OFFICE OF THE CHIEF EXECUTIVE

Ref: A1828067
17 January 2014

Mr Chris Pattas

General Manager

Network Operations & Development
Australian Energy Regulator

GPO Box 3131

CANBERRA ACT 2601

Attention: Lawrence Irlam

Dear Chris
AER Draft Category Analysis Regulatory Information Notice (RIN)

Powerlink appreciates the opportunity to provide comment on this matter and understands
that the AER is prepared to consider whether further amendment to the RIN or further
clarification is required in response to submissions on the Draft RIN prior to finalisation
and issue in late February/early March 2014.

Powerlink has a number of overarching concems with the Draft RIN and more specific
issues with the information being requested.

Overarching Issues

Compared to the Benchmarking RIN, Powerlink notes that the Draft Category Analysis
RIN reflects a significant step increase in the level of information and disaggregation
required. Of particular note is that the templates now require disaggregated cost
breakdowns in relation to internal labour costs and compositions, including for stand down
periods, as well as changes for reporting on various contract costs.

The AER considers that the information contained in this RIN is reasonably necessary for
input to publication of its annual benchmarking reports and to assess benchmark capital
and operating expenditure at the time of a regulatory determination.

From Powerlink’s perspective, the information request is onerous and there is a potential
inability to meet the AER’s full requirements in the required delivery timeframe of 31 May

2014.
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This is driven by three related issues:

o the absence of information of the precise nature and form required by the AER;
e the extremely onerous basis of preparation requirements; and
¢ the ability to meet the required audit requirements.

Each of these matters is discussed in more detail below.

Current Business Information Systems

Powerlink does not currently and has not historically collected or disaggregated some of
the requested information at all. For the most part, Powerlink’s systems do not record and
from a business management requirement have not been necessary to record the
requested information broken down into the very specific and detailed manner that the
AER has requested in the RIN data templates. To complete the data templates, it will be
a manual, resource intensive, time consuming and costly exercise for Powerlink, which

the AER has acknowledged.

Like a number of other businesses, Powerlink will need to spend significant time and effort
to consider how to reasonably meet the AER’s RIN requirements. This will include an
assessment of what information Powerlink’s current systems provide that could potentially
be used, how this information could be transformed (if at all) to provide the required output
(including allocation or estimation principles or rules), what gaps in the data remain and
how these gaps could potentially be filled. This is even before staff attempt to test the
robustness of the output and commence documenting the basis of preparation material
required by the AER to ensure that review, audit and certification requirements can be

satisfied.

Basis of Preparation

The AER'’s Draft RIN requires that Powerlink prepare and comply with its specific
preparation requirements. Among other things, these require that additional workbooks

be prepared which:

— demonstrate how the information provided is consistent with the RIN;

— explain the source of the information;

- explain the methodology applied and assumptions made in developing the data; and

— explain the circumstances where Powerlink cannot provide input for a variable using
actual information and the basis for that estimate.

Powerlink accepts that material should be provided to explain how the data was derived or
prepared. However, it is not clear to Powerlink that the AER fully appreciates the length of
time it will take to complete the supporting workbooks themselves to the level required.
An important element in this regard is the need to reconcile capital and operating cost
information by project, in total and to Powerlink’s statutory accounts.

Audit Requirements

The AER has set out audit and review requirements for both actual and estimated
financial and non-financial information.
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Powerlink has discussed the AER'’s audit requirements with KPMG, the auditor engaged
by Powerlink for the RINs. The discussions with KPMG confirm that the AER’s audit
requirements will be onerous and will take significant resource effort and time to complete.

Powerlink’s advice is that the required audits/reviews may take several months in addition
to the initial data collection and collation. Given that the AER does not expect to issue its
Final Category Analysis RINs until late February/early March 2014 and the RINs must be
lodged with the AER by end May 2014 (ie. within 3 months of finalisation), Powerlink is
extremely concerned that this leaves an unreasonably short time for internal preparation
and review before subjecting to formal review/audit, and practically leaves little or no
scope for amendment or refinement afterward.

Specific Issues

Comments regarding specific issues with the information requested are in the Appendix.

Conclusion

To be clear, Powerlink understands and does not dispute the intended purpose of the
information being requested under the RIN. However, in the interests of ensuring that
Powerlink (and other businesses) are afforded sufficient reasonable time to properly
prepare and review this very detailed information prior to submission to the AER,
Powerlink strongly encourages the AER to take a more pragmatic approach to the timing
of when this should occur, the level of detail being requested and to the level of audit

certification required.

To this end, Powerlink proposes that it would provide provisional data by 31 May 2014,
and audited data by 31 July 2014.

In the event the AER maintains its current position, which we have noted is unreasonably
short, Powerlink reserves the right to resubmit its historical data if there are subsequently
found to be material concerns. For example, where Powerlink has applied an allocation
principle that was later determined to be materially less appropriate than an alternative.

In relation to the level of audit certification required, Powerlink proposes to schedule a
teleconference (including its auditors KPMG) so that the AER can fully understand its
proposed audit requirements and consider a less onerous alternative that may still deliver
the level of confidence the AER would require at lower administrative cost to all business.

If you have any queries in relation to this matter, please contact Maurie Brennan
(07 3860-2715) or Jennifer Harris (07 3860-2667).

Yours sincerely

Mg Yok

Merryn York
CHIEF EXECUTIVE
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