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1. Basis of preparation 

1.1 Compliance with Australian Sustainability Reporting Standards (AASB S2 – Climate-related disclosures) and the 
Corporations Act 2001 

The Sustainability Report, consisting of our climate statements (statements, or climate-related financial disclosures) and the 
directors’ declaration about the statements for the year ended 31 December 2025, has been prepared for Australian Energy 
Holdings No 1 Pty Ltd (the Company) and its subsidiaries (together, we, us, our, the AusNet Group, AusNet or the Group). It 
aligns with the reporting period of the Group’s consolidated financial statements. This report is presented in Australian dollars 
and makes connections with the financial statements and the Directors’ Report, to present a cohesive view of how the climate-
related risks and opportunities (CRROs) could impact the Group’s financial position, performance and cash flows. Where 
applicable, information is cross-referenced to the relevant financial statement line items. 

The Group’s Sustainability Report has been prepared in accordance with the Corporations Act 2001 and AASB S2 Climate-
related Disclosures (AASB S2), which is the mandatory Australian Sustainability Reporting Standard (ASRS) that has been 
issued by the Australian Accounting Standards Board (AASB). The Group has early adopted the Amendments to AASB S2 
Climate-related Disclosures, issued by the Australian Accounting Standards Board in December 2025, for the reporting period 
ended 31 December 2025. The amendments are effective for annual reporting periods beginning on or after 1 January 2027, 
but with early adoption permitted. Early adoption was approved by resolution of our board of directors on 17 March 2026.  

As this is the first year in which the Group has applied AASB S2, the Group has applied the following transitional relief:  

 to not disclose comparative information in this report; and 

 to not disclose Scope 3 Greenhouse Gas (GHG) emissions.  

The Sustainability Report was authorised for issue in accordance with a resolution of the directors of the Company on 17 
March 2026. 

1.2 Judgements and uncertainties  

The preparation and presentation of the Sustainability Report requires judgement in determining relevant and reliable 
disclosures. The areas involving a higher degree of judgement or complexity are listed below. 

Topic Description 

Materiality 
assessment 

Judgement was exercised in determining climate-related information that is material for primary users of 
the Sustainability Report. Materiality conclusions may be affected by expectations of primary users, 
regulatory developments, and improved data availability and could change over time. 

Determination 
of CRROs, 
assessment 
of potential 
impact and 
the financial 
effect of 
CRROs 

 

Judgement was exercised in identifying CRROs and assessing their potential impact on the Company’s 
strategy, financial position, financial performance and cash flows in the short, medium and long term. 

Judgement was also exercised to evaluate the current year and anticipated financial effects of CRROs. 
Estimating financial effects of CRROs involves significant judgment and inherent uncertainty. Many 
impacts are long term in nature and sensitive to modelling assumptions. In certain instances, reliable 
and sufficiently granular data to isolate climate-specific financial impacts is not available.  Accordingly, 
any disclosures reflect management’s estimates based on currently available information and may 
change as data quality and modelling techniques develop.  

GHG 
emissions 

Judgement was exercised when applying usage of proxy data or estimated data for emissions when 
actual data was unavailable. 

Scenario 
analysis – 
Climate 
Resilience 

Judgement was exercised in selecting the scenarios and key assumptions used in scenario analysis to 
assess climate resilience. Scenario analysis outcomes are sensitive to key assumptions and inputs, 
such as discount rates, inflation, economic conditions, assumptions regarding increase or decrease in 
revenue, operating expenses, capital expenditures, timing and pace of electrification, renewables build, 
demand side participation, consumer energy resources investments, gas demand, and climate impact. 
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Measurement uncertainty arises from limitations in data availability, reliance on proxy or estimated information, external factors 
and forward-looking assumptions. These uncertainties may affect the accuracy or certainty of climate-related disclosures in 
this report.  

Where anticipated financial effects of climate-related risks and opportunities have not been disclosed, it is on the basis that 
the financial effect cannot be separated from other causes, or the level of measurement uncertainty is so high that the 
information would not be useful. In these instances, qualitative information about financial effects has been provided.  

The table below summarises the main sources of measurement uncertainty. 

Topic Description 

Scope 1 & 2 
GHG 
emissions  

Emissions quantification is subject to significant inherent limitations, due to incomplete scientific 
knowledge, data availability limitations, and methods used for determining emission factors and 
data. The selection of alternative emission factors or measurement techniques may have resulted in 
materially different GHG emissions reported.  

The estimation of GHG emissions due to SF6 leaks from electrical equipment is a source of 
significant uncertainty, as leaks may occur gradually throughout the lifespan of equipment but are 
only recorded when an alarm threshold is reached or total failure occurs. Usage of data from 
multiple third party sources is also necessary, adding further uncertainty. 

Proxy data or estimated data was used to determine certain types of reported emissions if actual 
data was not available at the time of reporting. Refer to “5.1.2 - Scope 1 and 2 Emissions 
Calculation Methodologies” for more information. 

Potential 
impact of 
climate-
related risks 
and 
opportunities 
and climate 
resilience 
assessment 

Disclosures on the potential impact of CRROs and scenario analysis are based on forward looking 
information and assumptions about future conditions, which are highly uncertain and subject to 
change. These outcomes are subject to significant measurement uncertainty due to the reliance on 
assumptions that may change over time. Results are sensitive to certain key assumptions and 
inputs, including but not limited to discount rates, inflation, economic conditions, assumptions 
regarding increase or decrease in revenue, operating expenses, capital expenditures, timing and 
pace of electrification, renewables build, demand side participation, consumer energy resources 
investments, gas demand, relevant laws and government and regulatory policy and settings, and 
climate impact. 

 

1.3 Important information on forward-looking statements 

This report has been prepared based on the information available to the Company as at the date of this report. This report 
contains certain forward-looking statements, including statements relating to the potential impact and anticipated financial 
effects of CRROs, scenario analysis, and planned initiatives. The forward-looking statements are based on estimates, 
assumptions and information available to Company as at the date of this report. Forward looking statements are subject to 
inherent assumptions, risks and uncertainties (known and unknown), many of which are outside the control of the Group and 
may cause actual results, outcomes or impacts to differ materially from those expressed or implied in such statements.  

All statements in this report (other than statements of historical fact) relating to the scenario analysis, forecasts, business 
strategy, plans, expectations, objectives or future activities are forward-looking statements. In addition, the words ‘guidance’, 
‘view’, forecast’, ‘estimate’, ‘expect’, ‘anticipated’, ‘aim’, target’, ‘goal’, ‘strategy’, ‘potential’, ‘risk’, ‘opportunity’ and similar words 
are intended to identify forward-looking statements. 
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1.4 Events after the reporting period 

In January 2026, the State of Victoria experienced a severe Bushfire event, where bushfires had a damaging impact on our 
electricity distribution network and its customers. The financial impact (including response and restoration costs) as a result of 
the event is still being determined. A pass-through application to the Australian Energy Regulator (AER) to seek recovery of 
these costs as permitted under the regulatory framework will be considered. AusNet may also be required to make payments 
under the Guaranteed Service Level regulatory scheme. As this is a non-adjusting subsequent event, there are no changes 
to the current year financial impact (refer to the financial report). 
 
Other than outlined above, there have been no other matters or circumstances that have arisen since 31 December 2025 up 
to the date of issue of this Sustainability Report that are known to the Group and are material to the disclosures in this 
Sustainability Report. 
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2. Governance  

2.1 Roles and responsibilities  

The Board of Directors (Board) is the governing body responsible for AusNet’s overall governance and strategic direction, 
including the oversight of climate-related risks and opportunities (CRROs). The Board’s responsibility for oversight over risks, 
which would include those matters that are climate-related, are reflected in the existing governance agreement between the 
Company and its shareholders. The Board is supported by the Audit & Risk Committee (ARC) in this role, and engages with 
management periodically on climate-related matters. The Board considers the potential transitional and physical impacts and 
trade-off of CRROs (where applicable) when overseeing the Group’s strategy, which includes the security, reliability and safety 
of energy networks; the transition towards renewable energy generation; decarbonisation and the increasing complexity of 
operating networks in this evolving environment.  

The Board is accountable for reviewing and approving AusNet’s Risk Management Framework, monitoring the effectiveness 
of it, and setting the Group’s risk appetite. The ARC supports the Board in its consideration of risk management policy and 
frameworks and makes reports and recommendations, as detailed in the ARC Charter. Management is responsible for 
overseeing the execution of strategy and risk management, and for compliance with the Risk Management Directive. For more 
information, please refer to the “Risk Management Framework” section of the Directors’ Report. 

The Management team led by the Chief Executive Officer (CEO) and Chief Financial Officer (CFO) supports the ARC and the 
Board with the oversight and monitoring of CRROs. Climate-related disclosure are managed by the Sustainability team with 
support from Operations, Strategy, Risk, Asset Management, Operations, People, Finance and Treasury functions. CRROs 
are reviewed on an annual basis by management, ARC and Board as a part of business planning with a focus on material 
risks and opportunities. For further information, please refer to the CRROs section.  

Whilst the process to identify, assess and monitor CRROs is currently supported through a combination of dedicated 
sustainability processes and broader business risk processes, management is progressing the integration of the CRROs into 
the Risk Management Framework (also referred to as “Enterprise Risk Framework”) and policies and procedures. For the 
current year, material business risks that have the potential to be impacted by climate change are clearly identified when 
reported to the ARC. Material climate-related risks are a component of a business risk that is being assessed and managed 
under the Risk Management Framework. Consequently, there are internal controls in place to support the oversight and 
management of material climate-related risks. In addition, adaptive actions are in place to respond to climate-related the 
opportunities, recognising the evolving nature of climate impacts on the business. (See “Material Risks and Uncertainties” 
section in the Directors’ Report for more information on AusNet’s Risk Management Framework). 

2.2 Climate-related skills and competency  

The Directors have a broad range of skills, knowledge and experience, including management of ESG and climate change. 
The Board has engaged in education sessions on ESG and climate risks, and intend to continue this in the future. The Board’s 
competency, skills and experience relating to overseeing the management of climate change were self-assessed as 
developed.   

2.3 Remuneration  

The Board oversees the setting and monitoring of performance against climate targets. Since 2022, AusNet has an interim 
target to reduce Scope 1 and 2 greenhouse gas (GHG) emissions by 50% by 2030 and to reach net zero by 2045. Progress 
and performance against targets are reported to the Board on an annual basis. Achievement of the interim target and goal is 
subject to a range of factors, including, but not limited to matters not within AusNet’s control including regulatory settings, 
technology availability and cost benefit. Currently, climate-related performance metrics are not directly linked to executive 
remuneration or remuneration policies. 
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3. Risk Management  

AusNet recognises that risk can present in the form of threats and/or opportunities. Effective risk management is integral to 
protecting and growing AusNet’s value. Our aim is to effectively manage threats and opportunities so we can: 

• Protect, sustain and grow long-term shareholder value, and 
• Minimise the effects of uncertainty on AusNet achieving its objectives. 

We deliver this by encouraging a risk aware culture and by incorporating high quality, integrated risk analysis in our decision-
making. AusNet’s Risk Management Framework is aligned to the requirements of the international standard for risk 
management, ISO 31000, and addresses risk identification, assessment and management. Risks are identified that have the 
potential to impact the delivery of business plans and objectives having regard to a range of potential impacts including Health 
& Safety, Environment & Community, Financial, Customer and Business Disruption, Reputation and Legal & Regulatory. 

AusNet’s business risks, including risks referred to in the “Material Risks and Uncertainties” section of the Directors Report, 
have the potential to be influenced or exacerbated by climate change. These risks, along with other CRROs are identified and 
assessed in AusNet’s Risk and Opportunities Register.  

CRROs are identified across all areas of the enterprise and assessed following a process that is based on the risk assessment 
criteria set out in our Enterprise Risk Framework. Risks are assessed and prioritised using AusNet’s risk rating scale having 
regard to the potential magnitude of consequence (including qualitative and financial consequence) and the likelihood of 
occurrence, acknowledging that the assessment of climate-related risks involve a higher degree of uncertainty and longer-
time horizons than traditional enterprise risks. Opportunities are assessed in a similar manner. Management recognises that 
CRROs have the potential to materially affect AusNet’s financial position, performance and cash flows over time and has 
processes in place to identify, assess and monitor material CRROs. 
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4. Strategy  

4.1 Business overview 

AusNet is a diversified energy infrastructure business that owns and operates the primary Victorian electricity transmission 
network, an electricity distribution network in eastern Victoria, a gas distribution network in western Victoria and metering 
services. The Group has also established an unregulated business, Development & Future Networks (D&FN), which provides 
contracted infrastructure asset and energy services, as well as a range of asset and utility services to support the management 
of our electricity and gas networks. For further information on our operating activities, refer to Note B.1 Segment results in the 
consolidated financial statements. 

This section outlines our CRROs and their potential impact on our business model and value chain, mitigating and adaptive 
actions the Company is taking to respond to CRROs, and our assessment of our climate resilience, noting that these are 
subject to ongoing refinement as data, methodologies and practices continue to evolve. 

Value Chain  

The table below summarises the group’s key external, upstream and downstream value chain relationships. Refer to “CRROs” 
section on expected impact of each climate related risk or opportunity on our value chain. 
 

External environment  Government (e.g. VicGrid, Victorian Department of Environment, Energy and Climate 
Action (DEECA)) 

 Regulators (e.g. Australian Energy Regulator (AER), Essential Services Commission 
(ESC))  

 Market bodies (e.g. Australian Energy Market Commission (AEMC), Australian Energy 
Market Operator (AEMO)) 

 Debt and equity investors 
 Insurance market 

Upstream value chain  Suppliers of materials and workers 
 Community and land owners 
 Land management (State government / lessors) 
 Insurance providers 
 Energy generators (coal-fired power plants) 
 Gas facilities 
 Renewable energy generators (e.g. Wind farms, solar power facilities, microgrid) 
 Customers (e.g. Customer Energy Resources (CER) - Solar power, batteries) 
 Supplier of other services (corporate, technology, professional, utilities, etc) 
 Metering services 

Downstream value 
chain 

 Electricity retailers 
 Gas retailers 
 Residential, commercial and industrial end users  
 Customers of customer-initiated projects and requested network augmentations – (e.g. 

Victorian Government (VicGrid), AEMO, Electricity distribution network service providers 
(DNSPs), or non-regulated businesses 

 All other customers (Refer to “Section B – Operating our business” in the financial 
statements for more information.) 

 

4.2 Our Climate Strategy  

The Victorian Government has set a target to achieve net zero emissions by 2045, interim emissions reduction target of 75 to 
80 per cent below 2005 levels by 2035, and 95 per cent target for renewable energy generation by 2035, in each case in 
relation to Scope 1 and 2 emissions only. An integral part of the emission reduction target is the decarbonisation of the 
electricity sector and the electrification of other sectors such as gas, transport and industrial loads. AusNet supports the 
Victorian Government's target to achieve net zero emissions by 2045 (Scope 1 and 2), and the interim emissions reduction 
targets by 2030 and 2035.  
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As Victoria’s primary electricity transmission network operator, together with responsibility for operating gas and electricity 
distribution networks in the State, AusNet plays an important role in supporting the decarbonisation of the electricity system, 
electrification and the overall energy transition. AusNet’s climate strategy seeks to support the transition to net zero emissions 
while continuing to deliver safe, reliable and affordable energy services, recognising that outcomes are influenced by a range 
of external factors including government policy settings, customer behaviour, technology development and regulatory changes. 

AusNet intends to support Australia and Victoria’s transition to renewable energy by investing, where practicable, and within 
its role as a network service provider. This includes, subject to regulatory approval and system needs, investment in expanded 
transmission capacity and improvements to the distribution network, including network resilience enhancements and 
supporting the integration of electric vehicles and other consumer energy resources into our network. The timing, scale and 
nature of these investments are influenced by a range of factors including regulatory determinations, customer demand, 
system planning processes and broader market developments.  
 
4.3 Climate-related risk and opportunities  

AusNet manages climate-related matters, including transition risks and physical risks (such as hazards like bushfire and severe 
weather events), and consideration of these matters are captured in our strategy, business planning, and asset management 
planning. Actions to manage climate-related risk and opportunities are embedded within our five-year plan and annual 
priorities. 

The Group considered the impact of climate change and related risks and opportunities over three time horizons: 

1. Short-term (2026 to 2030)  
2. Medium-term (2031 to 2040)  
3. Long-term (2041 to 2045) 

 
These timeframes take into consideration (among other factors): the anticipated pace of electrification and transition to 
renewable energy sources, regulatory reset periods, the Group’s strategic priorities and planning horizons, climate target 
milestones (2030 and 2045), the Victorian government’s renewable energy target milestones (2030 and 2035) and 
commitment to achieve net zero emissions by 2045, and the Australian government’s commitment to transition Australia’s 
economy to net zero emissions by 2050. 

The climate-related risks and opportunities discussed in this section have been assessed against moderate warming 
conditions that assumes ~1.8°C of warming by 2100. Under these conditions, we assume that the energy transition will 
continue at a pace to limit global temperature rise to below 2.0°C compared to pre-industrial levels, with current economic 
conditions affecting the present and near term and moderate economic conditions on average in the future. EBITDA for the 
year ended 31 December 2025 was $1,408.2 million and is expected to increase over the medium and long term due to 
forecasted major capital projects and other factors. The assumptions underpinning the base case are consistent with those 
applied in the impairment models used in the preparation of the financial statements, including assumptions relating to revenue 
growth, operating costs, capital expenditure and discount rates. Refer to Note C.4 – Impairment of non-financial assets in the 
financial statements. 
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AusNet has identified four transition risks, two physical risks, and two opportunities related to climate change: 

A Transition risks  A1 - Changes in government and regulatory policies and decisions relating to the energy sector, where not 
adequately anticipated, may have potential unfavourable or detrimental impacts on the business and its 
growth or investment opportunities. 

 A2 - Energy market transition results in stranded assets and increased costs to continue operations. 
 A3 - Changes in customer behaviour and adoption of new technologies resulting in financial or network 

operations impacts. 
 A4 - Global energy transition places pressure on the availability and costs of equipment, major service 

providers and contractors. 

B Physical risks  B1 - Acute – Operational or equipment failure due to short term, physical impacts of extreme weather 
events. 

 B2 - Chronic – Increased risk of operational or equipment failure due to longer term shifts in climate 
patterns (e.g. physical impacts of a warmer climate on AusNet's network). 

C Opportunities  C1 - Energy Transition and demand growth from electrification increases investment opportunities in 
Distribution and Transmission network. 

 C2 - Build climate resilience through investment in resilience infrastructure and resilience programs. 
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A. Transition risks  

A1 - Changes in government and regulatory policies and decisions relating to the energy sector, where not adequately 
anticipated, may have potential unfavourable or detrimental impacts on the business and its growth or investment 
opportunities (“Changes in policy risk”) 
 
Time 
horizon 

Short term to Long term (2026 to 2045) 

Risk 
description 
/ Impact on 
business 
model 

The risk of policy and regulatory changes is increasing due to the complexity and difficulty associated with the 
delivery of the energy transition. Implementation pathways may evolve over time as a result of these changes. 
Changes may require significant adjustments to AusNet’s operations and business model, and could have an 
adverse impact on AusNet’s financial position, revenue, operating costs, profit, and cashflows. 
 
Examples of risk and potential impact include (but are not limited to): 

 Government policies designed to address climate change and targets set to reduce emissions could result in 
additional costs for the Company and affect our allocation of resources. For example, the federal government 
may make changes to requirements under the Safeguard Mechanism1. (Refer to 5.4.1 Safeguard Mechanism 
for more information). 
 

 Changes in regulatory policies, network revenue models and cost recovery mechanisms may create a gap 
between costs required to deliver the energy transition and recovery of those costs through allowed regulated 
revenues for the regulated businesses. The transition to a low carbon economy, including electrification, 
emission reduction initiatives, and electricity network upgrades and expansion will require significant levels of 
investments. If not fully recoverable, this may place pressure on network profitability and the ability to continue 
to invest confidently to enable the energy transition. Increased electrification and gas disconnections may also 
result in a smaller base of remaining gas customers over which fixed network costs are recovered. This could 
result in policy and regulatory changes to alleviate pressure from energy affordability concerns, but potentially 
constrain our ability to recover prudent and efficient network costs. (For the gas distribution business, capital 
redundancy provisions may also have an impact on the financial outcome of price reviews). 

 
 Changes in the regulatory regime relating to cost pass-through mechanisms could have an impact on our 

business model and forecasted revenue and earnings. This includes, but is not limited to, changes to the 
regulatory framework with regards to pass-through of costs related to natural disaster and insurance costs, 
which could have implications for the regulated businesses. Such changes could place financial pressure on 
network operators and their ability to recover costs. 

 
 Changes in planning decisions or unexpected changes in policies in relation to the electricity network, could 

impact investment opportunities for the Distribution and Transmission businesses. Rule changes relating to the 
contestability of energy services could affect the D&FN business.  These risks may lead to loss of revenue 
compared to forecasts and/or increase in operating expenses.  
 

 Policy misalignment between State and Commonwealth governments (for example, positions taken on the 
future of gas) and differences in positions on climate change across political parties creates uncertainty in the 
operating environment and could delay the pace of decarbonisation and the energy transition.   

Impact on 
value chain 

 Line of business affected – Distribution, Transmission, Gas and D&FN 
 External environment: Government and regulatory bodies 

Mitigation / 
adaptation 
efforts 

 Price review strategy for the regulated businesses (electricity transmission, electricity distribution, and gas 
distribution) 

 Ongoing engagement with government, planning, regulatory, and rule-making bodies  
 Participation in consultation processes and policy reviews to influence continued network relevance and 

coordinated industry engagement through key industry bodies 
 Monitoring of policy and regulatory developments 
 Completion of evidenced based submissions and engineering analysis (where required) to support policy 

decision making 

Current 
year 
financial 
impact 

 No financial effect in the current year. 

 
1 Under the Safeguard Mechanism, there is a legislative requirement that applies to AusNet to reduce net Scope 1 emissions from the gas 
business by 4.9% per year until 2030. It is anticipated that further legislation will be introduced that will reduce the baseline to zero by 2050. 
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Anticipated 
financial 
impact 

 The anticipated financial impact has not been quantified in the current year due to the uncertainty associated 
with potential changes in government and regulatory policy, resulting in high level of measurement uncertainty. 
Accordingly, the related information would not be useful. 

 If a policy change results in significant adjustments to AusNet’s operations or business model, and/or 
unanticipated changes to business plans, there may be potential loss of revenue, potential increase in operating 
expenses, potential impairment of assets, or changes in planned capital expenditures (cash flows). Specific 
timing of when potential policy changes may occur is uncertain.  

 Revenue may be impacted in the future by regulatory decisions if there are changes in relation to regulatory 
revenue recovery or price setting mechanisms. 

 

A2. Energy market transition results in stranded assets and increased costs to continue operations (“Stranded assets 
risk”) 

Time 
horizon 

Medium to Long Term (2031 to 2045) 

Risk 
description 
/ Impact on 
business 
model 

A rapid energy transition, including the shift towards low-carbon and renewable energy sources, may impact the 
financial value of AusNet assets, timing of maintenance and decommissioning activities:  
 

 Assets in the gas distribution network may become economically and physically stranded or redundant as a 
result of government policy to transition away from gas and encourage electrification and shifts in customer 
energy preferences.  

 Certain AusNet assets in and around the Latrobe Valley may become redundant as plans to decommission coal 
power plants are brought forward. 

 
Impact on 
value chain 

 External: Government, Regulators 
 Downstream: Gas customers, electricity customers 
 Line of business affected – Gas, Transmission 

Mitigation / 
adaptation 
efforts 

 In the near term, mitigation efforts to reduce the risk of asset stranding in the gas distribution business include 
seeking approval for an allowance for accelerated depreciation (i.e. accelerated return of capital) from the 
regulator.  
 
o In our 2023-28 Gas Access Arrangement Review (GAAR) proposal, AusNet proposed to update the 

regulatory depreciation schedule for gas assets to reflect the expected economic lives of these assets. 
This was aimed at minimising the risk of economic asset stranding in the scenario of a material decline in 
future gas demand by accelerating capital recovery for existing assets and minimising price impacts to 
future customers.  

o In its 2023 final decision, the AER approved an allowance for accelerated depreciation of $105 million, to 
be recognised across the five-year regulatory period (approximately $21 million per year).  

o In our upcoming 2028-33 GAAR proposal, we will continue to seek to adjust the regulatory depreciation 
schedules in response to Victorian policy decisions to cease new gas connections and to require 
electrification of some gas appliances at end-of-life. 

 
 In subsequent GAARs, we intend to continue proposing prudent and efficient capital expenditure to maintain a 

safe and reliable gas network. 
 Respond to regulatory reforms and government policy to uphold the regulatory framework for capital recovery of 

network investments, particularly with respect to the suitability of the existing gas regulatory framework in the 
context of declining and uncertain future demand for gas. 

 Review annually long term electricity and gas demand forecasts to consider recent demand pattern, customer 
growth, solar growth, and projected temperature increases. 

 Ongoing monitoring of the impacts of Yallourn Power Station and Loy Yang Power Station closures and the 
corresponding affected assets, ensuring contractual and regulatory asset stranding protections over the affected 
assets remain in place.  

Current 
year 
financial 
impact 

 Whilst the approved regulatory accelerated depreciation of $105 million has increased the allowable revenue to 
be charged by the gas distribution business over the 2023-2028 regulatory period, the determination of price 
and tariffs are driven by a number of other factors. AusNet’s gas distribution network revenue is also subject to 
volume risk through price cap regulations, and pricing adjustments are made each year to account for volume 
variations in past years (among other factors). As such, we have not quantified the related increase from the 
accelerated depreciation of $105 million in current year, as it is not possible to isolate the impact to revenue 
from other factors. (Refer to “Review of Financial Results” in the Directors’ Report for overall commentary on 
financial results for the Gas Distribution business for the year).   

 No impairment was recognised in relation to gas distribution assets in the current year. Refer to Note C.4 – 
Impairment of non-financial assets in the financial statements.     
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A3. Changes in customer behaviour and adoption of new technologies resulting in financial or network operations impacts 
(“Changes in customer behaviour risk”) 

Time 
horizon 

Medium term (2031 to 2040) 

Risk 
description 
/ Impact on 
business 
model 

There is potential for consumers to become increasingly aware of their energy options and adopt new technologies 
to manage energy costs and emissions (e.g. rooftop solar, behind-the-meter (BTM) renewable energy systems, 
electric heat pumps). This may reduce their dependence on grid-supplied electricity and gas and could lead to 
system security issues associated with minimum demand.  
 
The demand for energy may also change in the future. For example, increase in peak demand for electricity due to 
higher air-conditioning loads as a result of warmer weather may cause challenges for the network. Increase in 
demand caused by localised rapid electrification could rapidly increase peak demand in both summer and winter and 
affect stability of the network.  
 
These developments may impact the reliability and stability of the network and increase technical challenges for 
network operations such as voltage fluctuations and reverse power flows. Overall, changes in technology and 
customer-behaviour (if not effectively managed) could negatively impact network operations and reliability, impacting 
reputation and financial incentive scheme performance. 
 
For the gas distribution business, a quicker transition to electrification may result in fewer connections and lower 
volumes. There may also be a lower demand for gas due to warmer winters, which may negatively affect revenue. 
 

Impact on 
value chain 

 Line of business affected – Distribution, Transmission, and Gas  
 Downstream: Electricity customers 
 External: Government, Regulators 

 
Mitigation / 
adaptation 
efforts 

Mitigation efforts to address changing customer behaviour and adoption of new technologies: 
 Customer research to understand shifts in behaviour and sentiment 
 Ongoing reviews and engagement with industry/research bodies (including technology providers) on future 

network and customer scenarios. (Distribution, Transmission, Gas). 
 Identification of emerging operational risks in relation to customer behaviour and trends  
 Risk and environmental scan at commencement of price resets  
 
Mitigation efforts to address asset reliability: 
 Network resilience programs and network contingency plans set out mitigations and response and restoration 

plans. 
 Control Room, field operations and engineering response (24/7) to network incidents. 
 Asset inspection and maintenance program 
 Maintain operational and power system security procedures 
 Risk-based asset replacements initiated and delivered on an ongoing basis 
 State Emergency Management Arrangements 
 Solar emergency backstop (SEB) mechanism - The enablement of the SEB came into effect on 1 October 2024. 

It provides electricity distribution network service providers the ability to limit solar exports if directed to do so by 
AEMO for a set period. 

Anticipated 
financial 
impact 

 There are risks associated with cost recovery of the gas regulatory asset base if the regulatory regime and 
current cost recovery mechanism in place changes. As at 31 December 2025, the gas distribution business 
regulated asset base is $2.1 billion. In the short term, revenue may be brought forward, if the regulator approves 
additional accelerated depreciation in upcoming regulatory periods. Extent of the risk of stranding in the medium 
to long term currently remains uncertain. 

The gas distribution network assets are subject to impairment testing each year. The carrying value of the cash-
generating unit (CGU) is $2.6 billion. Refer to Note C.4 – Impairment of non-financial assets in the financial 
statements for more information. 

 The carrying value of AusNet’s assets at Yallourn power station is $22.0 million. Remaining service life of assets 
identified as being part of the generator switchbay has been adjusted to June 2028 as a part of a previous 
service life review in March 2021. AusNet’s contractual arrangements and the regulatory regime provide strong 
overlapping financial stranded asset risk protection. Any further financial impact will not be known until any 
future decommissioning plans are in place, if required. 

 The carrying value of AusNet’s assets at Loy Yang power stations is $42.6 million. AGL’s Loy Yang A power 
station is forecasted to close in 2035, and Alinta’s Loy Yang B power station is expected to close in 2047, but 
could be brought forward. All Loy Yang assets service life end dates were brought forward in March 2022.  
AusNet’s contractual arrangements and the regulatory regime provide strong overlapping financial stranded 
asset risk protection. Any further financial impact will not be known until any future decommissioning plans are 
in place, if required. 
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Current 
year 
financial 
impact 

 $2.0 million of capital expenditures and $5.9 million of depreciation incurred in the current year, in relation to 
software assets capitalised for the Solar Emergency Backstop (SEB) program, reflected in Intangible assets in 
the Consolidated Balance Sheet and Depreciation and amortisation in the Consolidated Income Statement in 
the group’s Financial Statements. (Total capital expenditures incurred for the project as at 31 December 2025 
was $32.3 million).  

 Other potential financial impact may be reflected in the “service level payments” expenditures line in the 
statement of profit and loss. Guaranteed service level payments of $8.3 million were incurred in the current 
year. However, no specific analysis has been performed to isolate whether unplanned outage events were 
directly attributable to this risk factor. The impact of this risk may not be separately identifiable from other drivers 
of network performance, but this may change as data availability and methodologies develop. 

 

Anticipated 
financial 
impact 

 Depreciation related to the assets recognised for the Solar Emergency Backstop project (remaining carrying 
value of assets is approximately $26.4 million). 

 The anticipated financial impact for the following items has not been quantified in the current year due to the 
uncertainty associated with pace of changes in customer behaviour and adoption of new technology, resulting in 
high level of measurement uncertainty. Accordingly, the related information would not be useful. 

o Potential increase in guaranteed service level payment expenses, regulatory penalties, or Service Target 
Performance Incentive Scheme (STPIS) adjustments to allowed revenue in future if reliability performance 
deteriorates due to network complexity and demand volatility. This could be potentially managed through 
proactive and early investment in infrastructure. Outcomes will be dependent on regulatory approvals. 

o Potential increase in operating expenses to manage complexities and challenges to maintain network 
reliability (external maintenance and contractors’ services), which may be recoverable through the regulatory 
regime (primarily for the electricity distribution business, potentially could also affect the electricity 
transmission business) 

o Potential increase in capital expenditures to invest in programs and infrastructure to support network 
reliability  

o Lower than expected revenue in the gas distribution business, if there are fewer connections and lower 
volumes than forecasted 

 

A4. Global energy transition places pressure on the availability and costs of equipment, major service providers and 
contractors (“Supply chain risk”) 

Time 
horizon 

Short term to Long term (Current to 2045) 

Risk 
description 
/ Impact on 
business 
model 

Significant levels of investment are required for deployment of renewable energy technologies and supporting 
infrastructure globally to meet decarbonisation goals and to transition to a lower emissions energy system in Australia 
(inclusive of transmission and distribution infrastructure). This will increase demand for critical equipment, materials 
and specialised labour relevant to capital programs. 

Increased demand for equipment and specialised labour has the potential to constrain supply and extend 
procurement lead times, which could impact AusNet's ability to meet construction, implementation or delivery targets 
for capital programs and operational initiatives. Further, ineffective or delayed planning could increase the risks of 
price volatility impacting the sourcing and production of materials, equipment, and technologies needed to support the 
growth. Delays in project delivery due to supply chain constraints, may result in stakeholder scrutiny, including from 
regulators and customers, particularly where delivery timing is linked to approved regulatory programs or contractual 
commitments.  
 

Impact on 
value chain 

 Line of business affected – Distribution, Transmission, Gas, D&FN 
 Upstream: Major service providers, contractors, suppliers  
 Downstream: Gas customers, electricity customers 

 
Mitigation / 
adaptation 
efforts 

 Supplier relationship management program based on a supplier’s criticality and underpinned with structured 
business plans 

 Indexation of material and services costs within the regulatory framework 
 Multi-year line of business forecasts of required materials and services 
 Streamline specifications to industry standard 
 Business continuity plans for critical materials and services 
 Third party risk management  
 Contract Conditions / Vendor Assessment Process 

 
Current 
year 

 Any increase in costs that is potentially driven by climate change, amongst other factors would be reflected in 
“External maintenance and contractors’ service” costs in the consolidated income statement and “Inventories” 
and “Property, plant and equipment” in the consolidated balance sheet. Whilst this risk may have had an impact 
on increasing costs in the current year, there are also other factors driving cost increases, such as inflation. 
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financial 
impact 

While certain cost pressures may be influenced by factors associated with the energy transition and climate 
change, its direct impact on cost is not separately identifiable. The company has not identified a discrete climate-
attributable cost component that can be reliably separated from other macro-economic drivers such as inflation 
and global supply chain conditions. As such, current year financial impact has not been quantified. 

Anticipated 
financial 
impact 

 There may be potential increases in costs of services and materials, due to increasing pressures from global and 
domestic energy transition, affecting demand and availability of services and materials. As described above, the 
company has not identified a discrete climate-attributable cost component that can be reliably separated, 
therefore potential cost increases due to this risk have not been quantified. 

 

B. Physical risks  

B1. Acute – Operational or equipment failure due to short term, physical impacts of extreme weather events (“Acute 
physical risk”) 

Time 
horizon 

Short to Long Term (Current to 2045) 

Risk 
description 
/ Impact on 
business 
model 

Climate change is expected to result in increased frequency, duration and severity of natural hazard events and 
extreme weather events, which includes extreme rainfall and storms; bushfires; extreme heat (heatwaves); and 
extreme wind. AusNet may experience increased costs and operational impacts due to acute weather events that 
impact AusNet's networks and assets. Some of the climate hazards that could increase in frequency and intensity that 
could threaten our assets include (but are not limited to): 
 
 Bushfires – This is one of our most significant climate hazard risks and is a direct risk to all assets above 

ground, especially for our electricity distribution and transmission network. Bushfires could cause damage or 
destruction of assets including overhead lines, communication equipment, poles, towers and substations. 
(Potential damage may be higher for distribution assets due to the materials used and height above ground). A 
recent example of bushfire events (aside from the January 2026 event described below) that had a major impact 
on the network is the “Black Summer” bushfires from the 2019-2020 season, which caused widespread 
devastation across regional areas. 1,000km of AusNet’s powerlines were affected, resulting in households being 
off supply. AusNet submitted an application to the AER for a pass-through of $13.7 million for operating costs 
and $6.9 million of capital expenditures associated with the 2019-2020 bushfires, and the AER approved pass-
through revenue of $15.9 million, which was recovered over a five-year period.  
 
Despite extensive investment in bushfire mitigation measures, the AusNet Group’s electrical assets can cause 
bushfires leading to loss of life and property. Recent fire events both domestically and overseas have resulted in 
substantial losses for insurers and other utilities. While these losses have not impacted the AusNet Group 
specifically, these bushfire events are impacting, and future bushfire events may impact the availability and 
pricing of bushfire liability insurance globally. 
 
The AusNet Group has liability insurance which specifically provides cover for bushfire liability. The AusNet 
Group reviews its insurance cover annually and seeks cover commensurate with the scale and size of its 
operations, the risks assessed to be associated with its operations and with industry standards and practice. 
Recent events have seen some insurers withdraw from the market and premiums rise. This will likely continue to 
occur for future renewals, thereby increasing the risk of not being able to source commensurate cover or on 
commercially reasonable terms. There are regulatory mechanisms in place under which, in certain 
circumstances, the AusNet Group may apply to the AER for a pass through of any reasonable and prudent 
residual costs that may ultimately be incurred in relation to bushfires above the AusNet Group’s liability 
insurance. This regulatory mechanism has yet to be tested in practice. 
 
Although the AusNet Group maintains insurance that it believes is appropriate to protect against major operating 
and other risks, not all risks are insured or insurable. In particular, the AusNet Group does not carry insurance for 
damage to its towers, poles, wires or pipelines. Due to changeable insurance market conditions, the AusNet 
Group cannot be certain that adequate insurance coverage for potential losses and liabilities will be available in 
the future on commercially reasonable terms and may also elect to self-insure and/or carry increased 
deductibles. If the AusNet Group experiences a loss in the future, the proceeds of the applicable insurance 
policies, if any, may not be adequate to cover replacement costs, lost revenues, increased expenses or liabilities 
to third parties. 
 

 Storms / Extreme rainfall – This hazard is a risk to overhead transmission and distribution lines, poles, towers, 
substations, and communication equipment. The February 2024 storms caused damage across 12,000 km of 
powerlines and poles across the state’s electricity distribution businesses, causing widespread power outages. 
AEMO instructed load-shedding of approximately 92,000 homes and business, state-wide. The February 2024 
storm is the largest that AusNet has experienced, resulting in 297,000 of our customers being off supply. In 
September 2024, an extreme storm caused widespread damage and outages across our network, with 
approximately 340,000 homes and businesses losing power. Consequently, the AER approved a cost pass 
through of $30.1 million to allow AusNet to recover costs incurred for the February 2024 storms and $12.9 million 
in relation to the September 2024 storms. 
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 Extreme wind – Risks to distribution and transmission lines, poles, towers, and communication equipment and 

have the potential to impact customer supply if damage to assets lead to prolonged power supply disruption. 
(Distribution assets are more likely to be damaged by trees and vegetation brought down by wind, whereas for 
transmission assets, conductors and towers are more susceptible to extreme winds directly). In the February 
2024 storms, six 500kV transmission towers collapsed due to convective downbursts. Capital expenditures 
related to the rebuild of Anakie Towers amounted to $32.0 million, expected to be recovered over the life of these 
assets. 

 
 Extreme heat (heatwaves) – Extreme temperatures can impact both overhead transmission and distribution 

lines and power transformers. Above standard operating temperatures can result in the need to derate 
substations and cause faults in communications equipment. Heatwaves can extend duration of overload to 
distribution transformers, substations, and underground cables leading to damage and/or early asset failure. 

 
Other potential impacts of increasing frequency and severity of extreme weather events include the following: 
 Customers may seek to recover loss or damages, or may influence government and regulatory stakeholders.  
 Expectations may increase investment to build community resilience, to ensure there is access to standalone 

energy supply that communities can rely on during outages.  
 Emergency events may impact the crews required for response, including overtime; emergency sourcing of 

materials may be required. 
 Damage to assets and infrastructure could result in increased costs of repairs and to restore power and service. 

More and longer duration of outages could increase penalties and compensation costs. Damaged assets and 
equipment may also need to be replaced earlier than expected, which may further increase pressure on 
availability and costs of equipment. 

 Potential increases to operational costs to prepare for extreme weather events. Currently, there is a mechanism 
to apply for cost recovery via the regulatory regime subject to relevant approvals and thresholds, but this could 
change in the future.  
 

Impact on 
value chain 

 Line of business affected – Distribution, Transmission, Gas, D&FN (assets in construction) 
 Upstream: Major service providers, contractors, suppliers  
 Downstream: Electricity customers, D&FN customers, Gas customers 

 
Mitigation / 
adaptation 
efforts 

 Compliance with Network Management, Technical Standards and Design Standards and Safety Programs  
 Conduct asset inspection and maintenance program including scope and schedules as per asset management 

policy 
 Tree hazard identification, programs to mitigate bushfire start risk, evaluation of the network most 

vulnerable to climate hazards 
 Identification of opportunities to improve network resilience (transmission and distribution networks). 
 Emergency response, disaster recovery plans, incident management system, operational contingency planning 
 Public Liability Insurance and insurance policies covering climate change events risks. 
 Bushfire mitigation activities and compliance with Energy Safe Victoria’s Rapid Earth Fault Current Limiter 

(REFCL) Operations Policy 
 Maintain regulatory natural disaster pass-through protection 
 Climate modelling and scenario analysis, informed by Intergovernmental Panel on Climate Change (IPCC) 

aligned emissions pathways has been considered in developing a comprehensive resilience investment proposal 
for the Electricity Distribution Price Review (“EDPR”). The revised EDPR submission addressed AER’s draft’s 
decision, and the final outcome is subject to AER’s approval and final decision, expected to be released in April 
2026.  

Current 
year 
financial 
impact 

 Guaranteed service level payments related to major event days totalled $0.3 million in the current year. Revenue 
for recovery of costs related to the storms in February 2024 and September 2024 recognised in the current year 
for the Electricity Distribution business was approximately $8.0 million. 

 

Anticipated 
financial 
impact 

 In January 2026, Victoria experienced a severe weather event, when bushfires had a damaging impact on our 
electricity distribution networks. AusNet and its delivery partners mobilised rapidly to restore the network, repair 
and rebuild damaged assets, and remediate power outages. The financial impact as a result of the event is still 
being determined. This is likely to include restoration costs and additional costs arising from our response. 
AusNet is currently considering whether pass-through applications should be made to the AER to seek recovery 
of these costs, as permitted under the regulatory framework. AusNet may also be required to make payments 
under the Guaranteed Service Level regulatory scheme.  

 
The anticipated financial impact has not been quantified for the below due to high measurement uncertainty, as this 
will be driven by occurrence, severity, frequency, and location of extreme weather events, which cannot be 
determined at this time. 
 
 Guaranteed service level and other regulatory penalties associated with unplanned outages caused by extreme 

weather events 
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 Capital expenditures to build resilience in grid and upgrade assets via approval of capital investment plans and 
funding from government bodies and regulators, see “Opportunities” section, subject to regulatory approval and 
funding arrangements 

 Operating expenditures related to prepare and respond to events and potential restoration costs (Should be 
mostly recoverable via regulatory regime) 

 Potential funds and investments to support community and grid resilience 
 Where assets are materially damaged, accelerated depreciation or asset write-offs may be recognised in 

accordance with applicable accounting standards  
 

 

B2. Chronic – Increased risk of operational or equipment failure due to longer term shifts in climate patterns (e.g. physical 
impacts of a warmer climate on AusNet's network). (“Chronic physical risk”) 

Time 
horizon 

Long term (2041 to 2045) 

Risk 
description 
/ Impact on 
business 
model 

AusNet may experience increased costs and operational impacts due to longer term shifts in climate patterns.   
 Projected increases in average and extreme temperatures may result in more frequent periods of higher peak 

demand and could result in more load on assets. This could lead to brownouts2 and unplanned outages   
 Longer term shifts in temperatures and rainfall patterns may increase underlying bushfire risk in certain regions 

of the network. In the medium to long term, there may be an increase in re-insurance costs and potential 
challenges in obtaining adequate bushfire insurance, due to contraction in the insurance market and market 
conditions. 

 Warmer climate could cause potential operational or equipment failures, which could impact conductors, 
insulators and gas and electricity infrastructure. 

 Increasing frequency of extreme heat events may result in additional workforce safety controls and scheduling 
adjustments, which could increase operational costs. 

 
Over the medium to long term, additional capital expenditure may be required to maintain and upgrade assets to build 
network resilience, subject to regulatory approval and inclusion within future revenue determinations. 
  

Impact on 
value chain 

 Line of business affected – Distribution, Transmission, Gas, D&FN (assets in construction) 
 Upstream: Major service providers, contractors, suppliers  
 Downstream: Electricity customers, D&FN customers 

 
Mitigation / 
adaptation 
efforts 

 Annual review of the long term demand forecast report for all lines of business 
 Monitoring and management of commitments in safety management schemes/safety cases submitted and 

approved by Energy Safe Victoria (ESV) 
 Network management strategy for Gas, Transmission and Distribution networks 
 Public Liability Insurance and insurance policies covering climate change events risk 
 Emergency response, disaster recovery plans, incident management system, operational contingency planning 
 Tree hazard identification, programs to mitigate bushfire start risk, evaluation of the network most vulnerable to 

climate hazards 
 Identify opportunities to improve network resilience through network hardening on both the elec. distribution and 

transmission networks 
 Evaluate investment in high-risk areas to improve resilience  
 Critical Risks Control Program (Critical Risk Statement, Critical Risk Networks, Critical Risk Reviews) and HSEQ 

Risk Registers, Annual HSEQ Plan, HSEQ Measurement and Reporting 

Current 
year 
financial 
impact 

 No current year financial impact 

Anticipated 
financial 
impact 

Anticipated financial impact has not been quantified for the below due to high measurement uncertainty, reflecting 
uncertainty in the severity of the shifts in climate patterns and the related impacts on the business and assets: 
 Guaranteed service level and other regulatory penalties associated with unplanned outages caused by extreme 

weather events 

 Capital expenditures to build resilience in grid and upgrade assets (via approval of capital investment plans and 
funding from government bodies and regulators) – see “Opportunities” section 

 Operating expenditures related to prepare and respond to events and potential restoration costs (Should be 
mostly recoverable via regulatory regime) 

 Potential increase in insurance / re-insurance costs 

 
2 A brownout is a drop in voltage in the electricity supply network. They can be caused by high electricity demand, severe weather or faults 
in the electricity distribution network. 
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C. Opportunities 

C1 - Energy Transition and demand growth from electrification increases investment opportunities in Distribution and 
Transmission network (“Opportunities to invest in electricity network”) 

Time 
horizon 

Short term to Long term (Current to 2045) 

Opportunity 
description 
/ Impact on 
business 
model 

Electrification trends associated with the energy transition may increase demand across transport, gas and industrial 
sectors, alongside increased deployment of changing technologies such as large-scale renewable generation, 
storage and customer energy resources (CER). 

These developments are expected to place additional demands on transmission and distribution networks, which 
may support additional investment in network infrastructure and service provision, subject to regulatory approval, 
market conditions and customer demand. 

AusNet’s regulated network businesses are positioned to respond to these system needs through prudent investment 
in the network replacement, augmentation and resilience, consistent with regulatory obligations to maintain safety, 
reliability and security of supply. AusNet’s unregulated businesses may also seek to participate in contestable 
opportunities that support network connectivity and integration of renewable generation, storage and CER, where 
commercially viable. 

Impact on 
value chain 

 Line of business affected – Distribution, Transmission, Gas, D&FN  
 External: Regulators, shareholders  
 Downstream: Electricity customers, D&FN customers 

 
Adaptation 
efforts 

AusNet is working closely with Governments, AEMO, VicGrid and other stakeholders in the planning of future 
investment and network needs. The business is responding to market reforms and performing analysis on network 
and reviewing industry research and pursuing opportunities as they come about. 
 

Indicative opportunities at line of business level may include: 

Transmission: 
 Replace and upgrade existing ageing and deteriorating assets to maintain future network reliability and 

resilience to provide a stable foundation that allows for new transmission infrastructure from the Victorian 
Transmission Plan and other ISP projects to operate effectively.  Whilst the proposed capital investments in the 
Transmission Revenue Reset (TRR) proposal for the 2027 – 2032 period are not solely driven by a response to 
climate change, this investment combined with other investments in network growth, will help maintain future 
network reliability and improve resilience to extreme events (such as storms, wide swings in demand or failure 
of large generation points). These investments are intended to facilitate the integration of the renewable 
generation and support system reliability as the generation mix evolves. Upgrades are intended to address 
potential changes in peak and minimum demand profiles associated with electrification.  

 Pursue non-contestable opportunities to expand existing transmission network. 
 
Distribution: 

 Augmentation across all voltage levels to accommodate increased peak demand driven by electrification. 
 Low voltage augmentation to support customer energy resource (CER) integration and enablement to unlock 

efficient level of export capacity. 
 Investments to enable large renewables and sub-transmission network to accommodate growth in large-scale 

renewables required to meet emission reduction targets. Connections, replacement, network augmentation and 
non-network projects to facilitate connection and growth in large renewable generation efficiently and prudently. 

 Digital investments to allow CER to be integrated more effectively, increase network utilisation. 

D&FN: 
 Pursue opportunities to expand existing transmission network. 
 Pursue opportunities to bid for contestable parts of new transmission connections for new generation and 

storage (wind, solar, battery storage) and load connections to the transmission network in Victoria.  
 Pursue contestable major transmission projects, including an Interstate expansion strategy – connections 

infrastructure across National Electricity Market (NEM).  
 Pursue Battery Energy Storage System (BESS) infrastructure opportunities to support electrification. 

Current 
year 

Assessing whether a capital project is considered directly attributable to climate-related drivers involves management 
judgement and may evolve as reporting methodology develops. Consequently, we have reported our total capital 
expenditures and certain expenditures for certain major project categories below for the electricity transmission and 
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financial 
impact 

distribution businesses and the D&FN business. Over time, capital expenditure levels may be influenced by 
electrification trends and broader energy transition, subject to regulatory approvals and market conditions. (Refer to 
“Vulnerability of assets and business activities related to climate-related risks and opportunities” sections for more 
information). 

 Transmission – Capital expenditures of $371.1 million was spent during the year of which $185.6 million was 
related to replacement programs.  

 Distribution – Capital expenditures of $632.6 million was spent during the year, of which $1.6 million was related 
to rapid earth fault current limiter (REFCL) compliance works and $2.1 million was incurred related to the solar 
emergency backstop program.  

 D&FN – Capital expenditures of $325.5 million was spent during the year. Key projects include the Western 
Renewable Link project, new Battery Energy Storage System (BESS) connection projects at Mortlake and Pine 
Lodge and new Solar Farm projects at Goorambat. 

Anticipated 
financial 
impact 

 Revenue to cover capital expenditures to invest in the Distribution and Transmission Network: 
o  Electricity Distribution Price Review (EDPR) - $3.4 billion of net capital expenditures forecasted for the 

2026 to 2031 period, proposed in the revised EDPR proposal submitted in December 2025, subject to 
approval by the AER with the final decision expected in April 2026. Of the $3.4 billion, $71.6 million is 
proposed for CER enablement; $165.5 million is proposed for REFCL works; and $166.2 million is 
proposed for resilience programs. Approval or proposed capital expenditure is subject to Australian 
Energy Regulator (AER) determination and may differ from the amounts in our revised proposal. 
Regardless of the regulatory allowance, AusNet will continue to engage with relevant government and 
regulatory bodies that may affect network investment requirements.  

o Transmission Revenue Reset (TRR) - $2.4 billion of capital expenditures proposed for the 2027 – 2032 
regulatory period, which is subject to approval by the AER, with the final decision expected in April 2027. 
Capital expenditures include major station replacement projects ($1.2 billion), asset replacement 
programs ($655.1 million), compliance and resilience ($282.7 million), digital ($266.1 million) and non-
network expenditures ($73.8 million).  
 

 Increase in revenue from new capital projects and growth in regulated and contracted asset base. 
  

 

C2 - Build climate resilience through investment in resilience infrastructure and resilience programs (“Opportunities to 
invest in climate resilience”) 

Time 
horizon 

Short term to Long term (Current to 2045) 

Opportunity 
description 
/ Impact on 
business 
model 

The increased likelihood of extreme weather events and natural disasters due to climate change highlights the 
importance of continued investment in network resilience and community preparedness. There is an opportunity to 
invest and implement a number of resilience programs, such as network hardening, installation of Standalone Power 
Systems (SAPS), microgrids, solar and battery backups, and portable community resilience assets. Resilience plans 
are intended to contribute to long term system reliability.  

These resilience initiatives are designed to reduce the likelihood and consequence of asset failures, and to support 
more timely service restoration to customers during bushfire and storm events, as well as supporting temporary 
supply until network maintenance can occur. Over time, improved resilience may mitigate certain outage-related 
costs. 

Impact on 
value chain 

 Line of business affected – Distribution, Transmission  
 External: Regulators  
 Downstream: Electricity customers 

 
Adaptation 
efforts 

 Request for funding and approval for resilience programs and plans to upgrade assets through pricing 
submission proposals (EDPR and TRR), supported by physical risks assessments of climate hazards. 

 Advocacy and continuous interaction with stakeholders in the industry. 
 Development of resilience programs and business models, various trials, and analysis of network and industry 

research, internal risk assessments and modelling and analysis.   
 

Current 
year 
financial 
impact 

 Distribution – Examples of capital expenditures associated with resilience include compliance with rapid earth 
fault current limiter (REFCL) policy ($1.6 million) and solar emergency backstop program ($2.0 million). There 
are additional expenditures incurred in relation to resilience that cannot be easily separated from business-as-
usual expenditures. As our reporting processes become refined, additional information may be disclosed in the 
future. 

 Energy Community Resilience Fund (“fund” or ECRF) – Following the severe weather event in Victoria around 
13 February 2024, AusNet established a $12.0 million fund to provide grants to community, not-for-profit 
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organisation, local councils and small businesses to help build and strengthen community energy resilience. 
During the year, $3.9 million was distributed. (Refer to Note B.4 – Provisions in the financial statements).  

Anticipated 
financial 
impact 

 ECRF – There is a remaining provision balance of $4.5 million as at 31 December 2025 which is expected to be 
paid by 31 December 2026.  

 Potential increase in revenue to cover capital expenditures to implement resilience programs and replace and 
upgrade assets (and related growth in regulated asset base).  
o In our revised Electricity Distribution Price Review (EDPR) proposal submitted to the AER for the 2026 to 

2031 period, we have forecasted capital expenditures of $166.2 million relating to resilience projects and 
programs, which covers network hardening and community resilience. However, this is subject to AER’s 
approval and final decision, expected to be released in April 2026. 

o In our revenue proposal for the Transmission Revenue Reset (TRR) for the 2027-2032 period, AusNet 
has proposed a tower strengthening resilience project of $35.3 million (real March 2027 dollars) to fund 
the strengthening of 164 towers across nine of Victoria’s most critical transmission lines. These 
upgrades are expected to reduce the number of tower collapses from an estimated 3.5 to 1.7 events 
over the next 30 years. This is subject to AER’s approval and final decision, expected to be released in 
January 2027. 
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4.4 Climate Resilience and Scenario Analysis   

AusNet’s assessment of climate resilience considered both transition and physical risks and opportunities to develop scenarios 
analysis. Two scenarios were selected based on assumptions published by AEMO in their “2025 AEMO Integrated System 
Plan” and their “2025 Inputs, Assumptions and Scenarios Report” and global temperature outcomes from the Representative 
Concentration Pathways (RCPs). RCPs are scenarios developed and published by the Intergovernmental Panel on Climate 
Change (IPCC) which combine pathways for atmospheric CO2 and other factors to produce long-term models of future 
warming.  

Our base case assumes moderate warming conditions (~1.8°C by 2100). A summary of the two scenarios selected by AusNet, 
to capture both lower and upper limits of reasonable outcomes as compared to the base case, are detailed below: 

 Low warming scenario (~1.5°C by 2100) – Assumes a rapid transition across Australia’s energy sector and an 
accelerated shift to renewable energy sources, supported by stronger government and regulator policy responses. This 
scenario explores increased transition risks and investment opportunities in the Distribution and Transmission network 
and infrastructure. 

 High warming scenario (~2.6°C by 2100) – Assumes a slower transition across Australia’s energy sector and shift to 
renewable energy sources due to challenging conditions, which may include a weaker economy; delays in planning, 
decisions and approvals; less co-ordination across government, regulatory and industry participants. AEMO expects 
national decarbonisation targets will be met, but overall less investments will be made across the energy sector. This 
scenario explores increased physical risks, which creates a stronger case for investment opportunities in resilience 
programs and infrastructure. 
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4.4.1 Assumptions of each scenario are summarised in this table below: 

 Assumptions Low warming High warming 

Global and domestic temperature 
outcome or representative 
concentration pathway (RCP) / AEMO’s 
scenario assumptions 

RCP 1.9 – Consistent with a global 
temperature rise of ~1.5°C by 2100. 
Utilises certain assumptions from AEMO’s 
Accelerated Transition scenario. 

RCP 4.5 – Consistent with a global 
temperatures rise of ~2.6°C by 2100. Utilises 
certain assumptions from AEMO’s Slower 
Growth scenario. 

 

Economic conditions Stronger Weaker 

Electrification Higher electrification efforts to meet 
aggressive emission reduction objectives, 
with faster pace of adoption 

Tailored to meet existing emission reduction 
commitments, with slower adoption given 
weaker economic conditions 

Renewables build Higher Moderate 

Demand side participation impacting 
electricity consumption 

Higher Lower 

Growth in Consumer Energy 
Resources (batteries, PV and EVs) 
(“CER”) and Distributed Energy 
Resources (“DER”) investments  

Higher Lower 

Gas demand Decline in residential gas demand, offset 
by some potential growth in industrial gas 
demand, driven by sustained existing 
industrial loads, data centres and 
emerging industrial loads for green 
commodity exports.   

Decline in residential gas demand and possible 
reduction in existing industrial loads and no 
emerging industrial loads for green commodity 
exports.   

Climate impact Less pronounced climate impact and less 
frequent and severe weather events and 
natural disasters 

Greater climate impact, more frequent and 
severe weather events and natural disasters 

  

4.4.2 Outcome of climate resilience assessment 

AusNet’s regulated businesses operate under regulatory frameworks that provide mechanisms for cost recovery over time, 
subject to regulatory approvals and timing considerations.  The Group maintains established major work programs to prepare 
for climate-related hazards including AusNet’s Bushfire Management Plan (see the Bushfire risk section). However, not all 
climate-related costs are immediately recoverable and certain climate-related physical and transition risks may result in 
increased operating costs, higher insurance premiums or reduced insurability over time. 

Capacity to adjust or adapt strategy 

The Group’s strategy and business model, including its mitigation plans and actions, are currently assessed against two climate 
scenarios. In the short term, revenue and capital investment plans for the regulatory businesses are mostly fixed based on the 
AER’s decisions on the regulatory price submissions (EDPR, GAAR, TRR), and revenue is subject to periodic resets. 
Regulatory control periods are generally five years, with annual tariff mechanisms. The five year reset period allows some 
flexibility in the medium to long term to respond to impact from our CRROs and changes in the operating environment. In the 
assessment below, we have assumed that there will be no material changes to existing regulatory regimes and mechanisms 
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with regards to recovery of costs and pass throughs, however outcomes remain sensitive to future regulatory settings and 
policy developments.  

The regulated electricity network businesses and D&FN may experience increased demand for network investment associated 
with the energy transition, with varying levels of investment requirements across the scenarios. The scale and timing of such 
investment varies across the scenarios and will depend on regulatory approvals, planning decisions, stakeholder engagement 
and access to funding. The business is exposed to physical risks across all scenarios, with the most material impact expected 
in the high warming scenario in respect of above ground electricity network assets. 

The gas distribution business is exposed to transition risks associated with policy measures aimed at reducing fossil fuel use, 
potentially exposing the gas distribution assets to asset stranding risk over time. This risk exists across all scenarios, with the 
highest risk in the low warming scenario as a result of lower consumption from residential households and reduced gas 
connections, driven by stronger policy action and the sentiment to remove fossil fuel. Under the low warming scenario, reduced 
gas use from residential households is expected to be partially offset by higher industrial gas use. AusNet continues to monitor 
changes in gas usage and will actively consider network augmentation including conversion, expansion and/or 
decommissioning based on usage and policy changes. Emerging opportunities to re-purpose the network infrastructure may 
arise if a transition to biomethane or renewable gas blends occurs in the future, subject to technical feasibility and policy 
settings. 

For the unregulated parts of AusNet’s business, there is some flexibility as management can assess and respond to market 
conditions and opportunities, subject to government planning decisions, access to funding and capital, and regulations with 
regards to contestability.  

Physical risks will affect both regulated and unregulated businesses across all scenarios, with the most significant impacts 
expected under the high warming scenario. Increased frequency and severity of extreme weather events and natural disasters 
may result in higher operating and maintenance costs, asset damage, network disruptions and increased insurance costs over 
time. Mitigating actions include continued assessment of asset management and maintenance plans which include 
preventative maintenance plans, emergency response plans, business and network continuity plans and insurance. More 
operating and capital expenditures may be required to invest in asset maintenance and resilience programs to mitigate and 
manage the impact of physical risks, subject to future planning processes, regulatory approvals and funding outcomes. 

Quantitative analysis has been undertaken at a high-level using a “top down” approach by adjusting certain key inputs and 
assumptions to reflect how the level of risks and opportunities may increase or decrease in the low warming or high warming 
scenario, as compared to our base case. The analysis is indicative and intended to illustrate relative differences in risk 
exposure across scenarios rather than provide precise financial forecasts. Our analysis also assumes no material changes to 
existing regulatory regimes and policies. Potential change in level of capital expenditures or pace of delivering capital projects 
are subject to system planning outcomes, regulatory approvals and funding decisions. Accordingly, scenario outcomes should 
be interpreted as assessments of relative risk exposure, rather than precise forecasts.  

Climate-related scenario analysis was performed in the current year. Our assessment of the potential impacts of CRROs on 
our operations and strategy under each scenario is summarised below.   

Low warming High warming 

Transition risk exposure: Higher Transition risk exposure: Moderate 

Physical risk exposure: Moderate Physical risk exposure: Higher 

Potential impact on AusNet 

Opportunities 

Investment requirements in the electricity network are expected to 
be the highest in this scenario to achieve an accelerated transition. 
Additional investment to enhance and upgrade distribution and 
transmission infrastructure will be required to facilitate a rapid shift 
to renewable energy sources and ensure network reliability.  

This may result in the growth in the regulatory asset base for the 
electricity distribution and transmission business, which in turn will 

Potential impact on AusNet 

Opportunities 

Less investment will be made across the energy sector and in the 
electricity network due to lower investment requirements and lower 
demand growth. This could result in slower growth in the regulated 
asset base and less contestable opportunities available for the 
D&FN business.  

The increase in physical risks due to lack of action or slower pace 
in the energy transition in the short term may pose a stronger case 
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Low warming High warming 

result in more revenue, subject to regulatory approvals and 
assumptions.  

There may be more contestable opportunities for the D&FN 
business, subject to market conditions and regulatory settings. 
Other revenue streams may become available, which may 
increase revenue.  

Risks 

Government and regulators may take stronger action and make 
policy changes in order to deliver the accelerated energy transition 
and to achieve emission reduction targets. However, there is some 
uncertainty as to how government and regulators may respond to 
the investment requirements and emission targets, particularly in 
balancing energy affordability issues and prudency assessments 
in regulatory determinations. Unfavourable policy changes could 
have a negative financial impact for the regulated businesses, 
particularly the electricity distribution and transmission business. 

Cost and availability of materials, equipment, services and 
contractors could increase significantly due to the increased 
pressure as the energy transition would be accelerated on a 
national and global scale. 

Stranded asset risk for the gas distribution network may increase 
under this scenario, with the shift to renewables resulting in a faster 
decline in use of natural gas.  Risk would depend on future 
demand, policy and regulatory outcomes. If, under certain 
circumstances, parts of the network were to be decommissioned, 
this could give rise to accelerated depreciation, subject to 
regulatory approvals and accounting treatment. 

Financial impact 

The potential financial impact is as follows, subject to (but not 
limited to government policy, system planning outcomes, 
regulatory approvals and funding decisions), as compared to the 
base case: 

 No material changes in capital expenditure from 2026 to 2030 
(due to our expectations in relation to regulatory approvals 
and supply chain constraints), an increase up to 21% from 
2031 to 2040, and decrease of 8% from 2041 to 2045;   

 No material changes in EBITDA from 2026 to 2030 (due to 
our expectations in relation to regulatory approvals and supply 
chain constraints), an increase up to 5% from 2031 to 2040, 
and an increase up to 11% from 2041 to 2045. 

for investment opportunities to build resilience in the medium to 
long term, as businesses and communities become increasingly 
vulnerable to the impacts of physical risks. This could strengthen 
the case of resilience-related capital expenditures being approved 
by regulators. 

Risks 

The impact of physical risks may be the most pronounced in this 
scenario. Extreme weather events will increase in frequency and 
severity, with storms, bushfires and winds being the greatest 
hazards for our electricity network assets above ground.  

A warmer climate will increase the risk of asset and network failure. 
Increased peak demand and electricity demand for cooling could 
result in greater demand on our assets. This could decrease asset 
life, increase maintenance requirements and chance of regulatory 
penalties due to brownouts to manage load.  

These risks may affect our capital and operating costs over time, 
which may not be recoverable, subject to regulatory decisions. 

Policy risk remains in the energy sector, albeit lower than the low- 
and moderate- warming scenario. 

Stranded asset risk for the gas network also remains, but the 
decline of natural gas may be slower compared to the other two 
scenarios. Any decisions regarding decommissioning or changes 
to asset lives would depend on future demand, policy and 
regulatory outcomes, and application of accounting standards. 

Financial impact 

The potential financial impact is as follows, subject to but not limited 
to government policy, system planning outcomes, regulatory 
approvals and funding decisions, as compared to the base case: 

 No material changes in capital expenditure from 2026 to 2030 
(due to our expectations in relation to regulatory approvals 
and supply chain constraints), a decrease up to 9% from 2031 
to 2040, and decrease up to 16% from 2041 to 2045,  

 No material changes in EBITDA from 2026 to 2030 (due to 
our expectations in relation to regulatory approvals and supply 
chain constraints), a decrease up to 3% from 2031 to 2040, 
and a decrease up to 6% from 2041 to 2045. 

 

 

Levels of investment and capital expenditure in the electricity network may differ depending on the scenario and 
circumstances, and the pace of delivering capital projects are subject to a number of external factors, as described above. In 
the short term, we do not expect significant change across the scenarios, due to capital investment aligned to the current (or 
following) regulatory period for the regulated businesses. In the medium to long term, the type of capital expenditures 
required may change to meet the needs of the energy sector and the electricity network. For instance, in a low warming 
scenario, there may be more capital expenditures in relation to augmentation in the medium term. In a high warming 
scenario, there may be more safety (including network resilience) capital expenditures in the long term to respond to the 
impacts of climate hazards and higher levels of physical risk.  
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5. Metrics and Targets  

AusNet supports the Victorian Government's target to achieve net zero emissions by 2045 (Scope 1 and 2), and the interim 
emissions reduction targets by 2030 and 2035. AusNet’s Scope 1 emissions occur as a direct result of AusNet’s business 
activities and are largely driven by fugitive emissions from gas infrastructure and SF6-insulated electrical infrastructure. 
AusNet’s Scope 2 emissions occur as a result of the usage or loss of energy generated by third parties and are primarily driven 
by the loss of electricity as it moves through AusNet’s Transmission and Distribution networks. AusNet focuses on two 
emissions sub-categories, network loss emissions and in-house emissions in this section. 

5.1 Greenhouse gases 

5.1.1 Summary of Greenhouse Gas (GHG) Emissions  

The table below summarises for the group, total GHG emissions for the year: 

AusNet’s Scope 1 and 2 emissions (t CO2-e) – For the year ended 31 December 2025 

Aggregated GHG Emissions (Metric tonnes of CO2-e)  2025 

Scope 1 GHG emissions  249,164 

Scope 2 GHG emissions (location based) 1,203,389 

Total gross emissions (Scope 1 and 2 - absolute)  1,452,553 

 

5.1.2 Scope 1 and 2 Emissions Calculation Methodologies 

The Group measures its Scope 1 and 2 GHG emissions in accordance with Australia’s National Greenhouse and Energy 
Reporting (NGER) Scheme as it is a registered NGER reporter.  Emissions reporting boundaries are set using the operational 
control method defined by the NGER scheme. Scope 1 emissions refer to the direct GHG emissions from sources owned or 
controlled by the Group. Scope 2 emissions refers to indirect GHG emissions from the consumption of electricity purchased 
from the grid and at facilities under AusNet’s operational control. 

The Group uses emissions factors (EFs) and global warming potentials set out by the NGER scheme in its Scope 1 and 2 
GHG emissions calculations. For this report emissions factors were sourced from Compilations No.18 and No.20 of the 
National Greenhouse and Energy Reporting (Measurement) Determination 2008. These factors are reviewed and updated 
annually by the Department of Climate Change, Energy, the Environment and Water (DCCEEW). When calculating location-
based Scope 2 emissions, EFs from Compilation No.18 (effective from 31 August 2024) and  Compilation 20 (effective from 3 
November 2025) have been applied to activity data for the first half of the year and second half of the year respectively (or a 
blend of EFs from the two compilations, for annual data sets).  

Activity, data source, methodology by material emissions category is summarised in the table below. 

Scope Emissions 
category 

Activity Data Source Methodology and additional notes 

Scope 1 Fugitive emissions 
from gas 
distribution 
network (methane) 

Quantity of 
Methane gas 
leaked to 
atmosphere 

Engineering 
records 

Methodology aligned to NGER Method 2, which 
calculates fugitive methane based on leakage rates for a 
range of asset types published in the Compendium of 
Greenhouse Gas Emissions Methodologies for the Oil 
and Natural Gas Industry published by the American 
Petroleum Institute and the Greenhouse Gas Emission 
Estimation Methodologies, Procedures and Guidelines 
for the Natural Gas Distribution Sector published by the 
American Gas Association. 

Sulphur 
Hexafluoride (SF6) 
used in gas-

Quantity of SF6 
gas leaked to 
atmosphere 

Engineering 
records 

Methodology aligned to NGER Method 3, which follows a 
mass balance approach using changes to recorded 
stocks of SF6 in equipment and sealed units containing 
SF6 as measured in regular business operations. 
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Scope Emissions 
category 

Activity Data Source Methodology and additional notes 

insulated 
switchgear 

Leakage factors are also utilised to estimate losses for 
SF6 in storage inventories. 

Stationary Fuel 
Usage (heaters at 
city gates) 

Quantity of fuel 
used for stationary 
energy purposes 

Invoices, 
Metering data 

Methodologies aligned to NGER Method 1, applying the 
relevant emissions factor to the measured quantity of 
fuel consumed. 

Stationary Fuel 
Usage (diesel 
generators) 

Quantity of fuel 
used for stationary 
energy purposes 

Invoices, 
Metering data 

Methodologies aligned to NGER Method 1 for each 
relevant fuel type, applying the relevant emissions factor 
to the measured quantity of fuel consumed. 

Motor Vehicle Fuel 
Usage 

Quantity of fuel 
used for transport 
energy purposes 

Fuel purchase 
transaction 
history, 
employee 
agreements 

Methodologies aligned to NGER Method 1 for each 
relevant fuel type, applying the relevant emissions factor 
to the measured quantity of fuel consumed. 

Contractors – Fuel 
Usage 

Quantity of fuel 
used by 
Contractors under 
AusNet’s 
operational control 

Survey 
completed by 
contractor 

Methodologies aligned to NGER Method 1 for each 
relevant fuel type, applying the relevant emissions factor 
to the measured quantity of fuel consumed. Twenty 
percent (20%) of the contractor data used to calculate 
emissions was extrapolated as contractors did not 
provide a response to our data collection survey in time. 
(Normally, for NGERs reporting, less than approximately 
10% of contractor data is extrapolated due to a longer 
reporting window). 

Scope 2 Electricity 
Transmission and 
Distribution Line 
losses 

Quantity of 
electricity lost 
during 
transmission and 
distribution 

Throughput 
metering data 
from internal and 
third party 
assets 

Location-based method with time-based emissions 
factors applied as appropriate.  

Due to data availability constraints, proxy data from 
December 2024 to November 2025 was used to 
determine GHG emissions for the year ended 31 
December 2025 for distribution line losses. 

 

Electricity use in 
buildings and 
depots 

Electricity 
consumption 

Invoices, 
metering data 

Location-based method with time-based emissions 
factors applied as appropriate. 

Contractors’ 
electricity use 
(attributable to 
AusNet 
operations) 

Electricity 
consumption by 
contractors under 
AusNet’s 
operational control 

Survey 
completed by 
contractor 

Location-based method with time-based emissions 
factors applied as appropriate. 20% of the contractor 
data used to calculate emissions was extrapolated as 
contractors did not provide a response to our data 
collection survey in time. (Normally, for NGERs 
reporting, less than approximately 10% of contractor 
data is extrapolated due to a longer reporting window).. 

 
5.1.3 Contractual Instruments  

The Group utilises both Large Generation Certificates (LGCs) and Australia’s GreenPower scheme to assign renewable 
energy certificates to electricity consumed in buildings as a component of its GHG emission reduction initiatives.  

LGCs are created directly through AusNet’s solar farm at Rowville and other solar activities, and additional LGCs 
are purchased as required. The LGCs are either retired directly, or in the case of GreenPower accredited products of 
retailers, on the Group’s behalf by electricity retailers that supply electricity to AusNet’s buildings.   

In 2025, AusNet arranged contractual instruments linked to renewable electricity generation to mitigate emissions associated 
with grid electricity consumed in buildings and facilities. The use of these contractual instruments is an important component 
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of meeting targets relating to net scope 1 and 2 in-house emissions. Refer to the ‘in-house emissions’ section for further 
information. 

The Group also purchases and surrenders Australian Carbon Credit Units (ACCUs) to reduce the net Scope 1 emissions 
related to the operation of its Gas Distribution Network in satisfaction of its obligations under the safeguard mechanism. 
Refer to the ‘Safeguard mechanism’ section for further information. 

5.2 Targets 

AusNet has an overall goal of net zero GHG emissions by 2045 for our Scope 1 and 2 emissions, and an interim net Scope 1 
and Scope 2 emissions target of 50 percent reduction by 2030 relative to a 2022 baseline year (i.e. for the year covering 1 
July 2021 to 30 June 2022). 

 
AusNet’s goal and target were set with the intention to support the commitments of the Paris Agreement to limit warming to 
below 2.0°C above pre-industrial levels. AusNet’s target aligns to the Victorian Government’s legislated target of a 45 to 50 
per cent reduction of emissions (Scope 1 and 2) below 2005 levels by 2030 and the Federal Government’s climate change 
projections for the energy sector.  

AusNet has adopted the absolute emission reduction approach (as opposed to a sector decarbonisation approach), where 
targets are based on the company’s direct and indirect emissions and is not sector-specific.  

Performance against targets is reported against two sub-categories, network losses and in-house emissions, to provide 
transparency against the nature, extent and limit of AusNet’s influence over its emission outcomes. There are risks and 
impediments to achieving these targets. Network loss emissions are influenced by a number of external factors (e.g. economic, 
market and regulatory) that impact the pace and transition to renewable energy. Additionally, there are challenges in finding 
cost efficient initiatives to reduce emissions from in-house activities, and achievement of those targets are subject to a range 
of factors outside of AusNet’s control, including regulatory settings and approvals, the availability and cost of technology, inputs 
and resources, and emission factors. 

5.3 AusNet’s performance against Scope 1 and 2 emissions targets  

The table below discloses progress against the overall emissions goal and target. The table below reports the period from 
January to December 2025 against the baseline year from July 2021 to June 2022.  

  Metric  Unit of 
Measurement  

2025  
(Year ended 31 

December 2025) 

2021/22  
(Baseline Year 
– Year ended 
30 June 2022) 

% Change 

Greenhouse Gas Emissions (Network loss emissions and in-house emissions) 

Gross Scope 1 and 2 emissions  t CO2-e 
(absolute) 

1,452,553 1,731,046 (16%) 

Network loss Scope 1 emissions offset via 
ACCUs surrendered   

ACCUs or 
equivalent 

(6,713) 0 N/A 

In-house Scope 2 emissions avoided via 
contractual instruments 

t CO2-e or 
equivalent 

(4,724) 0 N/A 

Net Scope 1 and 2 emissions  t CO2-e (net) 1,441,116 1,731,046 (17%) 

Net Scope 1 and 2 emissions - Breakdown by type 

Network loss emissions  

Network loss emissions, compared with base 
year (Scope 1) 

t CO2-e (net) 178,330 181,922 (2%) 

Network loss emissions, compared with base 
year (Scope 2) 

t CO2-e (net) 1,198,097 1,490,693 (20%) 

Total network loss emissions (net) t CO2-e (net) 1,376,427 1,672,615 (18%) 
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In-house emissions  

In-house emissions, compared with base 
year (Scope 1) 

t CO2-e (net) 64,121 49,760 29% 

In-house emissions, compared with base 
year (Scope 2) 

t CO2-e (net) 568 8,671 (93%) 

Total in-house emissions (net) t CO2-e (net) 64,689 58,431 11%* 

Net Scope 1 and 2 emissions t CO2-e (net) 1,441,116 1,731,046 (17%) 

*Excluding SF6 emissions from short term equipment replacement program and an isolated major leak, total net-in house emissions would 
have decreased by approximately 31% against the 2021/2022 baseline. Refer to “In-house emissions” in section 5.3.1 for more information.  

5.3.1 Progress against Scope 1 and 2 emission reduction targets 

Network Losses  

The majority of AusNet’s emissions are network loss emissions. Network loss emissions are composed of emissions from 
electricity transmission and distribution line losses and gas fugitives, respectively. The reduction in network loss emissions is 
significantly influenced by economic, market and regulatory factors that influence overall energy demand, as well as Federal 
and State Government energy and climate policies. The planning and decision-making about what and when investments are 
made, either for the build of new renewable generation or supporting network infrastructure, and the speed of transition is 
determined by the market, regulators and policy driven by Federal and State Governments. As a result, AusNet has very limited 
direct control over year-to-year movements in network loss emissions, and achievement of the 2030 interim target is subject 
to uncertainty.  Any potential delays to Victoria’s renewable energy transition creates risk for AusNet to achieve its network 
loss emission reduction target by 2030.  

AusNet’s capital expenditure plans to deliver the key energy network infrastructure and services needed to enable the energy 
transition is dependent on regulatory outcomes, planning and environmental approvals, and access to funding, among other 
policy and market factors. Without significant augmentation and modernisation of Victoria’s electricity networks, AusNet may 
not be able to support new renewable energy sources, which could affect the emissions factor and impact or delay our ability 
to achieve our emission reduction targets. Management is closely monitoring these developments and is assessing our 
performance and initiatives, noting that progress towards the interim target remains materially dependent on external 
regulatory, market and policy factors and outcomes. 

In the current year, there was a decrease of 296,188 tonnes CO2-e (or 18%) in AusNet’s total reported network loss emissions 
compared to the 2022 baseline period.  This reduction is largely attributed to the decrease in GHG emissions from electricity 
line losses on our transmission and distribution networks, which comprises 82 per cent of our overall emissions.  

This reduction is driven by a decrease in the emissions intensity (emissions factor) of electricity generation from 0.96 CO2-e / 
kWh in 2022 to 0.78 kg CO2-e / kWh in 2025 and these factors are used to calculate emissions from electricity line losses on 
our transmission and distribution electricity networks. The emissions intensity is determined by DCCEEW and the reduction is 
primarily due to the displacement of fossil fuel electricity generation by renewable electricity generation which is transported 
via our network infrastructure. Emission factors are externally determined and may vary over time, which could result in 
increases in reported emissions, irrespective of AusNet’s climate-related actions. 

Emissions from electricity line losses are impacted by market and policy factors, which can lead to variances year on year due 
to changes in generator dispatch, consumption patterns, system configuration changes, climatic conditions and data sourced 
from third party meter data providers.  While the general trend is downward, emissions are reducing at a rate slower than 
expected due to delays in the construction and commissioning of both infrastructure projects and energy storage solutions. At 
the current pace of the renewable energy transition, there is uncertainty regarding the achievement to AusNet’s 2030 interim 
target.  

Net emissions from gas fugitives have been reducing, driven by the obligations imposed via the Safeguard Mechanism.  Whilst 
gross emissions remain at a level similar to prior years (181,922 tonnes CO2-e in 2022 as compared to 185,043 tonnes CO2-
e for the current year), there is a 2% reduction in net emissions as AusNet has offset emissions by retiring Australian Carbon 
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Credit Units (ACCUs) to meet required emission reductions imposed by the Safeguard Mechanism (refer to “5.4.1 Safeguard 
Mechanism” section).  

Accordingly, reported emissions outcomes and progress against targets should be interpreted in the context of AusNet’s limited 
ability to influence key emissions drivers and the uncertainty associated with external market and policy developments.  

In-house emissions 

AusNet’s in-house emissions are made up of SF6, contractor emissions, vehicle emissions, building and site electricity 
consumption, city gate heaters, and stationary diesel consumption. AusNet is exploring initiatives aimed at reducing these 
emissions, including refurbishment, or replacement of high leaking SF6 equipment and EV trials within our own fleet, noting 
that opportunities for material short-term abatement are constrained by cost, technical feasibility and regulatory considerations. 
 
In the current year, AusNet’s in-house GHG emissions have increased by approximately 11 per cent as compared to the 
2021/22 baseline period driven by the following factors: 

 An increase in Transmission SF6 emissions due to one off significant leakage (one site resulted in a loss of 560.0 kg of 
SF6 – equivalent to 13,160 tonnes CO2-e);  

 Temporary increase in SF6 emissions from the Electricity Distribution business as a result of a program to replace aging 
equipment and switchgear. When equipment containing SF6 is replaced or disposed of, the SF6 quantity that cannot be 
recovered has to be declared as “lost” for the period3; and 

 Increase in motor vehicle fleet fuel consumption by AusNet due to an increase in the number of vehicles owned and 
operated by AusNet, largely driven by a change in contractor management which has led to more vehicles being under 
AusNet’s operational control. 

If the increases from the above SF6 emissions were excluded, net in-house GHG emissions (including use of contractual 
instruments) would have decreased by approximately 31 percent compared to the baseline year. 

AusNet continues to assess the potential to change switchgear to non-SF6 equipment, however, currently this is constrained 
by cost, technical feasibility and regulatory considerations. AusNet does expect some reductions to be achieved over time 
through the continued implementation of plans for refurbishing and replacing terminal stations and equipment containing bulk 
SF6, as well as undertaking maintenance and leak control programs within existing facilities. However, the pace of SF6 
reduction over time is influenced by regulatory approvals and investment and technical feasibility.  

AusNet continues to explore the transition of its fleet to electric vehicles, however the program has encountered delays due to 
the complexities of installing rapid chargers at leased premises and investment proposals being subject to regulatory 
approvals. As a result, the timing and scale of fleet electrification remains uncertain.  

For the year ended 31 December 2025, AusNet achieved net zero Scope 2 emissions for the retail contracts associated with 
our buildings and facilities through a combination of electricity purchased with certification under the federal government’s 
GreenPower scheme and the retirement of Large Generation Certificates (LGCs).   

  

 
3 When equipment containing SF6 is replaced or disposed of, the SF6 quantity that can not be recovered has to be declared as “lost”. 
Where possible, we recover SF6 for re-use or destruction, For this replacement program, our contractors recovered some of the SF6 gas 
from switches sent for disposal, which reduced our reported losses arising from the replacement program. Nonetheless, as a result of this, 
there may be a temporary increase over the course of the program, but there is uncertainty in the level or amount of SF6 that may be lost as 
switchgear or equipment is replaced, and some uncertainty in the pace of replacement as it is subject to funding and regulatory approvals. 
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5.4 External targets  

5.4.1 Safeguard mechanism 

The safeguard mechanism applies to AusNet Gas Services Pty Ltd (a member of the Group). Since 1 July 2023, there has 
been a legislated requirement under the Safeguard Mechanism that requires a reduction in emissions of approximately 4.9% 
per year until 2030. Further legislation may be introduced that will reduce the baseline to zero by 2050. 

As there are limited opportunities for AusNet Gas Services Pty Ltd to directly reduce its emissions in the near term,  AusNet 
will largely purchase ACCUs to meet this obligation. In the first two years of application of the safeguard mechanism, AusNet’s 
reported emissions were above the baseline and required the purchase and surrender of Australian Carbon Credit Units 
(ACCUs). ACCUs are a tradeable financial product, with one ACCU representing one tonne of carbon dioxide equivalent (tCO2-
e) that would have otherwise been released into the atmosphere. ACCUs are held and managed by the Clean Energy 
Regulator). The surrender of ACCUs reflects a reduction in net emissions in accordance with permitted regulatory compliance 
pathways. The surrender of ACCUs does not eliminate underlying operational emissions. Future requirements for purchasing 
ACCU’s may increase along with the cost to purchase each ACCU. The cost of offsets will increase operating costs, and 
AusNet recovers the cost to meet Safeguard Mechanism compliance through the regulatory regime (annual tariff), however 
this may not always be the case.  

To offset excess Scope 1 emissions in the year ended 31 December 2025, AusNet has incurred $0.4 million to acquire 6,713 
ACCUs and surrender them to the Clean Energy Regulator. The ACCUs are required to be surrendered to the Clean Energy 
Regulator by 31 March 2026.  

5.5 Other Metrics 

5.5.1 Use of carbon credits, generation certificates and other contractual instruments  

In addition to purchasing and surrendering ACCUs to offset emissions from AusNet Gas Services Pty Ltd to comply with our 
Safeguard Mechanism requirements, there is an option to source additional carbon credits, generation certificates or other 
instruments or contractual arrangements to support the management or achievement  of our net emissions goals and targets 
over time, recognising that  credits, certificates and contractual instruments, as well as different types of any of them, may vary 
in their characteristics and emission impacts. AusNet will continue to explore all available options to support the achievement 
of our emission reduction targets, noting that opportunities for material abatement may be constrained by regulatory, technical 
and cost factors. 

5.5.2 Value of emissions reduction  

The National Energy Laws were reformed in 2023 to introduce an emissions reduction element into the national energy 
objectives. Consequently, the AER has provided guidance on valuing emission reductions (VER) in respect of applying the 
Regulatory Investment Test (for providing electricity transmission and distribution services) and performing cost benefit 
analysis. A table of interim values of emissions reduction was published in May 2024 in the “Valuing emissions reduction – 
AER guidance and explanatory statement”. The values referenced are based on AUD, per tonne CO₂-e, increasing from $66 
per tonne in 2023 to $420 per tonne in 2050. 

During the current year, AusNet has started applying the AER’s carbon price in some major project assessments. We have 
incorporated the AER’s VER into regulatory modelling for some aspects of the Electricity Distribution Price Review (EDPR 
2026–31), ensuring that the estimate of greenhouse gas emissions (and relevant state and Commonwealth emissions targets) 
is considered alongside other costs and benefits, long-term planning and network needs. AusNet will continue to apply VERs 
in relevant business cases going forward, subject to the development of a defined methodology and strategy aligned with 
regulatory requirements.  

5.5.3 Vulnerability of assets and business activities related to climate-related risks and opportunities 

Climate-related transition risks 

For the changes in policy risk, all our businesses are exposed, though the extent of exposure may differ for each business. 
For example, our electricity distribution, electricity transmission and gas distribution businesses are more sensitive to changes 
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in regulatory policy, due to their reliance on regulatory approvals and capital recovery mechanisms. The gas distribution 
business is exposed to the risk of changes in government policies in relation to the future of gas and the uncertainty associated 
with how the Victorian’s gas substitution roadmap will be implemented (see also stranded asset risk below). Our development 
and future networks business may be more exposed to risks relating to changes in policy settings in relation to renewable 
energy and planning approvals for capital projects.    

Our gas distribution business is most exposed to the “stranded asset risk” described in the CRROs section of the report, 
notwithstanding the uncertainty in relation to the future of gas and the current mechanisms within the regulatory framework 
that act to preserve the recoverability of the Regulated Asset Base (“RAB”) of the Gas Distribution business. As at 31 December 
2025, the gas distribution RAB is 14% of our total Regulated and Contracted Asset Base (R&CAB), and the carrying value of 
our gas distribution CGU used for impairment testing is $2.6 billion. (Refer to Note D.1 Capital management in the financial 
statements for more information on R&CAB and Note C.4 Impairment of non-current assets). The extent and timing of potential 
stranded asset risk is subject to policy, market and regulatory developments. 

For the supply chain risk, the electricity distribution network, electricity transmission network and the development & future 
networks business are more exposed due to dependence on specialised equipment, complex construction services required 
and requirements for timely delivery of network infrastructure. Disruptions to global supply chains, cost escalation or delays 
may affect capital expenditure programs and delivery timelines associated with the energy transition. There may also be higher 
investment requirements into the electricity network and higher levels of capital expenditures related to the delivery of the 
energy transition. Together, these businesses’ regulated asset base and contracted asset base (“CAB”) make up 86% of our 
R&CAB. Operating expenses for these businesses for the current year was $515.6 million, making up 89% of the Group’s 
operating expenses. 

For the changes in customer behaviour risk, the distribution and transmission network businesses are more exposed given 
operational challenges associated with evolving demand patterns and expectation for network reliability and resilience. The 
electricity distribution business and transmission business’s RABs are 43% and 30% of our total R&CAB respectively. (As 
described in the CRROs section, guaranteed service level payments of $8.3 million were incurred in the current year, which 
forms part of the “Service level payments” in the financial report. However, it is not possible based on our current methodologies 
and processes to isolate whether unplanned outage events were directly attributable to this risk factor. 

Climate-related physical risks 

The above ground assets of our electricity distribution network and transmission network businesses are most exposed to the 
physical risks described in the CRROs section of the report. The electricity distribution and transmission businesses make up 
73% of our total R&CAB. Property, plant and equipment for the electricity distribution network and transmission network 
(excluding freehold land, buildings, easements, right-of-use assets, and capital work-in-progress) was $7,449.8 million and 
$3,193.4 million respectively, or 43% and 18% respectively. Whilst not all property, plant and equipment, and assets in the 
RAB are above ground or vulnerable to physical risks, this broadly provides a percentage of assets that are more exposed to 
physical risks. The actual financial and operational impacts of physical risks will depend on the frequency, severity and location 
of climate events. 

Opportunities and capital deployment 

Assessing whether a capital project is considered directly attributable to climate-related risk and opportunities involves 
management judgement and may evolve as reporting methodology develops. This process is still being refined and AusNet’s 
definition of capital projects and activity related to climate change could change in future reporting periods as our processes 
evolve. Consequently, we have reported our total capital expenditures and certain expenditures for certain major project 
categories in the financial impact section for opportunities in the CRROs section of the report.  

Over time, capital expenditure levels may be influenced by electrification trends and broader energy transition, subject to 
regulatory approvals and market conditions. Total expenditures for the electricity distribution, transmission and D&FN business 
may increase, partially driven by the additional capital investments made into the network. In the current period, capital 
expenditures for the Group increased by $152.5 million from prior year to $1,476.2 million (refer to “Review of Financial 
Results” in the Directors’ Report). Nonetheless, the mix and level of capital expenditures may also differ across the scenarios.  
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Independent auditor’s review report to the members of Australian Energy 
Holdings No 1 Pty Ltd 

Conclusion 

We have conducted a review of the following information in the Sustainability Report of Australian 
Energy Holdings No 1 Pty Ltd (the Company) and its subsidiaries (collectively the Group) for the year 
ended 31 December 2025 (the ‘selective sustainability information’) as required by Australian Standard 
on Sustainability Assurance ASSA 5010 Timeline for Audits and Reviews of Information in Sustainability 
Reports under the Corporations Act 2001  (ASSA 5010) issued by the Auditing and Assurance 
Standards Board (AUASB): 

Selective sustainability 
information  

Criteria: Reporting requirement of 
AASB S2 Climate-related 
Disclosures (AASB S2) (including 
related general disclosures 
required by Appendix D) Location in Sustainability Report  

Governance Paragraph 6 Page 5 

Strategy (risk and 
opportunities)  

Subparagraphs 9(a), 10(a) and 10(b) Pages 7 to 19   

Scope 1 and 2 emissions Subparagraphs 29(a)(i)(1) to (2) and 
29(a)(ii) to (v) 

Pages 24 to 28  

Based on the procedures we have performed and the evidence we have obtained, we have not become 
aware of any matter in the course of our review that makes us believe that the selective sustainability 
information outlined above for the Group is not prepared, in all material respects, in accordance with the 
Corporations Act 2001, including complying with Australian Sustainability Reporting Standard AASB S2 
Climate-related Disclosures for the year ended 31 December 2025. 

Basis for conclusion 

We conducted our review as a limited assurance engagement in accordance with ASSA 5000 General 
Requirements for Sustainability Assurance (ASSA 5000) and ASSA 5010.   

The procedures in a review vary in nature and timing from, and are less in extent than for, an audit.  
Consequently, the level of assurance obtained in a review is substantially lower than the assurance that 
would have been obtained had an audit been performed.   

Our responsibilities under ASSA 5000 are further described in the Auditor’s responsibilities section of our 
report. 

We are independent of the Group in accordance with the auditor independence requirements of the 
Corporations Act 2001 and the ethical requirements of APES 110 Code of Ethics for Professional 
Accountants (including Independence Standards) issued by the Accounting Professional & Ethical 
Standards Board Limited (November 2018 incorporating all amendments to June 2024) (the Code) that 
are relevant to reviews of the selective sustainability information of public interest entities in Australia. 
We have also fulfilled our other ethical responsibilities in accordance with these requirements and the 
Code. 

Our firm applies Australian Standard on Quality Management ASQM 1 Quality Management for   
Firms that Perform Audits or Reviews of Financial Reports and Other Financial Information or Other 
Assurance or Related Services Engagements, which requires the firm to design, implement and operate 
a system of quality management, including policies and procedures regarding compliance with ethical 
requirements, professional standards, and applicable legal and regulatory requirements.  
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We believe that the evidence we have obtained is sufficient and appropriate to provide a basis for our 
conclusion. 

Other information 

The directors of the Company are responsible for the other information. The other information comprises 
the Company’s Annual Report, including the Financial Report and the Sustainability Report, but does not 
include the selective sustainability information and our review report thereon.    

Our conclusion on the selective sustainability information does not cover the other information and we do 
not express any form of assurance conclusion thereon.  

In connection with our review of the selective sustainability information, our responsibility is to read the 
other information identified above and, in doing so, consider whether the other information is materially 
inconsistent with the selective sustainability information, or our knowledge obtained when conducting the 
review, or otherwise appears to be materially misstated. If, based on the work we have performed, we 
conclude that there is a material misstatement of this other information, we are required to report that 
fact. We have nothing to report in this regard.   

Responsibilities for the selective sustainability information 

The directors of the Company are responsible for: 

▪ The preparation of the selective sustainability information in accordance with the Corporations Act 
2001 (including AASB S2); and  

▪ Designing, implementing and maintaining such internal control necessary to enable the preparation 
of the selective sustainability information, in accordance with the Corporations Act 2001 and AASB 
S2 that is free from material misstatement, whether due to fraud or error. 

Inherent limitations 

As discussed on page 6 of the Report, climate-related risk management is an emerging area, and often 
uses data and methodologies that are developing and uncertain. The Report contains forward looking 
statements, including climate-related scenarios, targets, assumptions, climate projections, forecasts, 
statements of future intentions and estimates and judgements that have not yet occurred and may never 
occur. We do not provide assurance on the achievability of this prospective information.  

Greenhouse gas emissions quantification is subject to significant measurement uncertainty, which arises 
because of incomplete scientific knowledge used to determine emissions factors and the values needed 
to combine emissions of different gases. 

The comparability of sustainability information between entities and over time may be affected by 
inconsistencies in the methods to estimate or measure those emissions, due to different, but acceptable, 
methods applied. 

Auditor’s responsibilities 

Our objectives are to plan and perform the review to obtain limited assurance about whether the 
selective sustainability information, defined in the Conclusion section of our report, is free from material 
misstatement, whether due to fraud or error, and to issue a review report that includes our conclusion. 

Misstatements can arise from fraud or error and are considered material if, individually or in the 
aggregate, they could reasonably be expected to influence decisions of users taken on the basis of the 
selective sustainability information. 
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As part of a review in accordance with ASSA 5000, we exercise professional judgement and maintain 

professional scepticism throughout the engagement. We also:  

▪ Perform risk assessment procedures, including obtaining an understanding of internal control 
relevant to the engagement, to identify and assess the risks of material misstatements, whether due 
to fraud or error, at the disclosure level but not for the purpose of providing a conclusion on the 
effectiveness of the entity’s internal control. 

▪ Design and perform procedures responsive to assessed risks of material misstatement at the 
disclosure level. The risk of not detecting a material misstatement resulting from fraud is higher than 
for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, 
misrepresentations, or the override of internal control.  

Summary of the work performed 

A review is a limited assurance engagement and involves performing procedures to obtain evidence 
about the selective sustainability information. The nature, timing and extent of procedures selected 
depend on professional judgement, including the assessed risks of material misstatement at the 
disclosure level, whether due to fraud or error.  

The procedures we performed included, but were not limited to: 

▪ Considered the completeness of the Group’s assessment of climate-related risks and opportunities 

▪ Conducted interviews with key personnel to understand the process for collecting, collating and 
reporting the selective sustainability information during the reporting period 

▪ Read minutes of relevant committees to understand matters discussed and decisions made with 
respect to climate-related disclosures  

▪ Assessed the appropriateness of the reporting boundaries applied  

▪ Undertook analytical review procedures to support the reasonableness of the selective sustainability 
information 

▪ Evaluated the appropriateness of emission factors applied in the greenhouse gas emission 
processes  

▪ Agreed the selective sustainability information disclosures made in the report with the underlying 
records 

▪ Evaluated the presentation and disclosure of the selective sustainability information against the 
requirements of AASB S2. 
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Kester Brown 
Partner 
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