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1. EXECUTIVE SUMMARY

A comprehensive financial model containing details of revenues from each
market segment applicable to the corresponding capital cost of the required
infrastructure has been constructed by PricewaterhouseCoopers. This model,
due to its numerous opticns allows for almost unfimited scenarios to be created.

Negotiations have been conducted with those uliiities and energy suppliers
responsible for the haulage and provision of natural gas from both New South
Wales and Victoria. From these discussions key assumptions have been
included in the model so as to produce an early result. (Due to the complexity of
supply options, these negotiations will continue, :
only being completed when a supply agreement is signed with the proposed

ethanol plant).

Capital costs have been estimated following a site visit to the region and having

regard to recent pipe iaying costs. Items such as crossing the Murray River and
Environmental Impact Statements have been provided with allowances without
sife inspections. '

Delivery charges for each of the market segments have been set at levels simitar
to those paid for transmission and network charges in other reg ions.

This project is dominated by the r;iatively very large energy requirement of the
proposed ethanol plant when compared to the other loads. Therefore the
delivery charges for Australian Bio Fuels have been estimated soas to be similar
to those being proposed for other such plants in ather regions.
Sensitivities have been included in the model for-

e Capital {(due to route selection}

s+ Growth Rate

e Delivery Charges

e Operating Costs

e Discount Rate

e Residual Value
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The mode! conciudes that the supply from NSW is far superior to supply from
Victoria (due to twice the distance to Victoria, lower available pipeline pressures
and the Murray River crossing).

Supply from NSW can produce internal rates of return of greater than 12% for the
project provided Australian Pipeline Trust does not require a capital contribution
for the Riverina pipeline augmentation.

Negotiations with APT will take scme time to conclude as they are conducting
detailed investigations. Early discussions indicate that the additional load for the
Riverina pipeline may pay for the additional compression at the Burnt Creek

offtake (6 km from Junee).

However in the model an allowance of $4 million for additionat cdmpression has
been included in route option 4. This additional capital requirement had the
effect of reducing the IRR from an acceptable 12.46% to and unacceptable
8.82%.

The conclusions from this modeling include:-

NSW is a more viable supply option. :
Capital costs of more than $10 million begin to adversely effect the project
viabifity

s The ethano! plant would praduce more than 85% of the pipeline revenue
at $0.70 per Gj and therefore the supply agreement for that plant is critical
to the project.

The modeling shows that under certain assumptions the project could be viable,

To further progress the possibility of consfructing the project the following needs
o be undertaken:-

o Talk to potential infrastructure owners including:-
o APT ‘
o AGL
o Origin Energy
o Murrumbidgee Shire Council (stand alone)
s Hold preliminary negotiations with Australian Bio Fuels regarding
delivery charges
s Decide whether the project will be stand alone or offered as an
incremental business to an existing energy organization.
s Continue the negotiations with APT
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Current Situation (May 2003}

The Federal Government has decided to extend its subsidy of ethanol as-a fuel
additive for the next five years, before the subsidy is gradually reduced from
2008 to 2012. : '

Discussions with ethanol plant proponents in other areas of Australia advise this
decision should give them the surety to continue with their projects and it could
be expected the same situation would apply to the Coleambally project.

AGL Energy Sales and Marketing have pkovided a quotation to supply natural
gas ex the Yoogali take off (copy attached) at a price of $3.277 per Gj variable
and $73,368 per month fixed for year 1 ranging to $84,433 per month fixed for
year 3.

Depending on the MDQ and ACQ this should transiate to a price of
approximately $4.219 over the period. With a total delivery charge of $0.90 per

Gj for the new proposed pipeline and network, the new ethanol plant could

expect to purchase gas in the $5.20 to $5.50 per Gj range depending on their
negotiations with a gas supply agreement.

The price quoted by AGL does not allow for any Riverina pipeline upgrade or
additional operating and maintenance costs associated with the increased load

which APT may charge them.

Advice from APT (copy attached) indicates an additional $4 milion in capital
costs and $175,000 per annum in operating and maintenance cost will be
incurred in supplying the additional foad.

APT are yét to set a new haulage tariff due to these costs, however the final price
for gas delivered to Coleambally for the ethanol plant should be similar to gas
price quotations being obtained by other plants in NSV,

2. PROJECT BACKGROUND

Natural gas arrived in September 1893 via the new Riverina Pipeline to the City
of Griffith, the pipeline also supplied the towns of Junee, Coolamon, Narrandera

and Leeton.

Investigations into extending the supply to Darlington Point at this stage were
completed and this work was intended to co-incide with the development of

agricultural product processing in the area.
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Unfortunately the construction of new plant did not oceur in Darlington Paint but
tended to develop close to Griffith where a natural gas supply existed. Due to
the lack of industrial load the natural gas network supplying Criffith failed to
extend further south than Willbriggie.

With the load increasing particularly from industrial customers around Griffith the
secondary main running to Willbriggie is now approaching its delivery potential,
and would have difficulty in supplying any meaningful load at Darlington Point
and be completely inadequate to supply Coleambally.

Even if it were physically possible to supply further to the south from Wilibriggie
the capital cost associated with the existing network upgrade and extension
when compared to the relatively small load makes the project uneconomic.

Since 1993 there also have been major changes to natural gas transmission and
distribution regulations that has tended to restrict the development of new
greenfields projects.

Recently in 2002 Australian Bio Fuels Pty Ltd. Contacted Murrumbidgee Shire
Council seeking details for the supply of a considerable volume of natural gas to
a proposed ethanol plant to be constructed at Coleambally approximately 67
kilometers south of Griffith.

This plant combined with the existing domestic, commercial and industiial load at
Dartington Point and Coleambally could now make this project viable.

Provided a certain gas price delivered to the new ethanol plant was fow enough
to make the plant viable but high encugh to provide revenue to a new delivery
system running from Coleambally to Griffith also to be viable, then the supply of
natural gas to Darlington Point and Coleambally, sought since 1993 could now

prove to be an economic reality.

Because of its high volume requirements the ethanol plant is directly linked to the
new delivery system and the success of one is dependent on the other, the
advantage of this to a potential owner, operator of the delivery system is that a
suitable natural gas contract to this foundation customer can provide volume
surety to underwrite the pipeline network project.

Although the ethanol plant is very large compared to the other icads, ali existing
loads have been included in the delivery system design and in the financial
modeling carried out by PricewaterhouseCoopers.
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3. SYSTEM DESIGN LOADS

SYSTEM DESIGN LOADS

Locatian " Markei ACGQ Ti/A LoadFactor  Me/nr
Datlington Pairt  Domestic 84 7 176.6
I & C Tarift 12 4 14.4
-------- Contract 17 2 1024
Total 268. 2021
Coleambally Domestic 59 7 124
- 1& C Tariff 39 4 46.86
Contract 1026 2 5164.38
Totat 1037 £335.24
Murrumbidgee  Total 10834 §628.34
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4. NATURAL GAS SUPPLY FROM NSW
Preliminary Transmission Design

The closest existing natural gas supply to Darlington Point and Coleambally is
the Australian Pipeline Trust's Riverina pipeline terminating at the Yoogali trunk
receiving station, approximately 4 kilometers east of Griffith. An exact route to
Darlington Point and Coleambally is yet to be determined and an environmentat
impact statement will be required as part of the proposed Murrumbidgee pipeline
licencing process. However early site assessment indicates very good laying
conditions with an expected run of approximately 87 kilometers.

Discussions with Australian Pipeline Trust indicate that they would be able to
supply the required 1,083 Tj.

Australian Pipeline Trust also advises that their current contract minimum
pressure at Yoogali is 1750 kpa however 2750 kpa may be available. The higher
supply pressure wouid be of great assistance in reducing the capitai cost of the
pipeline (Yoogali to Darlington Point could see the pipeline diameter reduced
from 200 NB to 150 NB}.

Both these options will be used in the financial models but will need fo be
confirmed in the final gas supply contract with Bio Fuels together with their
proposed ACQ, MDQ and MHQ (Annual Contract Quantity, Maximum Daily
Quantity and Maximum Hourly Quantity.}

Prefiminary Network Design

Darlington Point and Coleambally townships will be reticulated with a 500 kpa PE
distribution system laid on one side of all developed streets. A backbone main of
7Smrn and 50 mm PE will run through each town with 40mm PE mains forming &
matrix over the remainder. Customers will be connected via short and long

services.

Approximately length of mains.

5000 M 75mm PE 500 kpa
5000 M 50 mm PE 500 kpa
15,000 M A0mmPE 500 kpa
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5. NATURAL GAS SUPPLY FROM VICTORIA

Preliminary Transmission Design

in Victoria the closest natural gas pipeline is Gasnet's Chiltern Valley pipeline
terminating at Koonoomoo approximately 151 kilometers from Dariington Point
and approximately 118 kilometers from Coleambally. To supply both these
towns would require a pipeline from Coleambally to Koonoomoo and a PE lateral
from Darlingten Point to Coleambally. Envestra do have a secondary main
running 31 kilometers from Koonoomoo to Finley this may be able to be
upgraded to save some of the distance, but investigations at this stage suggest
this may be too expensive.

Gasnets principal engineer advises that the Koonoomoo offtake is capable of
delivering 8.4 Tj/day with 3.9 Tj/day uncommitted. While this would appearto be
sufficient for the Murrumbidgee needs the minimum supply pressure is only 1400

froman

This lower supply pressure means the steel pipeline from Kocnoomoo fo
Coleambally would need to be a combination of 250 NB and 200 NB overa 118
kilometer length this pipeline would be more than double the cost of the NSW
pipline, pius the requirement for the 33 kilometer PE lateral.

Preliminary Network Design

Darlington Point and Coleambaily townships will be reticulated with a 500 kpa PE
distribution system laid on one side of all developed streets. A backbone main of
75 mm and 50 mm PE will run through each town with 40 mm PE mains forming
2 matrix over the remainder. Customers will be connected via short and long

services.

The supply from the Coleambally TRS to the Darington Point DRS will be via a
34 km 1050 kpa 100 mm PE main.

Approximate iength of mains:-

. 34000M 110 mm PE 1050 kpa
5000 M 75 mm PE 500 kpa
5,000 M 50 mm PE 500 kpa

15,000 M 40 mm PE 500 kpa
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VATERHOUSH( ¢

PricewaterhouseCoopers
ABM 52 780 433 757
24 March 2003 215 Spring Street
MELBOURNE VIC 3000
GPO Box 13310
. MELBOQURNE VIC 3001
Mr David Adatﬁ ) DX 77 Melbourne
Infrapro Pty. Limited Australia
PO Box 112 www.pweglobal com/au
W - Telephone 61 3 8603 1000
BOWRAL NSW 25 76 Facsimile 61 3 8603 6444
Dear David

Modelling of Gas to Murrumbidgee Shire

As requested PricewaterhouseCoopers (PwC) has prepared the attached mode! which
analyses the cost and revenues associated with the provision of gas fo Murrumbidgee Shire
from the existing transmission systems. The model allows a number of different scenarios to
be reviewed.

Features of the model are:

> information and options may only be entered in the yeliow cells. The rest of the .
model is protected;
» all figures and interest rates are expressed in real terms.

We understand is intended for use by yourself and the Murrumbidgee Shire.

All base data used in the model has been provided by yourself including information relating
to unit costs, customer numbers, average usage and pipe diameters and lengths.
PricewaterhouseCoopers has not reviewed these assumptions and expresses no opinion on

their reasonableness or otherwise.

Data may be entered in the yellow shaded cells to undertake sensitivity analysis however
PricewaterhouseCoopers must undertake all model coding changes and data mput outside of

. the yellow shaded cells. This applies unless specific authorisation is given by

PricewaterhouseCoopers for other parties to aiter the model coding and data input or output.

Tn using the model, it should be noted that the residual value calculation is based on the
value of the cash flows in year 20 occurring in perpetuity. To the extent that this approach
will exclude capital expenditure that may be required to replace or repair the system, the
residual value may therefore be overstated slightly.



CEVVATERHOUSE{ COPERS

Limitations on Liability

This model has been subject to normzl checking procedures but has not been formally
audited by PricewaterhouseCoopers. Recipients should therefore carry our their own due
diligence. No representation, warranty or undertaking (expressed or implied) is made in
relation to the model. No responsibility is taken or accepted by PricewaterhouseCoopers for
the adequacy, completeness, mathematical accuracy or consistency of the model, the
assumptions on which it is based, or the appropriateness of any outputs of the model, and all
liability therefore is expressly excluded. Anyone using the model does so at their own risk
and no responsibility is accepted for any losses which might result from such use directly or

indirectly.

Please contact Paul Liggins on 03 8603 4172 if you have any queries on this model.

Yours sincerely

oA

Robert Southern
Partner
Economic and Regulatory Studies Unit
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fnvestigahion. Engineanng & Management of Finehne & Enery Projects.

@ Capital Project Services Pty Lid

8 March 2003

Mr David Adam,
Infrapro Pty Limited,
PO Box 112,
Bowral, NSW, 2576

Dear David,

Pipe Sizing for alternate gas supply options-
Murrumbidgee Shire.

| have studied the data and supply options you provided for a natural gas supply
to the townships of Darlington Point and Coleambally from both the NSW
Australian Pipeline Trust and the Victorian GasNet pipeline systems.

The results are tabuiated on the attachmenis (2) to this
explanatory.
Unfortunately it would appear, because of the low inlet pressure available in

cornbination with & much greater pipeline length, that a supply from Victoria
would be prohibitively expensive compared with that from NSW.

| trust that *his data is sufficient for you at this time. If you have any further
queries 1 would be pieased to carry out detailed analysis and provide further

advice as necessary.

Yours faitrhfully,

D e

E.T. Davis
FIE (Aust). CPE

 Attached:-

Gas load and pipslines sizing tabulations.

19 Careebang [d, Frenchs Forest, NSW 2088, Austratia ACN QT4 714 248 ABM 16 74 714 248

Phene 07 9975 1181 Fax: 02 9975 1701 Mobile: 0412 053 3:54‘
Frait ettsvisddbionond corm



COMMERCIAL IN CONFIDENCE

Yoogali Takeoff

Yoogali

AGL Energy Sales & Marketing Limited Indicative Gas Supply Price

ACQ 990 T}
MDQ 3550 GI
MHO 252 G

Commencement Date 1/08/2004
Termination Date 317072006

Term 24 months plus extension, if any, in accordance with clause 11
Gas Supply Price
Variable Charge §3.277 /G
Fixed Charge and Network Charge ($/mth)
Period Starting Fixed Charge Nerwork Charge

1/08/2004 £72,368 /mth ‘At Cost on the ahove MDIQ and ACQ

1/01/2005 $77,739 /mth *At Cost on the sbove MDQ and ACQ'

1/51/2006 $83,433 /mth At Cost on the sbove MDD and ACQY
Parties

Customer; Yoogali Takeoff ABN 0
oft Yoogali

Supplier: AGL Energy Sales & Marketing Limited ABN 18 076 092 007
of 181-187 First Avenue, Five Dock NSW 2046

Offer
Supplier offers to supply gas to the Customer on the terms and conditions set out below

Offer Terms and Conditiens

the MDD, MHQ and ACE.

[

variation, the relevant quartity(s) shall be varied as requested and the variatio

the Supplier shall apply.

3 : .

Decreases i MD(Q must be notified at least two months prior 10 the commencement of the Contract Year.

4. Varishle Charges arc escalated at 100% of CP1 at 1 January of cach year. CPI is defined in clsuse 12.

5. Overrun charges will apply according to the Supplier’s overrun procedurs as notified to the Customer
in Schedule 2

6, The Cusfomer must pay a minimum bilf of 80% of ACQ gach Contract Year.

7. Prices are exclusive of Goods and Services Tax {GST). G8T will bein addition to the prices quoted.
Any new or varied fees, taxes, imposts or levics will be passed on at cost. Such new fees and taxes
inciude but are not resiricted to Goods and Services Tax, Greenhouss or Carbon tax.

8. The offer reference date is: 10172003 4

9. The offer is open until 5 pm on: - 25/G4/03.

Prmted Date, 11042003

The offer price is based on the MDQ, MHQ and ACQ set out above and the Customear must not take Gas in excess of

The Customer may request a variation to the MDQ, MHQ and'or the ACQ. The Supplier will adviss the Customer in
writing of any change i the Gas Supply Price or other terms and conditions. 1f the Customer accspts the proposed
n in the Gas Supply Price as notified by



David Adam

~ From: <psydney@pipelinetrust.com.au>
To: <dadamburradoo@bigpond.com>
Sent: Monday, 12 May 2003 9:38 AM.

Subject:  Coleambally Project

Agility Management are proceeding with their assessment of the capital and
operating costs for the Coleambally project. While there are no firm

- details of the costs at this stage, my understanding is that the capital
costs required will be in the order of $4m with operating and maintenance
costs of the order of $175,000 pa.

You wilt appreciate that these are still considered provisional estimates
at this stage and we will not be able to obtain firmer figures from Agility
- until a work and revenue agreement has been completed.

1 will be using this order of costs to assess likely tariff costs based on
gas receipts from Moomba and Culcaimn. I look forward to maintaining close
contact with you on this project.

Regards

Peter Sydney

Marketing and Financial Analyst

Australian Pipeline Trust

Level 5, Airport Central Tower 241, O'Riordan St., Mascot NSW 2020
Ph: 02 969 30003

fax; 02 8339 0005

email: psydnevi@pipelinetrust.com.au

1.2/03/03



Cosima Marriner

The Government has decided to ex-
tend its subsidy of the controversial
fuel additive ethanol for the next five
years, before gradually reducing the
production grant.

As part of awider reform of the fuel
tax system, it will continue the exist-
ing ethanol subsidy when it expires on
September 18. The 38 cents a litre
production grant will be extended un-
til June 30, 2008 Extending the sub-
sidy will cost taxpayers $195 million
over the next four years.

The production grant will be gradu-
ally reduced in five equal annual instal-
ments between 2008 and 2012, These
new arrangements will apply to both
domestic and imported ethanol.

The Government will set a new ex-
cise rate that will apply to ethanol on
July 1, 2012. To simplify the fuel tax
system, it will also introduce taxes for
liquefied petroleum gas, liquefied natu-
ral gas and compressed natural gas on
July 1, 2008. The final excise rates will
be determined later this year, based on
the energy content of the fuels,

The excise will be introduced in five

equal annual stages between 2008
and 2012.

Environmentally friendly diesel, or
biodiesel, will be tazed at 38 cents a
litre from September 18 this year, but
as with ethanol, the excise will be off-
set by a subsidy until 2008, This will
cost taxpayers $234 million over the
next four years. Like ethancl, the

‘biodiesel grant will be phased out be-

tween 2008 and July 1, 2012, w
new excise rate is introduced, T
courage.the adoption of uitra-lor
phur diesel, the Government will
the tax on regular diesel by a ¢
litre on July 1, and the same agair
January.

The Government sald the highe
rol prices created by the new taxes
the cost consumers would have ta
for cleaner fuel Acknowledging
phght of droughr-affected farmen
Government will increase the off
grant rate by $18 million under it
ergy Grants {Credit) Schetne.

“The reforms will establish a |
and more transparent fuel excise
tem with improved comipetitive
trality between fitels,” Mr Costello

“They will provide the opporn
for currently untaxed fuels to esta
their commercial credentials in
marketplace.”

To boost consumer confidenc
ethanol-blended petrol, the Gos
ment capped the level of ethanc
lowed in petrol at 10 per cent
month. Itis developing an ethanol
standard and made labelling of ¢
nol content at the bowser manda



