Access arrangement

JGN’s NSW gas distribution networks

1 July 2015 — 30 June 2020

[June 2015]

(Incorporating revisions required by AER Final
Decision 3 June 2015)



Contents

10

11

12

Introduction

Services policy

Reference Tariff variation mechanism
Tariff Classes

Return on debt

Speculative capital expenditure and investment policy
Queuing policy

Extensions and expansions policy
Capacity trading

Changing receipt and delivery points
Consolidated Access Arrangement

Operating expenditure efficiency carryover mechanism

Schedule 1  Definitions and interpretation

Schedule 2 Initial Reference Tariff Schedule

Schedule 3 Reference Tariff adjustment factors

Schedule 4 Reference Service Agreement

Schedule 5 Interconnection of Embedded Network Service

Schedule 6 Request for Service

Schedule 7 Operational Schedules

Schedule 8 Return on debt extrapolation

Schedule 9 Receipt Point Pressures

Schedule 10 Maps of the Network

15

17

23

24

27

29

30

31

32

16

20

21

24

29

33

34

38

Approved Access Arrangement, JGN’s NSW gas distribution networks 1 July 2015 — 30
June 2020 (June 2015)

page | i



JEMENA GAS NETWORKS (NSW) LTD

ACCESS ARRANGEMENT

1 Introduction

1.1

1.2

Access Arrangement
This document sets out the Access Arrangement that applies to the Network on and from
the Effective Date. It contains revisions that have been made to the 2010-15 Access
Arrangement, in accordance with the National Gas Law and the National Gas Rules.
Supporting information is provided in the Access Arrangement Information that has been
submitted as a separate document. There is also supporting information in the AER’s
Final Decision.
The Network
(@) As at the Effective Date, the Network consists of approximately 25,400 kilometres
of natural gas distribution systems in NSW with over 1,200,000 customer
connections to these systems. A description of the Network is contained below
and can also be found at http://www.jemena.com.au.
(b)  The Network is made up of four Covered Pipelines:
® NSW Distribution System;
(ii) Central West Distribution System;
(i) Wilton-Newcastle trunk pipeline (the ‘northern trunk’); and

(iv)  Wilton-Wollongong trunk pipeline (the ‘southern trunk’).

(c)  The Network provides gas to consumers across Sydney, Newcastle, and
Wollongong, as well as to more than 20 country centres.

(d)  The Service Provider is the authorised reticulator for the NSW Distribution System
and the Central West Distribution System, under the Gas Supply Act.

(e) The northern and southern trunks are part of the gas distribution system in the
Newcastle, Sydney, Central Coast and Wollongong areas. On 29 June 2009, the
NCC approved the reclassification of these trunk pipelines as distribution pipelines.

) The northern trunk consists of the following four pipeline sections, between Wilton
and Newcastle, each of which is licensed under the Pipelines Act:

0] Wilton to Horsley Park Natural Gas Pipeline (Pipeline Licence No. 1);
(i)  Horsley Park to Plumpton Natural Gas Pipeline (Pipeline Licence No. 3);
(i) Plumpton to Killingworth Natural Gas Pipeline (Pipeline Licence No. 7);

(iv)  Killingworth to Kooragang Island Natural Gas Pipeline (Pipeline Licence
No. 8).
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1.3

1.4

1.5

() The southern trunk consists of one pipeline section between Wilton and
Wollongong, which is licensed under the Pipelines Act:

® Wilton to Wollongong Natural Gas Pipeline (Pipeline Licence No. 2).

(h)  Natural gas is delivered into the Network from the Moomba-Sydney Pipeline and
its laterals, and from the Jemena-owned Eastern Gas Pipeline. A list of receipt
points is set out at Schedule 9. This list may be updated by the Service Provider
from time to time by notice to Users.

0] Schedule 10 provides maps which describe the location of the Network as at the
Effective Date.

Review Submission Date

The review submission date is 30 June 2019.

Revision Commencement Date

The revision commencement date is 1 July 2020.

Definitions and interpretation

(@) Inthis Access Arrangement, a term or expression starting with a capital letter:

® which is defined in Schedule 1 of this Access Arrangement, has the
meaning given to it in Schedule 1; or

(ii) if not defined in Schedule 1 of this Access Arrangement, has the meaning
given to it in the Reference Service Agreement,

unless the context otherwise requires.

(b)  The interpretation clause in Schedule 1 sets out rules of interpretation for this
Access Arrangement.
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2 Services policy
2.1 The Services

(@ The Service Provider provides the following Services on the Network:
® the reference service, being the Haulage Reference Service; and
(i)  Non-Reference Services.

(b) A User or Prospective User who seeks to obtain the Reference Service or a Non-
Reference Service must comply with the Request for Service procedures set out in
Schedule 6 regardless of whether the User or Prospective User seeks to obtain a

Service for the first time or a change to an existing Service to a Delivery Point.

(c)  The Service Provider’s ability to offer a Service in response to a Request is subject
to the Queuing Policy.

(d)  All Users of a Service are required to enter into a Service Agreement specific to
the relevant User and that Service before receiving the Service and must agree to
be bound by the provisions of the Operational Schedules in Schedule 7.

2.2 Haulage Reference Service

(@) The Service Provider will make the Haulage Reference Service available to Users
and Prospective Users.

(b)  The Haulage Reference Service is a Service for:

0] the transportation of Gas by the Service Provider through the Network to a
single eligible Delivery Point for use and consumption within the premises
served by that Delivery Point;

(i) meter reading and associated data activities, and the provision and
maintenance of a standard metering installation at the Delivery Point as
appropriate for the required capacity and meter reading frequency; and

(i) ancillary activities as set out in the Reference Tariff Schedule, as may be
requested by a User.

(c)  Adelivery point is eligible for a Haulage Reference Service if:
0] it is a Delivery Point existing on the Network to which a service designated
as a reference service under the 2010-15 Access Arrangement is provided

on the Effective Date; or

(i)  itis a new delivery point, established on or after the Effective Date, that is
served from existing Network facilities, where:

(A) the maximum allowable operating pressure is less than or equal to

500 kPa and the Service Provider reasonably expects that the
delivery point will consume less than 10 TJ per annum; or
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2.3

2.4

2.5

2.6

(B) the maximum allowable operating pressure is less than or equal to
1,050 kPa and the Service Provider reasonably expects that the
delivery point will consume 10 TJ per annum or greater.

Terms and Conditions

(&) Subject to clause 2.3(b), the terms and conditions upon which the Service Provider
will supply the Haulage Reference Service are set out in the Reference Service
Agreement in Schedule 4.

(b)  The Service Provider may seek the AER's approval to amend the terms of the
Reference Service Agreement during the Access Arrangement Period in
accordance with Division 10 of Part 8 of the National Gas Rules.

Non-Reference Services

The Service Provider offers the following Non-Reference Services on the Network to
Users and Prospective Users:

(@) the Interconnection of Embedded Network Service, which is described in clause
2.5 below; and

(b)  Negotiated Services, which are described in clause 2.6 below.
Interconnection of Embedded Network Service

The Interconnection of Embedded Network Service is a service provided by the Service
Provider to an Embedded Network Operator for the establishment of a single Delivery
Point on an Embedded Network connected to the Network, on the terms and conditions
specified by the Service Provider upon application for this service ordinarily including
those contained in Schedule 5.

Negotiated Services

(@) Where a Prospective User has specific needs which differ from those which would
be satisfied by the Reference Service or the Interconnection of Embedded
Network Service, the Prospective User may seek to negotiate different terms and
conditions as a Negotiated Service and enter into a Negotiated Service Agreement
with the Service Provider.

(b)  Should a dispute arise between the Service Provider and a Prospective User
about the provision of a Negotiated Service it will be resolved in accordance with
the dispute resolution procedures in the National Gas Law and the National Gas
Rules, unless the parties agree otherwise in the Negotiated Service Agreement.
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3 Reference Tariff variation mechanism
3.1 Initial Reference Tariffs
(@ The Initial Reference Tariffs for the Reference Service are set out in the Initial
Reference Tariff Schedule. These will apply on and from the Effective Date, until
varied in accordance with this clause 3.
(b)  The Service Provider may vary Reference Tariffs at any time during the Access
Arrangement Period with the approval of the AER in accordance with this clause 3.

Such variations may be effected through:

® Reference Tariff components, elements or variables comprised within any
Reference Tariff;

(i) the introduction of a new Reference Tariff (to apply in place of any pre-
existing Reference Tariff);

(i) the withdrawal of any Reference Tariff; or
(iv) any combination of these changes.
3.2 Annual Reference Tariff variation mechanism: Haulage Reference Tariffs

(@) Where the Service Provider proposes to vary Reference Tariffs to apply from the
start of the next Financial Year, the mechanisms set out below will apply.

(b)  The Service Provider may propose to vary Reference Tariffs consistent with the
following tariff basket price control formula:

"3 b7,
(L+CPI )L~ X)L+ A)L+PT) > 2
z t-1 t2

and rebalancing side constraint formula, for each Reference Tariff:

> pra,

(1+CPI Y1 X, X1+ A JL+PT J1+0.1)> 22—

n m

.. pMa,

x=1 y=1

where the Service Provider has n Reference Tariffs, which each have up to m tariff
components, and where:

t is the Financial Year for which the tariffs are being set;

ad is the proposed tariff for component y of Reference Tariff x in Financial

Year t, i.e. the new tariff to apply from the commencement of Financial
Year t;
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ptx_yl is the tariff for component y of Reference Tariff x that is being charged
at the time the Variation Notice is submitted to the AER for assessment;

th_yz is the quantity of component y of Reference Tariff x that was sold in
Financial Year t-2;

CPl,  means:

(i) for the Financial Year beginning 1 July 2014 and ending 30 June
2015, 1.72 per cent;

(i) for Financial Years beginning after 30 June 2015:

(A) the CPI for the December Quarter immediately preceding the
start of the relevant Financial Year; divided by

(B) the CPI for the December Quarter immediately preceding the
December Quarter referred to in paragraph (i);

minus one,

provided that if the Australian Bureau of Statistics does not, or
ceases to, calculate and publish the CPI, then in this Access
Arrangement CPI will mean an inflation index or measure agreed
between the AER and the Service Provider;

X, means the X factor for each Financial Year, determined in accordance

with the JGN Revenue Model, updated for the return on debt in
accordance with section 5;

A is the automatic adjustment factor calculated in accordance with

Schedule 3; and
PT, is the Cost Pass Through factor calculated in accordance with Schedule
3.

3.3 Intra-year Reference Tariff variation mechanism
The Service Provider can propose to vary Reference Tariffs during a Financial Year to
apply at a date prior to the start of the next Financial Year, including for the purposes of
passing-through an amount relating to a Cost Pass Through Event, as long as the
Service Provider complies with the tariff basket price control formula set out in clause
3.2(b), and making such adjustments as necessary to vary the Reference Tariff for the
remainder of the Financial Year.

3.4 Cost pass through
Cost Pass Through Events
(@  The following are Cost Pass Through Events:

0] Terrorism Event;

(i)  Natural Disaster Event;

Approved Access arrangement JGN’s NSW gas distribution networks 1 July 2015 — 30
June 2020 (June 2015) page | 6



(i) [DELETED]

(iv)  Insurance Cap Event;

(v)  Insurer Credit Risk Event;

(vi)  Network User Failure Event;
(vii) Regulatory Change Event; and

(viii) Service Standard Event.

Notification and AER determination of Cost Pass Through Events

(b)

(€)

(d)

()

The Service Provider may seek the approval of the AER to pass through costs
where as a result of a Cost Pass Through Event , the Service Provider has
incurred, or is likely to incur, higher costs in providing the Reference Service than it
would have incurred but for that event and the change in costs (as opposed to the
revenue impact) that the Service Provider has incurred and is likely to incur in any
regulatory year of the access arrangement period, as a result of that event,
exceeds one per cent of the smoothed total revenue for that regulatory year
approved by the AER.

() [DELETED]
(A) [DELETED]
(B) [DELETED]
(i)  [DELETED].

The AER may require the Service Provider to pass through costs where, as a
result of a Cost Pass Through Event, the Service Provider has incurred, or is likely
to incur, lower costs in providing the Reference Service than it would have incurred
but for that event and the change in costs (as opposed to the revenue impact) that
the Service Provider has incurred and is likely to incur in any regulatory year of the
access arrangement period, as a result of that event, is or is reasonably estimated
to exceed one per cent of the smoothed total revenue for that regulatory year
approved by the AER.

() [DELETED]
(i) [DELETED].

If the Service Provider wishes to seek the approval of the AER to pass through
costs pursuant to clause 3.4(b), the Service Provider must notify the AER within 90
Business Days of becoming aware that the relevant Cost Pass Through Event has
occurred. Notification under this clause 3.4(d) is not an application to vary
Reference Tariffs.

If a Cost Pass Through Event has occurred, or is likely to occur, which may or is
likely to meet the relevant thresholds identified in clause 3.4(c), the Service
Provider must notify the AER within 90 Business Days of becoming aware that the
relevant Cost Pass Through Event has occurred. Notification under this clause
3.4(e) is not an application to vary Reference Tariffs.
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(f)

(9)

(h)

(i)

()

The notification to the AER that a Cost Pass Through Event has occurred or is
likely to occur pursuant to clause 3.4(d) or 3.4(e) is to take the form of a written
statement which specifies:

® the details of the Cost Pass Through Event; and
(i)  the date on which the Cost Pass Through Event occurred.

Where the costs that are, or are likely to be, incurred, as a result of the Cost Pass
Through Event are known (or able to be estimated to a reasonable extent), then
those costs shall be notified to the AER together with the matters specified in
clause 3.4(f).

Where the costs that have been, or are likely to be, incurred as a result of the Cost
Pass Through Event are not known in whole or in part (or not able to be estimated
to a reasonable extent) such that the costs cannot be included in the notification
pursuant to clause 3.4(f), the Service Provider, must, as soon as practicable after
the costs are known or can be estimated to a reasonable extent, provide a
supplementary notice to the AER setting out those costs.

Within 40 Business Days of a Service Provider notifying the AER of the costs that
have been or are likely to be incurred as a result of a Cost Pass Through Event
(pursuant to either clause 3.4(g) or 3.4(h), as relevant), the AER must notify the
Service Provider of its determination as to whether it considers a Cost Pass
Through Event has occurred which satisfies the thresholds in clause 3.4(b) or
clause 3.4(c), as relevant. The AER’s determination must set out the amount that
it has determined should be passed through in Reference Tariffs in respect of that
Cost Pass Through Event (Determined Pass Through Amount).

In making a determination pursuant to clause 3.4(i), the AER must take into
account:

0] the matters and proposals set out in any statement given to the AER by the
Service Provider under clause 3.4(f);

(i)  the change in the costs in the delivery of the Reference Service arising, or
estimated to arise, as a consequence of the Cost Pass Through Event, as
given to the AER by the Service Provider pursuant to clause 3.4(g) or 3.4(h),
as relevant;

(i) the efficiency of the Service Provider’s decisions and actions in relation to
the risk of the Cost Pass Through Event, including whether the Service
Provider:

(A) has failed to take any action that could reasonably have been taken in
respect of that event; or

(B) has taken or omitted to take any action in response to the event,
where such action or omission has materially increased the
magnitude of the change in costs in respect of the event;

(iv)  the time cost of money based on the WACC for the Service Provider;
(v)  the need to ensure that the Service Provider only recovers any actual or

likely increment in costs to the extent that such increment is solely as a
consequence of a Cost Pass Through Event;
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3.5

(k)

(M

(m)

(n)

(vi)  whether the costs of the Cost Pass Through Event have already been
factored into the calculation of the Service Provider’s annual revenue
requirement, including in the calculation of the automatic adjustment factor;
and

(vii) any other factors the AER considers relevant and consistent with the
National Gas Law and National Gas Rules.

Subject to clause 3.4(l), the period in clause 3.4(i) can be extended:

® by the time taken by the AER to obtain information from the Service
Provider, obtain expert advice or consult about the notification in order to
make a determination pursuant to clause 3.4(i); and/or

(ii) if the AER is satisfied that the making of a determination pursuant to clause
3.4(i) involves issues of such complexity or difficulty that the time limit fixed
by clause 3.4(i) should be extended or further extended (if already extended
by clause 3.4(k)(i) above). The AER may extend that time limit by a further
period provided it has given written notice to the Service Provider of that
extension not later than 10 Business Days before the expiry of that time
limit.

Notwithstanding clause 3.4(k), there is an absolute time limit of 90 Business Days
for the AER to make a determination pursuant to clause 3.4(i).

If the AER does not make a determination within the time limit fixed by clause
3.4(i) (if relevant, as extended by clause 3.4(k)) or clause 3.4(l) then:

0] in the case of a Cost Pass Through Event which results in an increase in
costs, the AER is taken to have determined that the amount to be passed
through is the amount set out in the Service Provider’s notification (provided
that if no amount is set out in such notification, the AER must go on to make
a determination notwithstanding the time limit has expired);

(ii) in the case of a Cost Pass Through Event which results in a decrease in
costs, the AER is taken to have determined that the amount to be passed
through is zero.

Following the AER’s determination, the Service Provider may, in the case of an
event which increases costs, and must, in the case of an event which decreases
costs, include some or all of that amount in any annual or intra-year Variation
Notice.

Cost pass through events from immediately prior access arrangement period

(@)

Where a cost pass through event (as that term is defined in the access
arrangement that applied to the Network in the immediately prior access
arrangement period) occurs during the immediately prior access arrangement
period and the increase or decrease in costs associated with the event was not
passed through in Reference Tariffs in the immediately prior access arrangement
period and is not included in the calculation of the automatic adjustment factor in
the subsequent access arrangement period:

0] where the AER has made a decision as to the amount that should be
passed through as a consequence of the cost pass through event, the
Service Provider may, in the case of an event which increases costs, and
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3.6

must, in the case of an event which decreases costs, include some or all of
that amount in any annual variation notice or intra-year variation notice in
the access arrangement period in which the AER makes its decision or, to
the extent it is impracticable to do so, in the subsequent access
arrangement period;

(i)  where the timing of the event was such that it was notified to the AER but
the AER had not made a decision on the amount that should be passed
through as a consequence of the cost pass through event before the end of
the access arrangement period in which the event occurred, the AER must
make a decision on the amount that should be passed through in respect of
that event in the subsequent access arrangement period. Following the
AER’s decision (pursuant to the access arrangement that applied to the
access arrangement period in which the event occurred), the Service
Provider may, in the case of an event which increases costs, and must, in
the case of an event which decreases costs, include some or all of that
amount in any annual variation notice or intra-year variation notice in that
subsequent access arrangement period;

(i) where the timing of the event was such that it was not notified to the AER in
the immediately prior access arrangement period, the Service Provider may
in the case of an event which increases costs, and must, in the case of an
event which decreases costs, notify the AER of the event and make an
application to pass through the increase or decrease in costs associated
with that event. The notification by the Service Provider and AER’s decision
is to be made in accordance with the procedure set out in the access
arrangement that applied in the immediately prior access arrangement
period, but applying the relevant thresholds in the access arrangement that
applies at the time at which the Service Provider notifies the AER.
Following the AER’s decision, the Service Provider may, in the case of an
event which increases costs, and must, in the case of an event which
decreases costs, include some or all of that amount in any annual variation
notice or intra-year variation notice in that subsequent access arrangement
period.

(b)  The principle in this clause 3.5 (that costs associated with cost pass through
events in one access arrangement period which are not passed through in that
period may be passed through in a later access arrangement period) is a fixed
principle (as provided for in Rule 99 of the National Gas Rules). This fixed
principle remains in force for the Access Arrangement Period covered by this
Access Arrangement.

Reference Tariff variation procedures

Annual Variation Notice

(8) If the Service Provider proposes to vary one or more Reference Tariffs to apply
from the start of the next Financial Year, the Service Provider will submit a
Variation Notice to the AER on or before 15 March or the next closest Business
Day prior to the commencement of the next Financial Year that:

0] includes a proposed revised Reference Tariff Schedule;

(i)  states the effective date of the proposed variation;
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3.7

3.8

(i)  demonstrates and explains how the proposal complies with the annual
Reference Tariff variation mechanism specified in clause 3.2;

(iv) includes a statement to support the Gas Quantity inputs in the annual
Reference Tariff variation mechanism. The statement will be independently
audited or verified, and the Quantity input must reflect the most recent
actual Financial Year Quantity available at the time of submitting the
Variation Notice. The actual Quantity will be provided as four quarters of
Gas Quantity data reconciling to an annual total Gas Quantity;

(v)  sets out any Determined Pass Through Amount the Service Provider
proposes to pass through in whole or in part in the next Financial Year; and

(vi)  sets out any pass through amounts arising from cost pass through events
(as that term is defined in the access arrangement applying to this Network
in the immediately prior access arrangement period) occurring in the
immediately prior access arrangement period that the Service Provider is
proposing to pass through in whole or in part in the next Financial Year.

Intra-year Variation Notice

(@)

If the Service Provider proposes in any Financial Year to vary one or more
Reference Tariffs to apply at a date prior to the start of the next Financial Year, the
Service Provider will submit a Variation Notice to the AER at least 50 Business
Days prior to the date upon which it intends the varied Reference Tariffs to come
into effect, that:

0] includes a proposed revised Reference Tariff Schedule;
(i)  states the effective date of the proposed variation;

(i)  demonstrates and explains how the proposal complies with the intra-year
Reference Tariff variation mechanism, as set out in clause 3.3;

(iv) includes a statement to support the Gas Quantity inputs in the Reference
Tariff variation mechanism. The statement will be independently audited or
verified, and the Gas Quantity inputs will reflect the most recent actual
Quantity available at the time of submitting the Variation Notice;

(v) if the intra-year variation is for the purposes of passing through an amount
relating to a Cost Pass Through Event, sets out any Determined Pass
Through Amount the Service Provider proposes to pass through in whole or
in part; and

(vi)  sets out any pass through amounts arising from cost pass through events
(as that term is defined in the access arrangement applying to this Network
in the immediately prior access arrangement period) occurring in the
immediately prior access arrangement period that the Service Provider is
proposing to pass through in whole or in part.

Variation Notice assessment

(@)

Within 30 Business Days of receiving a Service Provider’'s Variation Notice, the
AER will inform the Service Provider in writing of whether or not it has approved
the proposed variation(s) to Reference Tariffs in the Service Provider's Variation
Notice as compliant with the relevant Reference Tariff variation mechanism(s).
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(b) The AER must approve the proposed variation(s) to Reference Tariffs if they are
compliant with the relevant Reference Tariff variation mechanism(s).

(c) The 30 Business Day period may be extended (by giving written notice to the
Service Provider) to account for the time taken by the AER to obtain further
information from the Service Provider about the Variation Notice, obtain expert
advice or to consult about the Variation Notice. There is an absolute time limit of
50 Business Days for the AER to complete the assessment of a Variation Notice.

(d) If the AER fails to provide the Service Provider with written notification of its
decision within 50 Business Days of receiving the Service Provider’'s Variation
Notice, the AER will be deemed to have approved the variation proposed in the
Variation Notice.

(e) Ifthe AER declines to approve any part of the proposal in the Variation Notice, the
AER must provide the Service Provider with a written statement of reasons for that
decision at the time it informs the Service Provider of its decision.

0] In the event that:

® the Service Provider does not submit proposed Reference Tariffs to apply
from the start of the next Financial Year t in accordance with the procedure
set out in clause 3.6(a); or

(i)  the AER decides that any part of the proposal in an annual Variation Notice
is not compliant with the relevant Reference Tariff variation mechanism for a
new Financial Year t,

the AER will determine the Reference Tariffs for the Financial Year t that are
compliant with the annual Reference Tariff variation mechanism by scaling all
Reference Tariffs for Financial Year t-1, in the case of clause 3.8(f)(i) above, or
non-compliant Reference Tariffs in the case of clause 3.8(f)(ii) those Reference
Tariffs applicable in Financial Year t-1 in respect of which the AER has disallowed
the Service Provider’'s proposed variations for Financial Year t, through application
of the following formula:

(1-CcPl)A—-X)(1+A)(A + PTy)
where CPI,, X;, A.and PT; are as defined in clause 3.2(b).

(g) For an intra-year Reference Tariff variation the AER will vary Reference Tariffs
consistent with clause 3.3.

(h)  Inthe event that the AER decides that any part of the proposal in an intra-year
Variation Notice is not compliant with clause 3.3, the Reference Tariffs will not be
varied.

0] If a Determined Pass Through Amount is passed-through in Reference Tariffs
under an intra-year variation, this amount is excluded from consideration for the
purposes of calculating PT, for any annual Reference Tariff variation proposed for
the next Financial Year.
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3.9 Revised Reference Tariff Schedule

(&8 Where Reference Tariffs are varied in accordance with clause 3.6, the Service
Provider will publish a revised Reference Tariff Schedule on the Service Provider’s
website (which will replace the previously published version).

(b)  The revised Reference Tariff Schedule, including the changed Reference Tariffs,
will take effect from the date specified in that revised Reference Tariff Schedule.

3.10 Other relevant matters

(@ The Service Provider determines its Reference Tariffs based on a revenue
requirement that uses a building block approach, which calculates total revenues
for each Financial Year of the Access Arrangement Period on the basis that
depreciation for establishing the opening Capital Base for the current Access
Arrangement Period is based on forecast regulatory depreciation.

(b) Itis afixed principle (as provided for in Rule 99 of the National Gas Rules) that
depreciation for establishing the opening Capital Base will be based on forecast
regulatory depreciation. This fixed principle remains in force for the Access
Arrangement Period covered by this Access Arrangement. This principle is also
fixed for the next access arrangement period.

(c) In applying a Reference Tariff variation mechanism the Service Provider will adopt
the following rounding conventions:

® all proposed Reference Tariff components, elements or variables will be
rounded before being applied in a tariff variation formula; and

(i)  the number of decimal places used for rounding a component will be
consistent with that used for the relevant Reference Tariff component,
element or variable.

(d)  Where a clerical mistake, an accidental slip or omission, or a miscalculation, has
been identified in the application of the annual Reference Tariff variation
mechanism that applied in Financial Year t-1, that mistake, slip, omission or
miscalculation may be corrected for the purposes of determining the value of
Reference Tariff x in the application of the annual Reference Tariff variation
mechanism for Financial Year t.

(e) For the avoidance of doubt:

0] to the extent the calculation of a Reference Tariff or component, element or
variable of a Reference Tariff is based on a forecast or estimate, the fact
that the actual amount of the parameter being forecast or estimated is
different to the forecast or estimated amount does not constitute a mistake,
slip, omission or miscalculation;

(i)  tothe extent the Service Provider may have over or under recovered
revenue as a consequence of a mistake, slip, omission or miscalculation
being made in relation to the setting of a tariff that has been approved by the
AER, no adjustment may be made to the Reference Tariffs or component,
element or variable of a Reference Tariff under this clause 3.10(e)(ii) to
reflect any over or under recovery amount; and
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(i) the Service Provider may submit in an annual Variation Notice, a correction
for past clerical mistakes, accidental slips or omissions or miscalculations.
The AER may also make the Service Provider aware that a past clerical
mistake, accidental slips or omissions or miscalculations has occurred and
require all future tariff variation notifications to take account of that past
clerical mistake, accidental slip or omission or miscalculation. The Service
Provider may consult with the AER on past clerical mistakes, accidental
slips or omissions or miscalculations.
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4  Tariff Classes

4.1

4.2

Tariff Class Assignment

(@)

(b)

(€)

(d)

The Service Provider will assign each Delivery Point that receives a Haulage
Reference Service with a Tariff Class in accordance with the tariff assignment
criteria set out in the Reference Tariff Schedule. The Initial Tariff Classes are set
out in the Initial Reference Tariff Schedule.

The assigned Tariff Class will determine which Reference Tariffs are payable by a
User or to be paid by a Prospective User for receipt of a Haulage Reference
Service at a specific Delivery Point, in accordance with the Reference Tariff
Schedule.

Where a Delivery Point is eligible for more than one Tariff Class in accordance
with the tariff assignment criteria set out in the Reference Tariff Schedule, the User
or Prospective User may nominate in its Request for Service the Tariff Class to
which it wants its Delivery Point assigned. The Service Provider may refuse such
a nomination by a User or Prospective User if it does not consider the Delivery
Point to be eligible for the Tariff Class nominated.

On request, a User or Prospective User must provide the Service Provider with
sufficient information to enable the Service Provider to apply the tariff assignment
criteria set out in the Reference Tariff Schedule and assign each Delivery Point
that receives a Haulage Reference Service with a Tariff Class.

Tariff Class Re-assighment

(@)

(b)

()

The Service Provider may re-assign a Delivery Point to one or more different Tariff
Classes in accordance with the tariff assignment criteria set out in the Reference
Tariff Schedule at any time where:

0] the Delivery Point has previously been wrongly assigned to a Tariff Class;
(i)  the Delivery Point no longer qualifies for the assigned Tariff Class; or

(i)  the Tariff Class has been withdrawn.

A User may request re-assignment of a Tariff Class for the Delivery Point:

0] at any time if it can demonstrate to the Service Provider's reasonable
satisfaction that there has been a change in Energy requirements of an end
customer(s) who is supplied with, and consumes, Energy at the premises
served by the Delivery Point, in which case re-assignment may be
requested based on that change; and

(i)  for any other reason, but not more than once a Year in respect of the same
Delivery Point.

The Service Provider will determine a User’s request for re-assignment of a
Delivery Point in accordance with the tariff assignment criteria set out in the
Reference Tariff Schedule. The Service Provider will inform the User of its
decision in respect of the request for re-assignment. If the Service Provider
decides not to re-assign a Delivery Point or decides to re-assign a Delivery Point
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to a Tariff Class other than that proposed by the User, the Service Provider must
inform the User of its reasons for the decision.
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5 Return on debt

5.1 Return on debt formula

The return on debt for each Financial Year of the Access Arrangement Period is to be
calculated as follows:

(a) For Financial Year 2015-16: kd2015.15 S R2015-16;
(b)  For Financial Year 2016-17: kdzo16.17 = (0.9 X R2p15.16) + (0.1 X Ry016.17) :

(c) For Financial Year 2017-18: kd,g17.18 = (0.8 X R2g15.16) + (0.1 X Ryp16.17) + (0.1 X
R2017-18) ;

(d) For Financial Year 2018-19: kd,g15.19 = (0.7 X R2g15.16) + (0.1 X Ryp16.17) + (0.1 X
R2017-18) + (0.1 X R018.19) ;

(e) For Financial Year 2019-20: kd,g19.20 = (0.6 X R2g15.16) + (0.1 X Ryg16.17) + (0.1 X
R2017.18) + (0.1 X Rap18-19) + (0.1 X Rap19.20),

where:

kd; is the return on debt for Financial Year t of the Access Arrangement Period,;

and

R; is the annual return on debt observation for each Financial Year t of the Access
Arrangement Period (other than Financial Year 2015-16), calculated in accordance
with section 5. For Financial Year 2015-16, R, = 4.28 per cent.

5.2 Calculation of the annual return on debt observation

(@) The return on debt observation for each Financial Year will be calculated by
automatic application of the following formula. This requires three stages:

0] the adjusted RBA estimate
(i)  the adjusted BVAL estimate

(i) the final estimate—where the AER combines its implementations of the RBA
estimate and the BVAL estimate.

(b)  These formula steps relate to the approach specified in the AER’s Final Decision .
In the event that data availability changes during the access arrangement period,
the formulas below will change to reflect the contingencies set out in section 5.4.

Calculation of the adjusted RBA estimate

(c) Download RBA table F3—'Aggregate measures of Australian corporate bond
yields' from the RBA website.

(d)  From this file, download the 7 and 10 year 'Non-financial corporate BBB-rated
bonds—Yield' entries for dates:
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(e)

(f)

(9)

(h)

(i)

()

(k)

()

® from the most recent published RBA date prior to the commencement of the
nominated averaging period for debt

(i)  to the first published RBA date following the conclusion of the nominated
averaging period for debt

(i) all published dates between i. and ii.

Download, from RBA table F16—'Indicative Mid Rates of Commonwealth
Government Securities - 2013 to Current’, daily yields on CGSs for dates within
the service provider's averaging period.

Linearly interpolate between the two nearest bonds straddling 7 years remaining
term to maturity, and the two nearest CGS bonds straddling 10 years remaining
term to maturity. This should be done using the following formula:

(l) yield interpolated = yield lower straddle bond + (yield upper straddle bond ~ yield lower

straddle bond) * (date 10 years from interpolation date ~ maturity date lower straddle bond) /
(maturlty date upper straddle bond ~ matU”ty date lower straddle bond)-

Linearly extrapolate the published RBA 10 year yield (from step 5.2(d)) from its
published effective term to an effective term of 10 years using the formula in
schedule 8—clause 1.1.

Linearly extrapolate the published RBA 7 year yield (from step 5.2(d)) from its
published effective term to an effective term of 7 years using the formula in
schedule 8—clause 1.2(b).

Subtract from the extrapolated 10 year RBA yield on each publication date the
interpolated CGS vyield on that date. For the 10 year term, use the RBA series as
adjusted in step 5.2(g). These are the adjusted RBA 10 year spreads.

Obtain daily RBA spread estimates by linear interpolation of the adjusted RBA
spreads (from steps 5.2(g) and 5.2(h)) for both 7 and 10 year terms between the
published dates identified in step 5.2(d). Use the adjusted RBA spread estimates
as calculated in step 5.2(i). This should be done using the following formula:

(l) Spl’ead interpolated = Spread first straddling publication date + (date interpolation ~ date first
*
straddling publication date) (Spread second straddling publication date ~ Spread first straddling
publication date) / (date second straddling publication date ~ date first straddling publication date)

If the annual return on debt estimate must be finalised before a final published
RBA month-end estimate is available, hold the last observed RBA spread constant
to the end of the averaging period.

Add to these daily spreads (from step 5.2(j)), daily interpolated estimates of the
CGS (from step 5.2(f)) for all business days in the service providers averaging
period. Specifically:

0] add the 7 year interpolated CGS estimates to the 7 year interpolated RBA
spreads. These are the interpolated RBA daily 7-year yield estimates.

(ii) add the 10 year interpolated CGS estimate to the 10 year interpolated RBA
spread. These are the interpolated RBA daily 10-year yield estimates.
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5.3

54

(m)

(n)

(0)

(P)

(@)

(r)

(s)

(t)

Convert the interpolated daily yield estimates (from step 5.2(l)) to effective annual
rates, using the formula:

® effective annual rate = ((1 + yield / 200)? - 1)*100

Average the yield estimate for the 10 year RBA yield estimate over all business
days in the service provider's averaging period. This is the adjusted RBA estimate.

Calculation of the adjusted BVAL estimate

For dates after 14 April 2015, download the 10 year Corporate BBB rated
Australian BVAL curve (BVCSAB10). For dates before 14 April 2015, download
from Bloomberg the 7 year Corporate BBB rated Australian BVAL curve
(BVCSABO7 index) for all business days in the Service Provider's averaging
period.

For dates before 14 April 2015, add to the 7 year yield the difference between the
7 and 10 year daily RBA adjusted yields (as calculated in steps 5.2(g) and 5.2(h)
of the RBA process). This is the extrapolated daily estimate of the BVAL 10 year
yield.

For all dates, convert the 10 year yields into effective annual rates, using the
formula:

® effective annual rate = ((1 + yield / 200 )2 - 1)*100

Average the extrapolated daily estimates of the BVAL 10 year yield over all
business days in the service provider's averaging period. This is the adjusted
BVAL estimate.

Final estimate

Take the simple average of the adjusted RBA estimate (from step 5.2(n) in the
RBA data section) and the adjusted BVAL estimate (from step 5.2(r) in the BVAL
data section). This is the annual estimate of the return on debt.

For the purposes of clause 5.2, business day means a day other than a Saturday,
Sunday or a day recognised as a national public holiday or a public holiday in
NSW.

[DELETED]

Annual return on debt observation where relevant data not available

For any Financial Year of the Access Arrangement Period, with the exception of the
Financial Year 2015-16, for which an annual return on debt observation cannot be
calculated in accordance with clause 5.2, due to changes in data availability, adjust the
approach in accordance with the contingencies as follows:

Event Change to approach

Either the RBA or

The AER will estimate the annual return on debt
Bloomberg ceases

using the remaining curve.

publication of Australian
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Event

Change to approach

yield curves that reflect a
broad BBB rating.

A different third party
commences publication of
a 10 year yield estimate.

The AER will not apply estimates from a third
party data provider that it has not evaluated and
included during the determination process. The
AER will consider any new data sources in
future determinations.

Either Bloomberg or RBA
substitutes its current
methodology for a revised
or updated methodology.

The AER will adopt the revised or updated
methodology. Then, at the next regulatory
determination, the AER will review this updated
methodology. As noted above, the AER would
also review any new data sources.

Bloomberg reduces the
maximum published
BVAL term from 7 years

If Bloomberg still publishes the BVAL curve to 5
or more years, the AER will extrapolate the
BVAL curve from the longest published term
using the 5 to 10 year yield margin from the RBA
curve. The AER has adopted this approach for
the period from 15 September 2014 to 3
November 2014 where the 7 year BVAL curve
was unavailable.

If Bloomberg no longer publishes the BVAL

curve to 5 years, the AER will rely entirely on the
RBA curve.

The RBA ceases
publication of a 10 year
yield estimate.

If the RBA ceases publication of a 10 year yield
estimate, the AER will extrapolate the RBA
estimate to 10 years using:

o if available, the margin between spreads in
the Bloomberg curve,1 from the RBA's
longest published effective term to 10 years

otherwise, the actual CGS margin from the
RBA's longest published estimate to 10 years,
plus the average DRP spread for the same term
margin over the last month prior to the end of its
publication.

Bloomberg increases the
maximum published
BVAL term from 7 years.

If the longest published term is between 7-10
years, the AER will extrapolate it to a 10 year
term using the corresponding margin from the
RBA curve.

If the longest term is 10 or more years, the AER
will apply the 10 year BVAL curve un-
extrapolated, but still adjusted to be an effective
annual rate.

The RBA commences
publication of daily
estimates.

The AER will cease interpolating the RBA
monthly yields. Instead, the AER will estimate
both the RBA vyield and the RBA year

Specifically, the spread to CGS.
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55

5.6

5.7

5.8

Event Change to approach

extrapolation margin (used with the BVAL curve)
using these daily estimates.

Either Bloomberg or the The AER will adopt the BBB+ or utilities curve in
RBA publishes a BBB+ or | place of the provider's existing curve, on the
utilities specific yield basis that it is a closer fit to the AER’s

curve. benchmark efficient entity.

Averaging periods

(&) The averaging periods specified in confidential appendix J of attachment 3 of the
AER’s Final Decision must be used for the purposes of calculating the annual
return on debt observation for each Financial Year of the Access Arrangement
Period,

[DELETED]

[DELETED]

Notification and AER determination of the annual return on debt observation

(@ Inthe ‘Inputs|Costs’ sheet of JGN’s revenue model, update the relevant cell to
reflect the updated return on debt estimate (kd,). This is:

(l) kd2016_17: Cell 0240
(i)  kdao17-18: Cell P240
(lll) kdso18-19: Cell Q240
(lV) kdsg19-20: Cell R240.

(b)  Then, set all subsequent estimates equal to the most recently updated return on
debt value. For example, when updating the return on debt portfolio for kd,p17_1s,
update the cells for 2018-19 (Q240) and 2019-20 (R240) so they are equal to
kdz017-18 (P240).

(c)  On the ‘Calc|X factor’ sheet of JGN'’s revenue model, update the relevant X factor
as follows:

0] kdso16-17: ‘Solve year 2’
(ii) kdsg17_18: ‘Solve year 3’
(i) kdzo1g_19: ‘Solve year 4’
(iv)  kdao19-20: ‘Solve year 5'.

(d)  The AER will notify JGN of the updated Return on Debt and X factor within 15
business days after the end of JGN'’s averaging period.
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5.9 [DELETED]

5.10 [DELETED]
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6 Speculative capital expenditure and investment policy

6.1 General

(@ If, during the Access Arrangement Period, the Service Provider makes capital
expenditure (in whole or in part) that is non-conforming capital expenditure under
the National Gas Rules, it may:

® recover the amount of the expenditure in full or in part by means of a capital
contribution by a User or Users; and/or

(i) notify the AER that it proposes to recover the amount or part of the amount
of the expenditure by means of a surcharge to be approved by the AER,

in accordance with the National Gas Rules.

(b)  To the extent that the amount of the non-conforming capital expenditure is not to
be recovered pursuant to clause 6.1(a) above, the Service Provider will add that
amount to its speculative capital expenditure account in accordance with the
National Gas Rules.
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7 Queuing policy

7.1

Forming a queue

(@)

(b)

(€)

(d)

()

Where the Service Provider receives a Request from a User or Prospective User,
and there is insufficient capacity to satisfy the Request, a queue will be formed.

A queue will include all relevant Requests which cannot be satisfied. When the
queue is formed, the following priorities will apply:

® where an offer to provide a Service has been made in response to a
Request received prior to formation of the queue, that Request will take first
position in the queue;

(i) where a number of offers have been made in response to Requests
received prior to the formation of the queue, those Requests will take
positions in the queue according to the Priority Date of those Requests on a
“first in, first served” basis, and will be ahead of any Requests for which
offers have not been made at the time of the formation of the queue;

(i)  other Requests made before the formation of the queue will take their
positions in the queue according to the Priority Date of those Requests, on a
“first in, first served” basis, but subject to clauses 7.3 and 7.4 and behind
any Requests described in clauses 7.1(b)(i) or 7.1(b)(ii) above;

(iv)  subjectto clauses 7.3 and 7.4, requests made after the formation of the
queue will take their positions in the queue according to the Priority Date of
those Requests on a “first in, first served” basis.

At the time a Request is placed in a new or existing queue, the Service Provider
will advise a User or Prospective User of:

0] its position in the queue;

(i)  the aggregate capacity sought by Requests which are ahead in the queue;
(i) its estimate of when capacity may become available; and

(iv)  the amount any surcharge that may apply to Developable Capacity.

When the position of a Request changes relative to other Requests which are
ahead in the queue (such as where a Request ceases to be in the queue) or
where the timing of availability of a new tranche of Developable Capacity changes,
the Service Provider will provide revised information to the User or Prospective
User.

Where a Request is made for a Service to a Delivery Point and the Service
Provider is satisfied that the Request is for the same tranche of capacity which is
already provided to another User in respect of that Delivery Point, then the Service
Provider may make that tranche of capacity available in response to the Request
to the extent that the existing User is otherwise entitled to maintain or extend that
tranche of capacity. That Request does not form part of the queue.
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7.2

7.3

Conditions applicable on queue

(@)

(b)

(€)
(d)

(e)

Following a Prospective User’'s Request forming, or being added, to a queue:

® the Prospective User may, by notice to the Service Provider, reduce but not
increase the capacity sought in a Request which is in a queue;

(i)  once every three months, the Service Provider may seek confirmation from
the Prospective User that it wishes to continue with its Request. If the
Prospective User fails to respond within 14 days, the Request will be
deemed to have lapsed.

A Prospective User must advise the Service Provider if it does not wish to proceed
with a Request that is in a queue, which will then lapse.

Any lapsed Request will be removed from the queue and priority will be lost.

A Prospective User may only assign a Request in a queue to a bona fide
purchaser of the Prospective User's business and/or assets, subject to that
purchaser being able to demonstrate, if requested by the Service Provider, its
ability to meet all financial obligations and demonstrate credit worthiness pursuant
to clause 28 of the Reference Service Agreement.

If there is a transfer of a controlling interest in the shares of the Prospective User
that has a Request in a queue, the Service Provider may request that the
transferee of those shares demonstrate its ability to provide security pursuant to
clause 28 of the Reference Service Agreement in the event that an offer of
capacity is made to the Prospective User. In the event the transferee fails to
demonstrate that ability, the Service Provider may deem a Request to have
lapsed.

Procedure when capacity can be made available

When capacity can be made available which meets in full or in part the requirements of
any Request in a queue:

(@)

(b)

()

the Service Provider will advise each of those Users and Prospective Users of its
plans to make capacity available, the capacity that is available, and the terms and
conditions on which the capacity will be available;

the available capacity will be progressively offered to each User and Prospective
User in the queue in order of priority (notwithstanding that such capacity may not
be sufficient to meet the needs of any such User or Prospective User); and

a Prospective User will have 20 Business Days after an offer of capacity is made
to enter into a Service Agreement (conditional, if necessary, on the Service
Provider entering into Service Agreements with other Prospective Users), failing
which:

0] if the offer of capacity meets in full the requirements of a Request, that
Request will lapse and lose priority to those entering into such a Service
Agreement (upon that Service Agreement becoming unconditional);

(i)  if the offer of capacity meets in part the requirements of the Request, the
position of the Request in the queue will be held until capacity that meets
the requirements of the Request in full is available, at which point the
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Request will be prioritised ahead of others in the queue that were received
at a later date.

7.4  Priority of Prospective Users in obtaining Services

(@)

(b)

(©)

(d)

The Priority Date of a Request is the date a complete Request is received by the
Service Provider.

Where the Service Provider determines that two or more Requests relate to the
same tranche of capacity for the same Delivery Point, all those Requests will have
the Priority Date of the earliest of those Requests.

A Request for a Service relating to less than 1 TJ of Gas per annum will have
priority over a Request for a Service relating to more than 1 TJ of Gas per annum.

A Request for the Reference Service will have priority over a Request for a
Negotiated Service.

7.5 Compensation for holding capacity

(@