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AusNet is initiating this Regulatory Investment Test for Transmission (RIT-T) to evaluate options to manage the risks
posed by deteriorated 500kV insulators in the Gippsland region. Publication of this Project Specification Consultation
Report (PSCR) represents the first step in the RIT-T process.

Wider context - This RIT-T is part of a wider insulator replacement program

The investment need is to address the risks posed by deteriorated 500kV insulators in the Gippsland region has been
included in AusNet's revenue proposal for the 2027-32 regulatory period as part of a wider insulator replacement
program. The 500kV insulators in the Gippsland region have been prioritised over other insulators in the wider insulator
replacement program due to their accelerated deterioration and the timeliness to meet the investment need.

AusNet will undertake subsequent RIT-Ts for the remaining insulators in the wider replacement program. Given the
estimated size of the wider insulator replacement program, AusNet will fulfill all the RIT-T requirements for projects
greater than $103 million for each insulator replacement RIT-T. This includes preparing the Project Assessment Draft
Report (PADR), conducting sensitivity analysis and proposing one or more relevant RIT-T reopening triggers.

Network and asset context

The two 500kV fransmission lines from Hazelwood Terminal Station (HWTS) to South Morang Terminal Station (SMTS)
(HWTS-SMTS No. 1 and HWTS-SMTS No. 2) transport power generated in the Gippsland region to the load in Melbourne
over 100km away. Thus, these lines are crucial to the secure and reliable power supply in Victoria.

The deteriorated 500kV insulators on these HWTS-SMTS lines present a credible and escalating network and public
safety risk. These insulators exhibit advanced corrosion, materially increasing the likelihood of failure, consistent with
the insulator failure event in January 2024 on the HWTS-SMTS No. 2 line, which prompted the current targeted
insulator replacement program.!

An in-service insulator failure could result in a conductor drop, leading to disruption to electricity supply (i.e. a power
outage), increased risk of bushfire ignition and the potential for serious injury or fatality o members of the public.
Given the high-consequence nature of these outcomes, continued operation without timely remediation would be
inconsistent with AusNet's safety obligations and risk tolerances.

Identified need - minimise network and safety risks from deteriorated insulators

The identified need is to address the safety, bushfire and system security risks posed by deteriorated 500kV insulators
at 244 towers on the HWTS-SMTS transmission lines in the Gippsland region to meet AusNet’s regulatory obligations
and community expectations, which comprises of:

e 223 towers on HWTS-SMTS No. 2 line

e 21 towers on HWTS-SMTS No. 1 line

These insulators have been selected based on:

e Deteriorated asset condition fo the worst condition rating of very poor / end-of life condition
e Failure consequences are severe due to the high voltage level and network criticality

e  Corrosion of insulator mechanisms cannot be reliably detected through routine inspection.

Three credible options have been identified

AusNet has identified a total of eight options. However, the identified need can only be addressed by replacing the
insulators. Thus, the credible options to address the identified need are:

e  Option 1 —replace insulators over three years from 2027 to 2029
e  Option 2 -replace insulators over five years from 2027 to 2031

e  Option 3 -replace insulators over 10 years from 2027 to 2036

Given the significantly deteriorated condition of the insulators and a recent history of an insulator failure on the HWTS-
SMTS No. 2 line, AusNet does not consider delaying the start of the project beyond 2027 as a credible option to meet
the need in fime.

1 See AusNet’s Transmission Insulator Replacement 500kV and 220kV RIT-T for details:
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AusNet also does not consider that there are any credible non-network solutions to address the identified need

because the deteriorated insulators cannot be retired as the function of insulators are required for the safe and

reliable operation of the electricity network. Further, any non-network solution will not mitigate any of the safety,
bushfire and network risks posed by the deteriorated insulators.

Submissions and next steps

AusNet welcomes written submissions on this PSCR by 30t October 20262. All submissions should be emailed to
with “Gippsland 500kV insulators PSCR™ in the subject field.

Submissions will be published on AusNet’s and AEMO's websites. If you do not wish for your submission to be
published, please clearly stipulate this at the time of lodging your submission.

Following the conclusion of the PSCR report consultation period, AusNet will, have regard to any submissions
received on this report, prepare and publish the Project Assessment Draft Report (PADR) around November 2026.

2 Consultation period is 12 weeks as per NER clause 5.16.4(g)
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AusNet is initiating this Regulatory Investment Test for Transmission (RIT-T) to evaluate options to manage the risks
posed by deteriorating 500kV insulators in the Gippsland region. The purpose of the RIT-T is to identify the credible
option (the preferred option) that maximises the present value of net economic benefit to all those who produce,
consume and transport electricity in the National Electricity Market (NEM).

Publication of this Project Specification Consultation Report (PSCR) represents the first step in the RIT-T process in
accordance with clause 5.16 of the National Electricity Rules (NER) and section 4.2 of the RIT-T Application Guidelines
as demonstrated in Appendix A.

This document describes:
o the identified need AusNet is seeking to address, including the key assumpftions used in identifying this need;
e the credible network options that could address the identified need;
e the technical characteristics required of any non-network option to address the identified need;
o the materiality of each class of market benefit considered under the RIT-T framework.

The investment need is to address the risks posed by deteriorating 500kV insulators in the Gippsland region has been
included in AusNet's revenue proposal for the 2027-32 regulatory period as part of a wider insulator replacement
program. The 500kV insulators in the Gippsland region have been prioritised over other insulators in the wider insulator
replacement program due to their accelerated deterioration. AusNet will undertake subsequent RIT-Ts for the
remaining insulators in the wider replacement program.

Publicly available RIT-T PSCR — Managing risks from deteriorated 500kV
insulators in the Gippsland region 5
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This section provides an overview of the need for investment to address the risks posed by deteriorating 500kV
insulators in the Gippsland region. It highlights the criticality of the Gippsland 500kV transmission lines, the
deteriorated condition of the 500kV insulators on these lines and the adverse impact of insulator failures.

3.1. Gippsland 500kV transmission lines are a crucial part of
the Victorian electricity network

The Gippsland region has long played and will continue fo play, a critical role in supplying electricity to Victoria as
the state transitions to renewable energy. It is the home of the Loy Yang and Yallourn coal fired power stations, which
currently supplies approximately 50%2 and 20%* of Victoria's electricity respectively. It will also become the home of
the Gippsland Renewable Energy Zone which is expected to play a central role in supplying Victoria with renewable
electricity as the energy transition progresses.

The Gippsland powerhouse region is connected to Melbourne via the Hazelwood Terminal Station (HWTS) to South
Morang Terminal Station (SMTS) 500kV transmission lines as shown in Figure 1. These two 500kV single circuit overhead
lines (HWTS-SMTS No. T and HWTS-SMTS No. 2) transport power generated in the Gippsland region to the load in
Melbourne over 100km away. Thus, these transmission lines are critical assets for maintaining the safe, secure and
reliable supply of electricity in Victoria.

Figure 1: 500kV transmission network in the Gippsland region (Loy Yang power station denoted as LYPS)

3.2. Deteriorated 500kV insulators on HWTS-SMTS lines are
posing network and safety risks

Overhead line insulators are required to connect energised conductors to the supporting tower or pole hardware
while providing elecftrical insulation between the conductor and the earthed structure. They also provide
mechanical support, maintaining required clearances under normal and adverse weather and loading conditions.

Insulators are installed aft structure attachment points where the conductors are supported and separated from the
tfower or pole.

3 Loy Yang A power station produces approximately 30% of Victoria's electricity requirements a year
(AGL, accessed on 12/2/2026,
Loy Yang B power station supplies approximately 20% of Victoria's energy needs.
(Loy Yang B Power Station, accessed on 12/2/2026, )

4 EnergyAustralia, Yallourn power station fact sheet, accessed on 23/3/2026,
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An in-service insulator failure could lead to a fault and/or loss of mechanical support, which may result in a
conductor drop. This could create the following undesirable consequences:

e Supply interruption due to fault/line protection operations.
e  Fire ignitionrisk, particularly if a conductor contacts the ground/vegetation and arcing occurs.

e  Public safety risk, including the potential for serious injury or fatality from contact with, or proximity to, an
energised fallen conductor.

Network and asset context

There are approximately 568 towers with Doulton type 500kV porcelain insulators. This insulator type was installed on
one of the original 500kV single circuit fransmission lines from HWTS to Keilor Terminal Station (KTS) via SMTS in the
Gippsland region. See Figure 2 for the 500kV lines with Doulton type insulators.

Figure 2: 500kV transmission lines with in-service Doulton insulators shown in green (purple line shows the out of
service section from Coldstream to Templestowe Terminal Station)

Inherent asset risk and inspection limitations

The Doulton type 500kV insulators have an inherent design characteristic that accelerates corrosion in the insulator
pin, which cannot be fully detected by routine visual inspection. The full extent of the corrosion is only known upon
the removal of the insulator from service and removal of the seal surrounding the pin.

Demonstrated asset failure and consequence

It also has a history of failure. In January 2024, a Doulton type 500kV insulator on the HWTS-SMTS No. 2 line failed due
to pin corrosion, resulting in a conductor drop that caused an outage. Fortunately, it did not start a bushfire and no
one was hurt.

Emerging evidence from current mitigation actions

Subsequent to this 2024 Doulton insulator failure, AusNet initiated a replacement program for the highest risk with high
consequence Doulton insulators at 110 towers by early 2027.5 Through this replacement program, AusNet is
confinuing to find deteriorated insulators, with poorer insulator condition found in Corrosivity Zone 2 (medium
corrosivity region) compared to those in Corrosivity Zone 1 (low corrosivity region). See Figure 3 for a map of
corrosivity zones on Victorian tfransmission network.

5 See AusNet's Transmission Insulator Replacement 500kV and 220kV RIT-T for details:
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Figure 3: Corrosivity zones on Victorian transmission network

Hence, there is a need to continue to address the remaining in-service deteriorated Doulton insulators, particularly
those located on HWTS-SMTS No. 2 line in the Corrosivity Zone 2 Gippsland regioné which have deteriorated to the

poorest asset condition rating of C5, to manage safety and network risks posed by an insulator failure.

There is also a localised section along the HWTS-SMTS lines, where the 2024 Doulton insulator failure occurred, that

shows a higher level of corrosion than other areas despite being classified as Corrosivity Zone 2. This more corrosive
environment has accelerated deterioration of both the Doulton insulators on HWTS-SMTS No. 2 and another insulator

manufacturer on HWTS-SMTS No. 1 in this line section. The deteriorated Doulton type insulators on this section of HWTS-

SMTS No. 2 line are currently being replaced by early 2027. While most insulators from the other manufacturer along

HWTS-SMTS No. 1 line are in relatively fair condition, those located within this localised corrosive environment have

deteriorated to the poorest asset condition rating of C5 and also require intervention.

6 Another manufacturer 500kV insulators are installed on HWTS-SMTS No. 1 line.
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This section sets out the identified need for investment and the underpinning assumptions.

4.1. Description of the identified need

The 500kV insulators on the HWTS-SMTS lines in the Gippsland region, that are in C5 (worst) asset condifion present a
high risk of failure. The deterioration is driven by a combination of known issues with the Doulton insulator type and
exposure to corrosive environmental conditions. As a result, there is a clear need to address these deteriorated 500kV
insulators that pose material safety, bushfire ignition and system security risk, particularly where:

e asset condition has degraded fo C5 very poor / end-of-life asset rating

o the consequence of failure is severe due to the high operating voltage and network criticality of these lines in
supplying Victoria's electricity demand; and

e corrosion of load bearing and connection mechanisms that cannoft be reliably detected through routine
inspection and maintenance practices.

Accordingly, the idenfified need is to mitigate the network and safety risks associated with detferiorated 500kV
insulators at 244 towers on the HWTS-SMTS transmission lines within Corrosivity Zone 2 in the Gippsland region, in order
to meet AusNet's regulatory obligations under the Victorian Electricity Safety Act 1998 and community safety
expectations. This includes:

o 223 towers fitted with Doulton type insulators on HWTS-SMTS No. 2 line

° 21 towers fitted with another manufacturer insulators on HWTS-SMTS No. 1 line that have deteriorated due to
localised corrosive environmental conditions

See Figure 4 for the location of these insulators with the blue and yellow circles representing the Doulton insulators on
HWTS-SMTS No. 2 line and the other manufacturer insulators on HWTS-SMTS No. 1 line respectively.

Line Name = HWTS-SMTS 1 @ HWTS-SMTS 2

Hurstbridge
Healesville

Moo

Eltham

Heidelberg Warburton

g:}Doncaster Croydon Yarra Junction

Yarra State Forest

Nunawading

o'

Glen Waverley
Oakleigh

Springvale
Neerim

Dandenong
Mordialloc
Neerim South
Chelseh Berwick
Prin

Sl 1 | 2,

rinces

“Hy, @ ©
Longwarry w1 | “
Frankston Drouik

Warragul

o | e Vlrce, Traralgon

Yaringa Yarragon-—trafalgar
Somerville MNP

Ya-Ling

By
Morwell o

Figure 4: HWTS-SMTS No. 1 and No. 2 proposed insulator intervention locations (blue and yellow circles represent
Doulton and other manufacturer insulators respectively)

4.2 Assumptions underpinning the identified need

The identified need is underpinned by several assumptions, including the risk of asset failure (determined by the
condition of the assets), the likelihood of the relevant consequences, and several assumptions adopted from the
latest AEMO’s Inputs Assumptions and Scenarios Report (IASR). These assumptions are outlined below.

The probability of failure for the existing deteriorated insulator and new insulator in Corrosivity Zone 2 is based on the
Weibull function parameters set out in Table 1.

Publicly available RIT-T PSCR — Managing risks from deteriorated 500kV
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Table 1: Weibull parameters for insulators in Corrosivity Zone 2

Existing deteriorated porcelain insulator with 45 3.5 35.5
poorest asset condition rating of C5

New polymer insulator with very good asset 45 3.5 2.5
condition rating of C1

The 16 hours mean time to replace a failed insulator is based on historical failed insulator experiences such as the
2024 Doulton insulator failure.

A comprehensive market modelling study has been undertaken to assess the market impact of an outage on one of
the HWTS-SMTS 500kYV lines arising from an insulator failure. The study applies the latest market modelling assumptions
adopted by AEMO in its IASR which includes NEM operational demand forecasts, generation cost forecasts,
generation retirement schedules, and forecast fransmission developments. Involuntary load shedding is valued using
the latest Value of Customer Reliability (VCR)7 set by the Austfralian Energy Regulator (AER).

The Electricity Safety Act 19988 requires AusNet to design, construct, operate, maintain, and decommission the
network to minimise hazards and risks to the safety of any person as far as practicable or until the costs become
disproportionate to the benefits from managing those risks. This requires AusNet to minimise the safety risks posed by
deteriorated 500kV insulators in the Gippsland region to as far as practicable.

By implementing this principle for assessing safety risks from a conductor drop due to an insulator failure, AusNet uses:
e avalue of statistical life? to estimate the benefits of reducing the risk of death;

e avalue of lost time injury'?; and

e adisproportionality factor!!.

AusNet notes that this approach, including the use of a disproportionality factor, is consistent with the RIT-T Industry
Practice Notes 12 provided by the AER.

As shown in Figure 4, the 244 proposed towers on HWTS-SMTS lines fraverses through farmland and two national parks
— Bunyip and Moondara state parks. While AusNet maintains the vegetation within AusNet’s easements, a spark from
a conductor drop could start a ground fire. Under extreme weather conditions with fuel loads close to the easement,
it could develop into a bushfire.

AusNet has estimated bushfire risks based on the likelihood an insulator failure will result in a bushfire and the
consequence of a bushfire.

In the event of an insulator failure, AusNet has conservatively assumed only the insulator will require emergency
unplanned replacement and other surrounding assets do not require repair nor replacement.

AusNet has also conservatively assumed the emergency unplanned insulator replacement cost is the same as
planned replacement cost even though unplanned replacement costs are typically higher than planned
replacement costs. The failure rate weighted unplanned insulator replacement cost has been included in the
economic assessment.

7 In dollar terms, the Value of Customer Reliability (VCR) represents a customer's willingness to pay for the reliable supply of electricity.

8 Victorian State Government, Victorian Legislation and Parliamentary Documents, “Energy Safe Act 1998"

9 Department of the Prime Minister and Cabinet, Australian Government, “Best Practice Regulation Guidance Note: Value of statistical life”
10 Safe Work Australia, "The Cost of Work-related Injury and lliness for Australian Employers, Workers and the Community: 2012-13"

11 Health and Safety Executive's submission to the 1987 Sizewell B Inquiry suggesting that a factor of up to 3 (i.e. costs three times larger than
benefits) would apply for risks fo workers; for low risks fo members of the public a factor of 2, for high risks a factor of 10. The Sizewell B Inquiry
was a public inquiry conducted between January 1983 and March 1985 into a proposal to construct a nuclear power station in the UK.

12 Australian Energy Regulator, “Industry practice application note for asset replacement planning”

Publicly available RIT-T PSCR — Managing risks from deteriorated 500kV
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AusNet is not expecting any environmental risks to arise from an insulator failure as there will be no oil leaks nor
greenhouse gas emissions from Sulphur Hexafluoride (SF4) leaks because insulators do not contfain oil nor SFs.

Publicly available RIT-T PSCR — Managing risks from deteriorated 500kV
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This section sets out the potential credible options that have been considered to meet the identified need, including:
e the technical characteristics of each option;

e the estimated construction time and commissioning date;

e the total indicative capital and operating and maintenance costs

e whether the credible options are likely to have a material inter-regional impact.

AusNet has identified a total of eight options, in addition to the business as usual (BAU) base case, to address the
identified need. Three of these options are considered credible with the remaining five options deemed not credible.

AusNet has identified three technically and commercially credible options that can be implemented in time to meet
the identified need. These three credible options, that have been considered with reference to the BAU base case,
are:

e  Option 1 -replace insulators across 2027 to 2029
e  Option 2 -replace insulators across 2027 to 2031
e  Option 3 -replace insulators across 2027 to 2036
For all three options, AusNet expects operating and maintenance costs willremain unchanged to the base case.

Given the challenges in obtfaining extended outages on 500kV transmission lines, it is anficipated the insulators will be
replaced whilst the lines are energised (i.e. live line) for all three options.

AusNet has also identified five options that are not considered credible as outlined in section 5.5. These options are
excluded from the economic option assessment.

All costs are shown in real 2026 dollars unless otherwise stated.

5.1. Base case: BAU

Under the base case, AusNet will not undertake any proactive capital investment to remediate the deteriorated
insulators and the existing insulator inspection program will continue with insulators replaced upon failure.

AusNet does not consider the base case as a credible option due to the growing network and safety risks associated
with the base case. However, it is an appropriate reference point for estimating the net benefits of each credible
option. All costs and benefits of each credible option are compared against those of the base case.

5.2. Option 1: Replace insulators across 2027-2029

Option 1 entails replacing the high risk deteriorated 500kV insulators at 244 towers on the HWTS-SMTS transmission lines
in the Gippsland region over three years from 2027 to 2029 with AusNet's current standard insulator type.

The estimated capital cost of this option is $39.3 million. The main capital expenditure elements are:
e Design and studies $0.43 million

e Internal labour $3.29 million

e  Materials $3.48 million

e  Contracts $26.2 million

Other, including insurance, overheads and finance charges $5.98 million

5.3. Option 2: Replace insulators across 2027-2031

Option 2 involves replacing the high risk deteriorated 500kV insulators at 244 towers on the HWTS-SMTS fransmission
lines in the Gippsland region over five years from 2027 to 2031 with AusNet's current standard insulator type. This
option replaces the insulators at a slower pace than Option 1.

The estimated capital cost of this option is $43.2 million. The higher cost compared to Option 1 is due to the longer
project duration, which requires higher project management, overhead and financing costs. The main capital
expenditure elements are:

e Design and studies $0.43 million
e Internal labour $4.28 million
e  Materials $3.48 million

e  Contracts $28.2 million

Publicly available RIT-T PSCR — Managing risks from deteriorated 500kV
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e  Other, including insurance, overheads and finance charges $6.82 million

54. Option 3: Replace insulators across 2027-2036

Option 3 entails replacing the high risk deteriorated 500kV insulators at 244 towers on the HWTS-SMTS transmission lines
in the Gippsland region over 10 years from 2027 to 2036 with AusNet's current standard insulator type. This opfion
replaces the insulators at a slower pace than both Options 1 and 2.

The estimated capital cost of this option is $48.3 million. The higher cost compared to Options 1 and 2 is due to the
longer project duration, which requires higher project management, overnead and financing costs. The main capital
expenditure elements are:

e  Design and studies $0.43 million
e Internal labour $5.53 million

o  Materials $3.48 million

e  Contracts $30.6 million

Other, including insurance, overheads and finance charges $8.32 million

5.5. Options considered but determined to be not credible

AusNet has considered the following additional options and has deemed them as not credible due to the reasons
outlined below.

e Non-network solution — AusNet does not consider there is any credible non-network options fo meet the
identified need as the HWTS-SMTS lines and its insulators cannot be retired and non-network options will not
mitigate the network and safety risks posed by deteriorated insulators.

e Increase inspections — Deteriorated insulator condition cannot be rectified through increased inspections

e Repairinsulators — It is not commercially viable to repair the insulator as insulator equipment cost is a small
proportion of costs compared to the other costs such as labour

e Delay insulator replacement — Given the significantly deteriorated condition of the insulators and a recent history
of an insulator failure on the same transmission line, AusNet does not consider delaying the start of the project
beyond 2027 as a credible option to meet the need in time.

e  Construct a new 500kV transmission line parallel fo HWTS-SMTS lines — It is not commercially viable to construct a
new 500kV fransmission line, given the exorbitant cost.

5.6. No material inter-network impact is expected

The proposed insulator replacements will not change the transmission network configuration and none of the
network options considered are likely fo have a material inter-network impact. A ‘material intfer-network impact’ is
defined in the NER as:

“"A material impact on another Transmission Network Service Provider's network, which may include (without
limitation): (a) the imposition of power fransfer constraints within another Transmission Network Service
Provider’s network; or (b) an adverse impact on the quality of supply in another Transmission Network Service
Provider's network.”

5.7. Community engagement

AusNet recognises that effective and proactive engagement with landholders, communities and stakeholders is
essential to informing robust planning outcomes under the RIT-T and maintaining community trust in network
development.

We are committed to undertaking engagement that is early, tfransparent, and proportionate to the scale and
potential impact of the credible options under assessment, and that supports improved decision-making by
incorporating local knowledge, stakeholder concerns and community values.

AusNet seeks to engage early in the RIT-T process, wherever practicable, to build awareness and understanding of
the need for the project, identify potential landholder and community impacts associated with credible options, and
incorporate local knowledge into opfion design and refinement. This early engagement also enables AusNet to
identify opportunities to avoid, minimise or mitigate impacts, and to inform realistic assumptions relating to project
costs, constructability, timing, and delivery risks. In doing so, early engagement supports more informed options
assessment and reduces the risk of delays arising from unforeseen stakeholder concerns or approvals constraints.

Community engagement impact assessments
The level of engagement will be proportionate to the likely impacts of the preferred option:

Higher impact projects (e.g. new lines, major rebuilds, significant changes to infrastructure) typically include:

Publicly available RIT-T PSCR — Managing risks from deteriorated 500kV
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e structured stakeholder and community engagement programs
e adedicated Community and Stakeholder Engagement Plan

e engagement will inform option refinement prior to finalisation of the RIT-T Project Assessment Conclusions
Report (PACR)

e engagement outcomes may influence timing, design, mitigation measures, and delivery strategy
Lower impact projects (e.g. like-for-like replacements, minor upgrades):

e engagement will typically focus on directly affected landholders

e engagement will occur closer to delivery o manage access and minimise disruption

e practical mitigation measures will be agreed where required (e.g. fiming of works, access routes, biosecurity
requirements)

Minimal to no impact projects (e.g. works within existing terminal stations or on AusNet-owned land with minimal
interface):

e engagementis generally limited to internal stakeholders and, where necessary, targeted notification of
relevant external parties

e broader community or landholder engagement is not typically required due to the contained nature of
works

e communication may be undertaken to inform nearby stakeholders of planned activities where there is
potential for minor or indirect impacts (e.g. noise or increased fraffic)

e standard operational procedures are applied to manage any risks, with a focus on minimising disruption and
maintaining safe and efficient delivery

Landholder engagement considerations

Where projects require access to private land, AusNet will engage directly with landholders to understand property
specific constraints and operational requirements and work collaboratively to minimise disruption to farming, business
or residential activities. Clear points of contact will be provided to support timely engagement and issues resolution.
Where appropriate, project specific engagement plans or procedures will be developed to guide delivery partners,
contractors, including requirements relating to property access protocols, biosecurity measures, environmental
protections, and communication requirements.

Project specific:

The works will occur within the existing tfransmission corridor and will not involve the construction of new fransmission
infrastructure or expansion of the operational footprint.

The project spans the local government areas of Latrobe City Council, Baw Baw Shire Council, Cardinia Shire Council
and Yarra Ranges Shire Council. Land use within the project area comprises a mix of agricultural land, predominantly
used for livestock grazing, and Crown land managed for conservation, environmental and public land purposes.

Of the 130 properties containing the 244 towers within the project scope:

e approximately 81% (105 properties) are freehold land
e approximately 16% (21 properties) are Crown land
e approximately 3% (4 properties) are Crown grant land

Key stakeholders include directly affected freehold landholders, Crown land managers, Parks Victoria, Department
of Energy, Environment and Climate Change (DEECA), Department of Treasury and Finance (DTF), Traditional Owner
groups, native title interest holders, local councils and, where applicable, Crown land licence holders.

Relevant Traditional Owner groups within the project area are Gunaikurnai Land and Waters Aboriginal Corporation,
Bunurong Land Council Aboriginal Corporation and Wurundjeri Woi Wurrung Cultural Heritage Aboriginal
Corporation. Areas of Crown land and locations subject to native title interests occur within the project area and will
require consideration through the project's planning and delivery phases.

Transmission easements are not held over Crown land. Accordingly, works proposed on Crown land will require
approval from the relevant Crown Land Manager and compliance with applicable access requirements, permits
and approvals. Where land is managed by Parks Victoria, an access agreement will be required. Where land is
managed by DEECA, landowner consent will be required prior to access.

Engagement activities will primarily focus on securing property access, understanding property-specific
requirements, managing biosecurity and environmental considerations, and coordinating construction activities to
minimise disruption fo existing land uses.
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From an engagement perspective, the primary considerations relate to temporary access requirements, vehicle and
equipment movements, gate and track usage, biosecurity protocols, and potential short-term disturbance
associated with construction activities. Where required, AusNet will work with affected landholders and land
managers to understand property-specific constraints and local operating conditions and implement appropriate
mitigation measures. This may include planning works around seasonal and ground conditions where reasonably
practicable, utilising existing access tracks where available, and applying measures to minimise impacts on
agricultural operations, environmental values and other land uses.

The options assessed under this RIT-T are unlikely to result in material impacts to landholders or the broader
community, as the works comprise like-for-like replacement and safety improvements to existing assets within an
established transmission corridor and will not materially alter the visual, environmental or land use footprint of the
network. Accordingly, broad community engagement is not considered necessary for the purposes of option
assessment under this RIT-T.

Given the replacement and upgrade nature of the proposed works, impacts are expected to be temporary,
localised and manageable. Engagement will therefore focus on targeted communication and coordination with
directly affected landholders, Crown land managers and relevant authorities, with a view fo facilitating access and
minimising disruption during project delivery.
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As outlined in section 5.5, AusNet does not consider any non-network solutions to be commercially nor technically
feasible to meet the identified need for this RIT-T. This is because HWTS-SMTS transmission lines and its insulators cannot
be retired as the function of insulators are required for the safe and reliable operation of the electricity network.
Further, any non-network solution will not mitigate any of the network and safety risks posed by the deteriorated
insulators.

Notwithstanding, AusNet remains open to any non-network proponent that would like to discuss non-network
alternatives to meet the identified need.
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This section outlines the materiality of each class of market benefits under the RIT-T and option cost estimation

approach.

7.1.

Material classes of market benefits

NER clause 5.15A.2(b)(4) sets out the classes of market benefits that must be considered in a RIT-T. As per NER clause
5.15A.2(b)(6), all classes of market benefit must be considered in the RIT-T unless the RIT-T proponent is able to provide
reasons why a particular class of market benefit is unlikely to materially affect the outcome of the assessment of the
credible options or the estimated cost of undertaking the analysis to quantify the market benefit is likely to be
disproportionate to the scale, size and potential benefits of each credible option.

Table 2 outlines AusNet's assessment of each of the market benefits listed in NER clause 5.15A.2(b) (4) for the credible
options. Only material classes of market benefits will be included in the economic assessment of credible options.

Table 2: Analysis of market benefits

(i) changes in fuel consumption arising through
different patterns of generation dispatch;

(i) changes in voluntary load curtailment;

(i) changes in involuntary load shedding with the
market benefit to be considered using a
reasonable forecast of the value of electricity to
consumers;

(iv) changes in costs for parties, other than the
RIT-T proponent, due fo differences in:

(A) the timing of new plant;
(B) capital costs; and

(C) the operating and maintenance
costs;

(v) differences in the timing of expenditure;

(vi) changes in network losses;

(vii) changes in ancillary services costs

(viii) change in Australia’s greenhouse gas
emissions

(ix) competition benefits

(x) any additional option value (where this value
has not already been included in the other
classes of market benefits) gained or foregone
from implementing the credible option with
respect to the likely future investment needs of
the National Electricity Market;

(xi) any other class of market benefit determined
fo be relevant by the AER.

Publicly available

All credible options will affect the costs of generation
dispatch by avoiding network constraints due to asset failure
on the critical HWTS-SMTS 500kV lines. Our approach to
estimating this market benefit is explained in section 4.2.

All credible options will reduce voluntary load shedding by
reducing asset failure risk. Our approach to estimating this
market benefit is explained in section 4.2.

All credible options will reduce involuntary load shedding by
reducing asset failure risk. Our approach to estimating this
market benefit is explained in section 4.2.

There is not expected to be any changes in costs for other
parties.

There is not expected to be any difference in timing of
expenditure

The credible options are not expected to result in material
changes to electrical energy losses.

The credible opftions will not have any impact on ancillary
service costs.

All credible options willimpact Australia’s greenhouse gas
emissions through direct CO2 equivalent emissions from
generation due to different patterns of generation dispatch.
However, there will be no direct emissions from sulphur
hexafluoride (SFs) as SFe is not used in insulators.

The credible options will not provide any competition
benefits.

There will be no impact on the option value with respect to
the likely future investment needs of the NEM.

There are no other classes of market benefit that are
relevant to the credible options.
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7.2 Approach to estimating option costs

The costs for each option have been calculated by AusNet's cost estimation team based on recent similar project
costs and scope. This cost estimation methodology best reflects actual project costs.

The costs have been estimated based on the following inputs and assumptions:
e 244 towers included in the scope comprises of 224 suspension towers and 20 strain towers

e Insulator will be replaced under live line conditions, except for an assumed 10% of the towers where outages are
required because it may not be possible to replace under live line conditions

e Social licence cost has been estimated based on the anticipated hours required for one community
engagement personnel over the option duration and the typical hourly rate of a community engagement
personnel.

AusNet estimates actual costs are expected to be within +/-30 per cent of the cenfral capital cost estimate. All cost
estimates are in real 2026 dollars.
The cost estimates include direct cost, overheads and financing charges. However, they do not include:

e cost escalation for materials
e contingency allowance
e operating and maintenance costs as they are not expected to be material for this RIT-T.
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8.1. Submissions

AusNet invites written submissions, on the matters set out in this report, from Registered Participants, AEMO, interested
parties, non-network providers and those registered on our demand-side engagement register.

All submissions and enquiries should be emailed to with “"Gippsland 500kV
insulators PSCR” in the subject field.

Submissions are to be provided by 30 October 2026. Submissions will be published on AusNet's and AEMO's
websites. If you do not wish for your submission to be published, please clearly stipulate this af the time of lodging
your submission.

8.2. Next stage of RIT-T process

Following the conclusion of the PSCR report consultation period, AusNet will, have regard to any submissions
received on this report, prepare and publish the Project Assessment Draft Report (PADR) which will include:

e A summary of, and commentary on, submissions received on the PSCR;
e A detailed market benefit assessment of the proposed credible options to address the identified need;
e Identification of the proposed preferred option to meet the identified need.

AusNet expects to publish the PADR around November 2026.
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Appendix A - Compliance with the
RIT-T requirements

Table 3 demonstrates that this PCSR complies with the requirements of clause 5.16.4(b) of the NER version 250 and
section 4.2 of the RIT-T Application Guidelines.

Table 3: Compliance with the RIT-T requirements in the NER

Requirement Section(s) in this

PSCR

5.16.4(b) A RIT-T proponent must prepare a report (the project specification consultation -
report), which must include:

(1) a description of the identified need Section 4.1

(2) the assumptions used in identifying the identified need (including, in the Section 4.2
case of proposed reliability corrective action, why the RIT-T
proponent considers reliability corrective action is necessary);

(3) the technical characteristics of the identified need that a non-network Section 6
option would be required to deliver, such as:

(i) the size of load reduction or additional supply;
(i) location; and

(i) operating profile

(4) if applicable, reference to any discussion on the description of the identified | Not applicable
need or the credible options in respect of that identified need in the most
recent Integrated System Plan;

(5) a description of all credible options of which the RIT-T proponent is aware Section 5
that address the identified need, which may include, without limitation,
alternative transmission options, interconnectors, generation, system
strength services, demand side management, market network services or
other network options;

(6) for each credible option identified in accordance with subparagraph (5), Section 5 and
information about: 7.1

(i)  the technical characteristics of the credible option;

(i)  whether the credible option is reasonably likely to have a material inter-
network impact;

(i) the classes of market benefits that the RIT-T proponent considers are
likely not to be material in accordance with clause 5.15A.2(b)(6),
together with reasons of why the RIT-T proponent considers that these
classes of market benefits are not likely to be material;

(iv) the estimated construction timetable and commissioning date; and

(v) tothe extent practicable, the total indicative capital and operating
and maintenance costs.

In addition, Table 4 demonstrates that this PCSR complies with the binding requirements and considerations in Table 9
of Appendix C.2 of the AER’s RIT-T guidelines published in November 2024.
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Table 4: Compliance with the binding requirements and considerations in the AER’s RIT-T guidelines

3.5 Valuing costs Section 5

In the RIT-T, costs are the present value of a credible option’s direct costs.
These must include the following classes of costs:

e  Costsincurred in consfructing or providing the credible option.

e  Operating and maintenance costs over the credible option's operating
life. For clarity, a consequence of this is that, if the modelling period is
shorter than the life of the credible option, the RIT-T proponent would
incorporate the operating and maintenance costs (if any) for the
remaining years of the credible option into the terminal value.

° Costs of complying with relevant laws, regulations and administrative
requirements (see section 3.5.1).

353 Social licence Section 5.7 and
7.2
The RIT-T proponent is required to provide the basis for any social licence

costs in their RIT-T reports and may choose to refer to best practice from a
reputable, independent and verifiable source.

3.5A Cost estimation Section 5 and

7.2
Accordingly, for each credible option, a RIT-T proponent must specify, to the

extent practicable and in a manner which is fit for purpose for that stage of
the RIT-T:

e dllkey inputs and assumptions adopted in deriving the cost estimate
e a breakdown of the main components of the cost estimate

e the methodologies and processes applied in deriving the cost estimate
(e.g. market testing, unit costs from recent projects, and engineering-
based cost estimates)

e thereasons in support of the key inputs and assumptions adopted and
methodologies and processes applied

e thelevel of any confingency allowance that have been included in the
cost estimate, and the reasons for that level of contingency allowance
(see section 3.9.4)

3.5A.1 Cost estimation accuracy Not applicable

Where the estimated capital costs of the preferred option exceeds $100
million (as varied in accordance with a cost threshold determination as
contemplated by clause 5.16.4(k)(10)(i) of the NER), a RIT T proponent is must
in a RIT T application:

e outline the process it has applied, or infends to apply, to ensure that the
estimated costs are accurate to the extent practicable having regard
to the purpose of that stage of the RIT T, and

e for all credible options (including the preferred option), either:

- apply the cost estimate classification system published by the
Association for the Advancement of Cost Engineering (AACE), or

- ifit does not apply the AACE cost estimate classification system,
identify the alternative cost estimation system or cost estimation
arrangements it infends to apply, and provide reasons to explain
why applying that alternative system or arrangements is more
appropriate or suitable than applying the AACE cost estimate
classification system in producing an accurate cost estimate.

This requirement does not apply where the preferred option or credible
option relates to a program of works, but where no individual component of
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that program has an estimated capital cost in excess of $100 million (as
varied in accordance with a cost threshold determination as contemplated
by clause 5.16.4(k)(10)(i) of the NER)

Market benefit classes Section 7.1

RIT-T proponents are required to apply classes of market benefits consistently
across all credible options.

Categories of market benefits Section 7.1

Where calculating the benefit from changes in Australia’s greenhouse gas
emissions, a RIT-T proponent is required to:

e include the following emissions scopes, unless the change relative to the
base case can be demonstrated to be immaterial to the RIT outcome:

- direct emissions from generation

- direct emissions other than from generation, e.g. sulphur
hexafluoride

e estimate the change in annual emissions (once identified in
accordance with this Guideline) between the base case and the
credible option, and multiplying this change by the annual VER to arrive
at the annual benefit from changes in Australia’s greenhouse gas
emissions

Testing sensitivities to select reasonable scenarios Not applicable

Where the estimated capital cost of the preferred option exceeds $100
million (as varied in accordance with a cost threshold determination as
contemplated by clause 5.16.4(k)(10)(i) of the NER), a RIT T proponent is
required to undertake sensitivity analysis on all credible options by varying
one or more inputs and/or assumptions. We also encourage all RITT
proponents, where the estimated capital costs of the preferred option is less
than $100 million, to consider undertaking sensitivity analysis as well.

Externalities Not applicable

RIT-T proponents should exclude costs or benefits that arise but are incidental
to parties’ electricity consumption from its analysis, with the exception of
changes in Australia’s greenhouse gas emissions.

Concessional finance agreements Not applicable

Where a concessional finance agreement is included, the RIT-T proponent is
required to provide sufficient detail about the concessional finance
agreement such that it can articulate how the value of the concession is to
or would be shared with consumers.

Consumer and non-network engagement Section 5.7

RIT-T proponents are required to describe in each RIT-T report:

e how they have engaged with local landowners, local council, local
community members, local environmental groups or traditional owners
and sought to address any relevant concerns identified through this
engagement

¢ how they plan to engage with these stakeholder groups, or

e why this project does not require community engagement

Project Assessment Draft Report (PADR) Not applicable
to PSCR
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RIT-T guideline | Provision Section(s) in this

section PSCR

The RIT-T proponent must prepare the PADR within 12 months after the
consultation period on the consultation report or a longer period agreed to
by the AER in writing.

The RIT-T proponent is required to hold a meeting discussing the confent of
the PADR if at least two relevant parties request a meeting.

A8 Changes in Australia’s greenhouse gas emissions Section 7.1

Where emissions beyond CO2 are changed by a credible option, the RIT-T
proponent is required to convert alternative forms of emissions fo CO2-e.
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