditure).   

• Excludes assessment of  
– projects for which GGT has accepted the Draft Decision 
– the overall opex forecast, including trend parameters 

 
2  GGT – Goldfields Gas Pipeline; Review of Technical Aspects of GGT Access Arrangement 2025-29. EMCa report to ERA 

(July 2024) 
3  GGP - GGT - AA5 - Letter to EMCa for final updated report - deliverable 3 
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– the overall capex forecast, including allocations between covered and uncovered 
pipelines. 

15. Because the assessments in the current report are for specific items only, we no longer 
provide a consolidated opinion on total capex or opex in this report.  However, the findings 
in our Initial Report remain valid except to the extent that the current report provides an 
update.   

1.3 Our review approach 
16. We have followed the same approach to reviewing gas businesses’ revised proposals as we 

have undertaken in the past for the ERA, by: 

• Reviewing new information and clarifications provided from GGT, and 

• Reviewing feedback provided by the Secretariat and by relevant third parties. 
17. As requested in the scope of work, our assessment focuses on whether the new information 

leads us to alter findings and conclusions provided in our Final Technical Report regarding 
whether the proposed expenditure complies with one or more of the capex or opex 
justification criteria.  In accordance with our scope of work, we have not undertaken a new 
standalone assessment of GGT’s proposed conforming AA4 capex, AA5 capex and AA5 
opex forecasts against the NGR (WA). 

1.4 Structure of this report 
18. In the subsequent three sections, we describe our assessment and conclusions regarding 

GGT’s new information in its Revised Proposal:  

• In Section 2, we provide our assessment of the new information provided by GGT on 
aspects of its proposed opex, including the implications of its updated base year value. 

• In Section 3, we provide our assessment of the new information provided by GGT on its 
proposed Stay in Business (SIB) AA4 and AA5 conforming capex. 

• In Section 4, we provide our assessment of the new information provided by GGT on its 
proposal to treat a share of APA capex as conforming capex, and therefore to include it 
in the GGP Capital Base. 
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2 ASSESSMENT OF NEW INFORMATION 
ON AA5 OPEX 
In its Draft Determination, the ERA did not accept GGT’s proposed opex forecast. The 
ERA applied negative adjustments (further to those that GGT had made) to GGT’s 
proposed base opex and disallowed or reduced some proposed step changes. 

GGT has accepted some but not all aspects of the ERA’s decision and has updated 
the base year for its AA5 forecast from 2022 to rely on actual opex in 2023. 

Information that GGT has provided in its Revised Proposal led us to re-examine its 
allowance for corporate costs, which we had previously proposed to accept, but which 
has increased significantly. 

On review, we now propose accepting GGT’s proposed base year amount for Pipeline 
Operations, and its separate forecast for SOCI.  However, we consider that its 
proposed base year allowance for corporate costs and its proposed step change 
amount for AA6 Regulatory Proposal preparation costs is overstated and that its 
proposed step change for ERP is not required.    

2.1 Introduction 
19. We have been asked to review and provide advice to the ERA on selected aspects of the 

opex allowance that GGT has proposed in its Revised Proposal.  These are: 

• GGT’s proposed ‘base year opex’ allowance. Specific aspects of this include: 
– its update to base this allowance on its 2023 actual opex (whereas its Initial 

Proposal was based on its 2022 actual opex) 

– the base year adjustments that it has proposed applying to its 2023 opex, and 

– its response to the ERA for instances where it has rejected making adjustments that 
the ERA had required in its Draft Determination. 

• Revised step changes where the ERA has made adjustments and GGT rejected them 
(proposed new forecasts), namely: 
– AA6 regulatory proposal costs, totalling $1.59m 

– Enterprise Resource Planning (ERP), totalling $1.93m. 

20. EMCa has not been asked to provide further advice on trend parameters or cost allocations 
in GGT’s Revised Proposal.  Consequently, our review does not encompass all aspects of 
GGT’s proposed opex and, for the same reason, any adjustments that we propose relate 
specifically to the aspects that we have reviewed and cannot necessarily be combined to 
produce a substitute aggregate opex forecast.  

21. We first provide an overview comparison between GGT’s Initial Proposal, the ERA’s Draft 
Decision and GGT’s Revised Proposal. We then provide subsections where we assess and 
provide our findings on: 

• GGT’s base year opex (sections 2.3, 2.4 and 2.5), and 

• GGT’s proposed separate forecasts (section 2.6) and step changes (section 2.8). 





















 

 

 
Review of Selected Aspects of GGT's AA5 Revised Proposal ECONOMIC REGULATION AUTHORITY, 

WA | 20 

 ‘…GGT has …reviewed the ‘other’ corporate costs to understand if 2023 figures are 
reflective of the AA5 period.  GGT has adjusted these costs to be an average of both 
2022 and 2023 to smooth out any jumps in expenditure in 2023.  

57. GGT also explains that: 

2020 and 2021 were excluded from this average as they were impacted by COVID-19 
which disrupted normal operations.  

58. As we show in Table 2.6, the average of 2022 and 2023 ‘corporate-other’ is $6.21 million, 
and GGT has therefore reduced the 2023 actual opex by $1.2 million to account for this in 
its adjusted base. Nevertheless, this results in a base opex value that is $1.2 million more 
than in 2022.17  

We accept GGT’s logic of the need to take an averaging approach rather than using 2023 
actual opex as the base, but not GGT’s proposition to exclude 2020 and 2021 actual costs 
from this average 

59. While noting GGT’s acknowledgment that its 2023 actual ‘corporate-other’ opex is not 
representative of its ongoing requirements, and the consequent need for an ‘averaging’ 
approach, we do not accept GGT’s argument for not including 2020 and 2021 corporate-
other opex on the basis that it was impacted by COVID-19.  

60. Referring to Table 2.9, we observe that APA Group ‘corporate-other’ opex was relatively 
stable across the whole period from 2020 to 2022 and that the only reason for GGT’s 
slightly higher amount in 2022 than in the two previous years was a higher allocation of APA 
Group costs. Across the four years for which AA4 actual APA costs are available, it is 
therefore only 2023 that is anomalously high.  

We propose an adjustment that is based on averaging all actual AA4 APA Group 
expenditure, and applying the 2023 GGP allocation percentage to this average  

61. Given the stability of APA Group ‘corporate-other’ opex from 2020 to 2022, we consider that 
averaging over the four years 2020 to 2023 provides a reasonable and stable base from 
which to forecast AA5 requirements.  This approach takes some account of the increase in 
costs in 2023 but, as with GGT’s proposal, removes the full effect of the jump in expenditure 
in that year.  

62. Rather than averaging GGT’s share of the expenditure, the information now provided allows 
us to separately consider the stability of the APA Group expenditure and the increasing 
allocation to GGP.  As a substitute forecast, we have therefore: 

• Averaged APA ‘corporate-other’ opex (in real terms) over the four years, and 

• Applied the 2023 GGP allocation share (  to that average. 

63. Relative to GGP’s 2023 actual expenditure, this therefore requires a negative adjustment of 
$1.7 million, which is a $0.5 million greater adjustment than GGT has proposed. 

64. Our calculation of this proposed substitute base year adjustment is shown in Table 2.10. 

 
17  $6.21m - $5.02m 













 

 

 
Review of Selected Aspects of GGT's AA5 Revised Proposal ECONOMIC REGULATION AUTHORITY, 

WA | 26 

GGT’s proposed step changes are in $2023 real terms, whereas indications in the APA 
business case are that the financial costs and benefits are shown there in nominal terms.22  

84. Secondly, however, we observe that there is relatively little difference in the ongoing costs 
of the new ERP relative to existing ERP-related ongoing costs, which is as we would 
expect.23 The average annual cost difference is $160,000. 

85. Thirdly, we observe that the APA business case quantifies financial benefits that it expects 
to realise from option 4.24 These are quantified only to 2027, and it is unclear why they 
would not be expected to continue. Nevertheless, when we apportion APA’s estimate of 
realisable financial benefits up to 2027, the net average annual additional cost of the new 
ERP is only $90,000 per year. 

86. On this basis, GGT’s proposed ERP-related step change of $1.93 million is not justified and 
we propose no step change allowance for GGP from the introduction of its preferred ERP 
solution, and which replaces legacy IT solutions. 

 

 
22  Page 39 of the business case refers to ‘indexation’ and provides indexation rates for each year of the financial forecasts.  
23  The project-based ‘transformation costs’ for Option 4 are significant, however GGT information shows that these will be 

essentially complete by the commencement of AA5. (see for example GGT response to EMCa52, sheet ‘C|Shared Total’)  
24  In order not to double count, we have ignored technology cost savings, on the assumption that these are inherent in the 

comparison of ongoing costs.  The financial benefits that we have included align with those shown as procurement 
savings from improved governance (in the table on page 18 of the business case).   
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3 ASSESSMENT OF NEW INFORMATION 
ON SIB CAPEX 
GGT revised GGP’s SIB AA4 capex to $42.0 million by accepting some of the ERA’s 
Draft Decisions, incorporating actual expenditure from the beginning of 2023 to June 
2024, updating its forecast expenditure for the balance of CY24, and reinstating its 
method of capex allocation, including in relation to the Northern Gas Interconnector 
(NGI). GGT subsequently updated its revised SIB capex to $40.0 million after 
correcting for an error. 

We have considered the technical changes to the AA4 SIB capex forecast and find that 
they were driven by either sound asset management and operational principles or 
correction of errors that GGT has identified. We consider that the proposed $40 million 
updated and revised SIB AA4 capex is reasonable on technical grounds; however, we 
were not asked to review GGT’s capex allocation to the covered pipeline and therefore 
our finding is qualified by the need to also consider this factor. 

GGT revised its SIB AA5 capex to $43.5 million by accepting the ERA’s Draft 
Decisions, removing a project that was incorrectly assigned to the covered network, 
and revising its capex allocation factor.  We consider the technical changes to be 
prudent and propose no further adjustments on technical grounds. 

3.1 Introduction 
87. In sections 3.2 and 3.3we review new information that GGT has provided on its proposed 

conforming AA4 and AA5 SIB capex, respectively, including in response to the ERA’s Draft 
Decision. We have taken account of GGT’s responses to our requests for additional 
information. 

3.2 ERA Draft Decision and GGP’s revised AA4 SIB 
proposal 

3.2.1 Overview of AA4 capex 

GGT has made several changes in deriving its Revised SIB capex 

88. Table 3.1 compares GGT’s Initial and Revised Proposal with the ERA’s Draft Decision. GGT 
advised that in deriving its AA4 revised capex it:25 

• Replaced CY23 placeholders/estimates with actuals 

• Updated CY24 forecast to include January to June actuals 

• Aligned AA4 actuals with the updated RIN (submitted in May 2024), and 

• Made modelling changes to apply AA4 allocators to AA4 costs.26  

 
25  GGT Revised Plan, page 32 and response to Information request EMCa53 (question 1) 
26  As noted in footnote 7 of its Revised Proposal, GGT’s Initial Proposal Forecast Capex Coverage Allocation Model applied 

AA5 allocators ‘to keep the model simple’. It updated this model in its Revised Proposal 
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2024, but did not revise the forecast for the balance of 2024 from $3.6 million down to $0.7 
million).32 

97. This resulted in an updated revised conforming capex proposal for Rotating maintenance of 
$2.8 million instead of $4.8 million as shown in its Revised Proposal (Table 4-3). The 
variance to the draft decision is therefore only +$0.3 million higher than the Draft Decision 
(i.e. rather than $2.3 million higher as shown in the Revised Proposal).  

98. The ERA’s Draft Decision accepted $2.5 million proposed by GGT in its Initial Proposal. 
Given the updated total of $2.8 million includes actual capex up to June 2024, we consider 
the increased amount of $2.8 is reasonable.  

Reliability 

99. Comparing GGT’s AA4 revised reliability capex projects with the ERA’s Draft Decision, the 
cost of two projects increased significantly from the Draft Decision:  

• Wiluna Pre-NGI (also referred to as the Wiluna Compressor Station Upgrade) and  

• GEA Upgrades – Yarraloola (Units 1 &2).  
100. The variations required justification beyond the explanations given in the Revised Proposal, 

so we requested further information from GGT.33 

Wiluna pre-NGI project 

101. The major change to GGT’s proposed AA4 reliability capex in the ERA’s Draft Decision was 
to the allocation of the Wiluna pre-NGI project: 

GGT argues that it is reasonable to assign 100 per cent of the cost of the project to the 
covered pipeline. However, EMCa considers that the Wiluna pre-NGI project will provide 
benefit to both the covered and uncovered sections of the pipeline and hence the costs 
should be allocated accordingly. This results in a reduction of $4.3 million with the 
resulting reliability expenditure being $15.6 million.34 

102. In its Revised Proposal, GGT has reinstated the 100% allocation, stating that ‘The ERA’s 
CAM for AA4 is clear that compressor unit capex is allocated to the covered pipeline if it is a 
covered compressor unit.35  

103. The Wiluna compressor station is a covered compressor unit. The reinstatement of the 
$8.55 million would appear to be reasonable, given (i) the prudency of the solution was not 
queried by us (or the ERA) in our Initial Report, and (ii) the quantum is essentially 
unchanged (notwithstanding the difference cause by differing allocation factors), and (iii) 
since the work is carried out on a covered compressor station (which Wiluna is), the cost 
allocation should be 100% to the covered pipeline. 

GEA Upgrades – Yarraloola (Units 1 &2)  

104. The cost of the Yarraloola GEA project has increased $1.7 million from the approved $8.7 
million in the Draft Decision to $10.4 million in the Revised Proposal. GGT advises that the 
increased capex was due to: 

• Additional cost to complete the original scope of work, and 

• Additional design engineering works and procurement, which we infer to drive the 
majority of the cost increase: 

– replace a malfunctioning Pressure Control Valve with a Safety Shutdown Valve 

 
32  GGT response to information request EMCa53; the resultant $2.8 million forecast for the AA4 period is post-allocation of 

costs to the covered assets 
33  GGT response to information request EMCa53 
34  ERA Draft Decision, Attachment 4, paragraph 66 
35  GGT Revised Proposal, page 51 
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– reduce the arc flash rating from category 3 to category 1 in the battery room to 
simplify operations and maintenance. 

105. The additional scope appears to be reasonably incurred.  

Other 

106. In its Revised Proposal GGT identifies $4.6 million Other capex, a reduction of $0.1 million 
from its Initial Proposal, but $1.1 million higher than the Draft Decision. The Draft Decision 
identifies an adjustment of -$0.36 million by substituting a 0% allocation to the covered 
assets for the cost of constructing the NGI connection assets. The ERA based its finding 
that the cost should be borne by the NGI instead of the GGP on its interpretation of the 
connection and new facility agreement between GGP and the NGI.36  

107. GGT accepted the ERA’s Draft Decision and removed the NGI connection costs in its 
Revised Proposal. GGT provide an updated breakdown of its AA4 Other capex from which it 
is apparent that the NGI cost removal was largely offset by increased actual miscellaneous 
capital and National Asset Engineering data costs.37  We consider the revised amount to be 
reasonable. 

3.2.3 Findings and impact on proposed conforming SIB AA4 capex 
108. The ERA’s Draft Decision reduced GGT’s initially proposed SIB capex from $39.7 million to 

$32.3 million. GGT’s Revised Proposal increased the SIB AA4 capex to $42.0 million, which 
it subsequently updated to $40.0 million per advice in its response to EMCa53.  

109. We have reviewed the technical aspects of GGT’s changes (i.e. not the changes to 
allocators) and find that: 

• GGT’s approach to incorporating the latest actual expenditure is reasonable 

• We tested the validity of technical changes through a multi-part information request and 
consider that: 
– The technical revisions to the Rotating maintenance and Reliability categories are 

reasonably incurred 

– There are no technical changes to the Other category, which we previously found to 
be reasonable 

– The revisions to all other capex categories are minor and we consider them to be 
reasonable.  

110. On this basis we propose no changes to the revised and updated SIB AA4 capex of $40.0 
million shown in Table 3.2. 

3.3 Assessment of revised AA5 SIB capex 

3.3.1 Overview 

GGT has reduced its SIB AA5 capex forecast 

111. As shown in Table 3.3, GGT has proposed $43.5 million capex over the AA5 period in its 
Revised Proposal, which is $0.5 million lower than the ERA’s Draft Decision of $44.0 million 
and $3.5 million less than its Initial Proposal. 

 
36  ERA Draft Decision, Attachment 4, page 16 
37  GGT response to information request EMCa53, Table 4 
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No adjustment is required on technical grounds 

114. We see no issues with GGT’s technical changes to its Initial Proposal and therefore propose 
no adjustments, noting that further consideration of cost allocation factors is not within our 
scope for this updated review. 
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4 ASSESSMENT OF NEW INFORMATION 
ON SHARED CAPEX 
In its Initial Proposal, GGT proposed including a share of APA Group’s corporate 
capex for AA4 and AA5 by deeming it to be ‘conforming capex’, for inclusion in the 
GGP Capital Base.  In successive regulatory determinations over the past 20 years, 
GGT had not previously proposed inclusion of parent group capex and did not do so 
for AA4.  

In its Draft Decision, ERA did not allow GGT’s proposal and expressed the view that 
recovery of parent group corporate capital infrastructure-related costs should be 
accounted for as part of GGT’s operating expenditure. In its Revised Proposal GGT 
again proposes that an allocation of its parent group’s capex should be included in 
GGPs Capital Base, with the proposed amounts being $26.5 million for AA4 and $12.8 
million for AA5. 

While GGT has now provided some useful additional information on APA’s corporate 
capital program, we consider that inclusion of part of APA Group’s capex in GGP’s 
Capital Base is not consistent with the WA Rules and that, in any case, GGT has not 
adequately demonstrated that the proposed capex could be considered to meet the 
justification criteria in the Rules by reference to GGP as the regulated entity.   

4.1 Introduction 
115. In this section, we review new information that GGT has provided on its proposal to include 

a share of APA Group Corporate capex in the GGP Capital Base. This is a significant item 
for AA4 that GGT did not allow for at the time it originally provided its submission for this 
period, but which it has claimed should now be allowed as conforming capex, along with a 
forecast for a share of APA Group capex to be included in rolling forward the Capital Base 
through AA5. 

116. In its Draft Decision, ERA did not allow the proposed shared capex and expressed the view 
that this should have been accounted for as part of GGP’s AA4 operating costs.40  

4.2 ERA Draft Decision and GGP’s Revised Proposal 

4.2.1 ERA Draft Decision 

ERA disallowed GGT’s proposal to introduce an allowance for ‘shared capex’ in AA4 and 
AA5 

117. In its initial Regulatory Proposal, GGT proposed that $30.4 million of shared capex be 
considered as conforming capex for AA4. GGT had derived this amount as a share of APA 
Group corporate capex for this period, comprising actual expenditure for 2020 to 2022 and 
estimates for 2023 and 2024.  GGT allocated this to GGP using the same (revenue-based) 
allocation percentages as it had used for allocating APA Group corporate opex.41  

 
40  ERA Draft Decision, page 18 
41  In 2022 this was  
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4.3.2 General assessment of GGT statements 

GGT’s proposal to include a share of APA Group’s capex differs from regulatory precedent 
that has been in place for the past 20 years and the amount is significant  

128. GGT refers to the commercial services and operating services agreements that it has had in 
place since 2003, and states that neither of these agreements recovers ‘…shared capital 
costs that APA incurs in providing services on GGT’s behalf.’45 GGT refers to having made 
a ‘historical error’ in ‘not allocating shared APA costs to the GGP’.46 To the extent that GGT 
considers this to have been an error, it has nevertheless apparently persisted since 2003.  

129. We find it surprising that for 20 years APA Group failed to recognise that it was not 
recovering what we expect to have been significant capital expenditure on establishing and 
maintaining its corporate infrastructure. For AA4, for example, GGT has proposed adding 
$26.5 million of corporate ‘shared capex’ to the $40.0 million of ‘SIB’ capex that it incurred.47  
Several factors have led us to focus attention on this aspect of GGT’s proposal, including 
the magnitude of this proposed addition, APA’s apparent lack of recognition of such 
expenditure for regulatory purposes over 20 years, precedent it sets for future regulatory 
determinations and the multi-period impact of adding such expenditure to the Capital Base.     

130. GGT states that the ‘issue’ was first notified to ERA on 29 August 2022, when GGT stated 
that ‘(f)or financial accounting purposes, corporate asset expenditures are recorded at the 
APA Group corporate level and are not allocated amongst its assets’.48  While GGT 
presents this as notifying ERA of an issue, we consider that this could equally be viewed 
simply as a factual statement of its financial accounting practices.   

131. GGT also states that the corporate asset expenditures have not been allocated to GGT ‘for 
regulatory purposes’ – until the current access arrangement period (2020 to 2024).’49 We 
consider this to be somewhat misleading as GGT did not propose a share of corporate 
capital expenditures to ERA for its AA4 regulatory determination and has only now done so 
retrospectively as part of its proposal for conforming capex for the period. 

132. GGT claims that the shared capex in its proposal has been ‘properly allocated’ to GGP and, 
while not directly referencing its CAM, claims that the basis ‘is consistent with the revenue 
and pricing principles determined or approved by the ERA.’50  It is not clear what principles 
GGT is referring to here.  GGT has added a chapter to describe its proposed method for 
allocating APA Group corporate capex to GGT only for the first time in the CAM that it 
presented to ERA concurrent with presenting its Initial Proposal, in January 2024. To our 
knowledge this cannot be considered to have been ‘determined or approved by the ERA’ at 
this stage.  

4.3.3 Consideration of inclusion of shared capex recovery in corporate opex 
charges to GGT 

GGT has informed that it is not recovering a share of APA’s corporate capital-related costs 
through its corporate services opex allowance  

133. In considering GGT’s proposal to allow for a share of APA’s corporate capex in its Draft 
Decision, the ERA made reference to APA’s ‘corporate charge to GGT for the corporate and 
management services that it provides….’.51 In noting the significant increases in this charge, 
the ERA noted GGT’s explanation of the nature of the corporate services provided and the 

 
45  GGT Revised Proposal, page 37 
46  GGT Revised proposal, page 29 
47  GGT Revised Proposal, page 32 (table 4-3) proposes $42.0 million.  However as we describe in section 4.2, GGT 

subsequently amended this to $40.0 million. 
48  GGT ‘Basis of Preparation’ document, as quoted in GGT Revised Proposal, page 34 
49  GGT Revised Proposal, page 34 
50  GGT Revised Proposal, page 43 (table 4-6) 
51  ERA Draft Decision, page 18 
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nature of the corporate capex that GGT proposed to be shared. The ERA also expressed 
the view that ‘…the [corporate capex] expenditure should have been accounted for as part 
of AA4 operating costs.’   

134. In our Initial Technical report, we observed that inclusion of the proposed shared capex 
‘…would appear to represent ‘double-dipping’ to the extent that these costs have previously 
been included in APA’s Corporate opex fee…’.52 

135. For our review of GGT’s Initial Proposal, GGT provided only limited information on the 
composition of the APA Corporate charges to GGT, and the services being provided.   
Moreover, GGT’s explanation that the significant increases that it was proposing were in 
large part due to extensive corporate IT investment suggested that this corporate 
investment was being recovered through this charge.53 

136. In section 2, we consider GGT’s revised proposal for corporate costs in considering GGT’s 
revised opex proposal. As part of that assessment, we sought information on the 
composition of GGT’s corporate costs and we specifically asked GGT to provide information 
that would show (for AA4 and AA5) its corporate shared totex, capex and opex.  This has 
now allowed us to confirm that: 

• The shared corporate ‘totex’ is comprised of shared capex and shared opex 

• The shared corporate opex constitutes the corporate opex charge that GGP has 
recorded historically, and which remains in its base opex for AA5 , and 

• The shared corporate capex constitutes the newly-proposed shared capex. 
137. This provides reasonable verification of the statement that GGT makes in its Revised 

Proposal, that ‘…there is no overlap between shared opex and capex allocated to the GGT 
and accordingly no ‘double dipping of costs.’54.  

4.3.4 Consideration of claim not to have recovered an allowance for 
corporate capex 

The APA JV Management fees that were allowed for in GGT’s AA4 revenue determination 
were not based on costs and could reasonably be considered as margins or on-costs that 
contributed to APA’s investment in its corporate infrastructure   

138. In its Initial Proposal, GGT adjusted its base year opex by removing $2.4 million of 
expenditure for its Operations Management and Commercial management fees.’ GGT 
stated that it had removed these following APA’s acquisition of the Alinta JV that had 
previously charged these fees, with APA Group becoming the sole owner and operator of 
the pipeline.  

139. Our understanding of GGT’s explanations was that the management services previously 
provided under the JV would now be provided directly by APA and the cost for the provision 
of these services would therefore be covered by the ‘corporate costs’ allowance, which is a 
share of APA group corporate costs.55 On this assumption, we proposed that ERA accept 
the increase in corporate costs that GGT had proposed, and which was of this same order. 

140. In its Revised Proposal, GGT states that this understanding was incorrect and provides 
explanations that include the following statements: 

‘…these management fees were a charge on top of costs.’56  

 
52  EMCa Initial Technical report, page xii 
53  GGT states this in its Initial Proposal, page 76, and this is repeated in several other places. We summarised the reasons 

that GGT provided for the increasing corporate costs in paragraph 369 of our Initial Report 
54  GGT Revised Proposal, page 37 
55  EMCa Initial Technical report, pages 60 and 61 
56  GGT Revised proposal, page 36 
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‘This approach is consistent with the majority of suppliers who provide asset 
management services in competitive markets and earn margins in excess of the directly 
incurred expenses……’.57  

‘Paying these fees enabled the GGT to access APA’s unparalleled scale and expertise.58 

141. In section 2, we consider the implications of GGT’s explanations above for the corporate 
cost component in its proposed base year opex. For the present purposes in assessing 
GGT’s proposed allowance for shared capex, we observe that it was not our understanding 
that these were fees for ‘shared capex’ though we appreciate GGT’s confirmation of this. 
However, given GGT’s statement that these fees were not to cover ‘costs’ it is difficult to 
construe them as anything other than a ‘margin’ or ‘on-cost’. Moreover, these fees were 
allowed for in ERA’s AA4 (and prior) decisions, therefore GGT’s revenue allowance for AA4 
included these amounts, which are now explained as being ‘on top of the costs incurred’.59  

142. As fees for services (which GGT describes in its Revised Proposal), the two Management 
Fees could be considered to double-count costs that were already allocated to GGT from 
APA or to be inclusive of the costs of the capital infrastructure by which APA (and its JV 
partner) provided these services. The former interpretation would suggest a double count of 
corporate opex, while the latter interpretation would suggest a double count if a share of 
AA4 corporate capex was to now be included in the GGP Capital Base.    

143. Given this information, we consider that it is open to the ERA to consider that the basis on 
which GGT submitted its proposal for AA4 is the basis on which the ERA should determine 
conforming expenditure for this period.  Specifically, this would be that: 

• An allowance for shared capex to be included in conforming capex should not be 
introduced retrospectively, and that 

• In describing the fees as being ‘on top of costs’ GGT is effectively depicting them as on-
costs or margins, which could be reasonably considered to be for recovery of APA 
Group’s indirect costs or overheads which includes the corporate capital investments 
that supported its ability to provide those services. 

144. In other words, we consider that the inclusion of the two Management Fees in the AA4 
regulatory determination contributes to a finding that it is not now reasonable to capitalise a 
share of corporate capex for that period.  

4.3.5 Consideration of inclusion of related party capital expenditure in GGP’s 
regulatory capital base 

The NGR defines conforming capex, including expenditure justifications and rules for the 
allocation of such expenditure  

145. Under the NGR, only ‘conforming capital expenditure’ may be added to the regulated 
entity’s capital base. Relevant rules defining ‘conforming capital expenditure’ are shown in 
Figure 4.1 and our interpretation of these Rules is relevant to our assessments. 

 
57  GGT Revised proposal, page 34 
58  As above 
59  As above 
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We consider that reference to conforming capital expenditure in the Rules is to capital 
expenditure incurred by the regulated entity and does not allow for the possibility of 
including capital expenditure allocated from another entity 

146. For the purposes of our technical review, our interpretation of the Rules is that references in 
the Rules to ‘capital expenditure’ are to expenditure incurred by the regulated entity that the 
Rules apply to.60 This is a regulatory legal matter, and we have not investigated whether 
alternative interpretations have been tested or determined.  However, at least in the context 
of the NGR(WA) we are not aware of an instance, prior to the current GGT proposition, to 
include an allowance for ‘shared capex’ from another entity (including a parent entity) in a 
regulated entity’s capital base. 

147. GGT asserts that the proposed ‘shared capex’ is ‘properly allocated…consistent with the 
revenue and pricing principles, determined or approved by the ERA’.61 Referring to the 
NGR, we observe that the ‘allocations’ referred to in rule 79(6) are for allocations of the 
regulated entity’s costs between the services referred to in that clause.  Specifically, the 
rule is describing allocations between reference services and between services provided by 
the covered and uncovered pipelines. This clause is not describing allocations of capital 
expenditure to the regulated entity, from another entity (whether or not that is a ‘parent’ 
entity.) We consider this a further indication that the NGR’s definition of conforming capex is 
assumed to consider and qualify only the capex incurred by the regulated entity.  

148. We also looked for but did not find evidence that the allocation of capex to GGT from 
another entity is consistent with principles determined or approved by the ERA. GGT has 
not provided evidence to support this statement, and we are not aware of instances that are 
relevant to GGT’s proposition.  

149. We have noted that GGT included a new section (section 8) describing its proposal to 
allocate shared capex in the updated Cost Allocation Methodology (CAM) that it proposed to 
the ERA in January 2024, coincident with submitting its Initial Proposal. However, our 
understanding is that this could not yet be described as having been ‘…determined or 
approved by ERA…’ as GGT claims.    

It is not feasible in reviewing proposed expenditure allowances for an entity that comprises 
around of APA Group on a revenue basis, to undertake a review of overall APA Group 
capex to a level that would satisfy the NGR   

150. The shared capex information that GGT has provided lists and categorises what GGT 
considers to be the APA shared corporate ‘projects’ together with the capex amounts 
allocated to GGP. As shown in Table 4.2, GGT proposes $26.5 million for AA4 as its 
allocation of APA’s corporate capex. This represents only around a  share of APA 
Group’s corporate capex for the period, with APA Group’s total corporate capex being of the 
order of  for the period.62 

151. We consider that it is not feasible on the basis of the information that GGT provides on its 
parent entity, to form a view on the prudency and efficiency of the entire APA Group’s 
significant corporate capital expenditure program to a level that satisfies the requirements of 
the NGR. Given the relatively small size of GGT relative to APA Group, we would expect 
APA’s corporate capital investment program to be driven by overall APA Group corporate 
considerations and it would not be feasible to review such a capital program without a 
thorough understanding and investigation of APA Group’s corporate capital infrastructure 
and expenditure.  This would include reviewing APA Group’s overall property portfolio, its IT 
systems, their current state, asset management strategies, future state drivers and 
investment strategies all of which is well beyond the scope of a technical review of GGT. In 

 
60  We observe that the NGR employs similar wording in referring to operational expenditure, for which GGT has long 

recorded ‘corporate costs’ as a component of opex.  While GGT has shown that this is calculated as an allocation of a 
subset of APA Group’s direct corporate expenditure, we tend to view it as an annual charge to GGP for the provision of 
corporate services. We discuss our assessment of this item in section 3.  

61  GGT Revised Proposal, page 43 
62  GGT Revised Submission provides total APA Group shared capex for the four years to 2023 (Attachment 4.1, sheet I|AA4 

Actuals), but provides only the GGP share of shared capex from 2024 to 2029 (Attachment 4.1, sheet C|Shared Forecast) 
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• Observations:  
– While we understand the general relevance of the ‘Grid’ project, the specific benefits 

to GGP and the prudency of the ‘share’ of expenditure on this project relative to its 
benefit to GGP, is unclear   

– There would be a case that the ‘operational efficiencies’ investment should be self- 
funding in that the savings would offset the investment cost  

– While we have now been provided an update for APA Group’s business case for its 
ERP project, this does not provide sufficient quantified information on the business 
case from a GGP perspective, to satisfy a review in accordance with NGR 
requirements.     

Significant items for AA4 under ‘Other Shared’ appear to be ‘one-offs’ and it would be 
reasonable to exclude these in producing an extrapolation-based forecast  

158. Of  incurred for ‘Other Shared’ capex, significant amounts appear to be non-
recurring.  For example: 

•  was incurred for Brisbane Premises in 2022, but expenditure for the other 
three years totalled only another  

•  was incurred for Perth premises in 2021, but for the other three years 
totalled only  

•  was incurred in 2022 for ‘leased assets’ but only  in total for the 
other three years. 

• Observations: 
– for 2024 and for each year in AA5, GGT has forecast a share of ‘Other Shared’ of 

$1.33 million.  It has derived this by removing its share of Brisbane premises costs 
and averaging the remainder.  

– if an average non-specific allowance was to be developed for this item, it would be 
reasonable to consider also removing the one-off costs for Perth premises and for 
‘leased assets.’ We estimate that this would reduce the 2024 and annual AA5 ‘Other 
Shared’ capex to $1.0 million.   

The sharing proportion appears to be higher than is justified 

159. GGT has adopted the same allocation percentages for shared capex as it has for corporate 
opex.  GGT has allocated corporate opex after first excluding ‘excluded projects’ that in 
2023 totalled  out of  total corporate opex; that is, one third of 
corporate opex. GGT describes these excluded projects as: 

‘Projects related to business development, electricity transmission development etc. that 
are not charged to individual assets.’68 

160. We would expect that APA Group’s corporate capital investments would similarly benefit a 
range of such ‘excluded’ activities, yet GGT provides no evidence that it has deducted an 
allowance for these before seeking to allocate a proportion of corporate capex to GGP. 

The information that GGT has now provided confirms that SaaS expenditure is included in 
the capex forecast    

161. In IR EMCa52, we sought to understand how SaaS expenditure had been treated and to 
confirm that it had been capitalised, as claimed. For the years for which actual expenditure 
is available (i.e. 2020 to 2023), GGT provided an itemised listing of what it described as the 
‘SaaS component’ of each (relevant) capex project. We take this to mean that the SaaS 

 
68  GGT response to IR EMCa52, Appendix A 
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component was included in the relevant capex and we note that the sum of the SaaS 
components is what GGT has deducted from its proposed corporate opex.69 

162. We take this to indicate that SaaS was originally included in AA4 opex, but that it has been 
treated as capital for the purposes of GGT’s regulatory submission and deducted from 
reported opex for the period. 

 

 
69  There appears to be a slight error in GGT’s workbook, in that the aggregate of the SaaS components (row 83 in sheet 

I|Shared capex) is in $2023, but these same numbers have been entered in row 36 in sheet 3.1.1 Breakdown, where they 
are deducted from opex in nominal terms. This overstates the deduction.  




