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1 Executive Summary 

We are pleased to submit our Revenue Proposal to the Australian Energy Regulator (AER) for the 

delivery of the Hunter-Central Coast Renewable Energy Zone Network Infrastructure Project (HCC 

RNI Project). This Revenue Proposal covers the initial Regulatory Period from 1 July 2026 to 30 

June 2031. 

Ausgrid owns and operates a shared distribution grid that stretches from southern Sydney to the 

Upper Hunter Valley, including the Sydney CBD. More than 4 million Australians rely on our 

infrastructure to power their homes and businesses every day. Our vision is for our communities to 

have the power in a resilient, affordable and sustainable future.  

1.1 Hunter-Central Coast Renewable Energy Zone 

The Hunter-Central Coast Renewable Energy Zone (Hunter-Central Coast REZ) covers an area 

extending from the Upper Hunter to Newcastle and the east coast and has a declared capacity of 

1 GW. The HCC RNI Project is Ausgrid’s proposed solution to deliver 1 GW of network capacity to 

support connection of renewable energy generation and storage within the Hunter-Central Coast 

REZ.  

Figure 1: Geographic area of the Hunter-Central Coast REZ 

 
Source: EnergyCo website  

 

1.2 Cheaper, faster and less disruptive  

The HCC RNI Project is the first ‘subtransmission’ or ‘distribution’ REZ network infrastructure 

project authorised under the NSW Government’s Electricity Infrastructure Roadmap. This is a 

major milestone that illustrates how upgrading distribution networks within REZs can increase 

network capacity and unlock a cheaper, faster and less disruptive energy transition. The HCC RNI 

achieves this by using smaller network structures than traditional transmission scale investments, 

and leveraging existing assets and corridors, as outlined in Table 1 and Figure 2. 
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This solution is more visually appealing than taller 330 kV towers, involves smaller easements and 

requires little land acquisition – resulting in lower costs, greater certainty of delivery, and better 

social and environmental outcomes. 

1.3 Overview of the regulatory process leading up to this Revenue Proposal 

Under the NSW Electricity Infrastructure Investment Act 2020 (EII Act), the Minister declared the 

Hunter-Central Coast REZ on 9 December 2022 with an intended network capacity of 1 GW, with 

the Energy Corporation of NSW (EnergyCo) appointed as the Infrastructure Planner.  

In 2023, both the Network Infrastructure Strategy (NIS)1 published by EnergyCo and the 

Infrastructure Investment Objectives Report (IIO Report)2 published by AEMO Services Ltd (ASL) 

(appointed as the Consumer Trustee) identified a need of 1 GW of network transfer capacity in the 

Hunter-Central Coast REZ with a target a date of 2027.  

In October 2023, EnergyCo invited both existing network operators (Ausgrid and Transgrid) to put 

forward proposals to deliver 1 GW of network transfer capacity with a target date of 2027. In 

September 2024, after evaluating the two proposals, EnergyCo selected Ausgrid as the 

recommended Network Operator.   

In April 2025, EnergyCo recommended to the Consumer Trustee that Ausgrid should be authorised 

to carry out the HCC RNI Project. This recommendation included EnergyCo’s findings that the 

HCC RNI Project is expected to provide $270.5 million (real $2024) in net benefits and maintain 

reliability of supply.3   

In April 2025, the Consumer Trustee authorised Ausgrid under the EII Act to deliver the HCC RNI 

Project. The AER is now tasked with setting the revenue allowance that can be recovered in 

respect of the HCC RNI based on the prudent, efficient and reasonable costs of constructing and 

operating the Project (the Revenue Determination). 

1.4 Prudent, efficient and reasonable expenditure 

Our forecasts for capital expenditure (capex) and operating expenditure (opex) were developed 

over a 12-month process that included a competitive tender administered by EnergyCo. The 

process of tendering to deliver the HCC RNI Project exerted competitive pressure on Ausgrid to 

forecast prudent, efficient and reasonable costs. Our forecast has also been subject to Ausgrid’s 

internal governance processes, external independent review and market testing. 

The HCC RNI Project will be delivered under a blended model that employs both Ausgrid and 

external resources. This is prudent because it leverages Ausgrid’s comparative advantages where 

we have existing resources (e.g. expertise or existing field force) to undertake a task at the most 

efficient cost.  

 

1 The NIS is a 20-year strategy for the coordination of NSW network infrastructure to connect new generation, firming 

and storage in NSW’s REZs, which includes the Hunter-Central Coast REZ. The Energy Corporation of NSW, The NSW 

Network Infrastructure Strategy, May 2023. 

2 The IIO Report is published by ASL under section 45 of the EII Act and includes setting out the 20 -year development 

pathway to achieve the infrastructure investment objectives that is in the long-term financial interests of NSW electricity 

customers. AEMO Services Ltd, 2023 Infrastructure Investment Objectives Report, December 2023.  

3 EnergyCo, Hunter-Central Coast Renewable Energy Zone: Summary of EnergyCo’s network recommendation, April 

2025, page 10 
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• to exclude our proposed Social Licence Plan expenditure from the capex allowance that is 

subject to CESS.  

1.11 About us and this Revenue Proposal 

Ausgrid owns and operates the network of substations, powerlines, underground cables, and 

power poles that delivers electricity to communities in large parts of Greater Sydney, the Central 

Coast and the Hunter. 

We build, operate and maintain this distribution network with a focus on providing a safe, reliable 

and efficient energy supply to over 4 million Australians. Our vision is simple; for our communities 

to have the power in a resilient, affordable and sustainable future. 

The Hunter-Central Coast REZ is part of the NSW Electricity Infrastructure Roadmap. The 

Roadmap establishes a regulatory and commercial framework for delivering multiple REZs across 

NSW that are critical to unlocking a more sustainable, net-zero future and maintaining a reliable 

electricity supply as coal fired power stations approach their scheduled closure. REZs are akin to 

modern-day power stations that use renewables like solar and wind. They also require medium to 

high voltage network infrastructure to connect the generation sources to the grid. The HCC RNI 

Project will deliver 1 GW of network capacity within the Hunter-Central Coast REZ. 

The key features of Ausgrid’s delivery of the HCC RNI are: 

1. Fast, efficient delivery of 1 GW of transfer capacity 

We commenced ‘early works’ on the Project at the start of 2025 and plan to 

connect generators as early as January 2026, with full 1 GW transfer capacity 

achieved by July 2028. This follows a multi-stage delivery model where generators 

connect over three portions, as and when the transfer capacity becomes available.  

2. Leveraging a more economical, first of its kind subtransmission solution 

The HCC RNI Project is the first ‘subtransmission’ REZ network infrastructure 

project authorised under the NSW Electricity Infrastructure Roadmap. By 

leveraging lower cost 132 kV lines, it will deliver a more economical solution 

compared to >330 kV ‘transmission’ solutions that have traditionally been used to 

increase network transfer capacity. 

Our approach involves using 132 kV feeders to connect the Hunter-Central Coast 

REZ generators to local loads. This eases pressure on the transmission network 

by freeing up capacity in the 330 kV grid. Residual generation output that is not 

utilised by local loads will be carried to existing 330/132 kV main grid exit points. 

Generators will also incur lower connection costs under our solution as their output 

does not need to step up to 330 kV.  

3. Putting the community first using an innovative solution and authentic 

engagement 

Our solution almost entirely repurposes existing Ausgrid corridors with higher 

capacity lines. This helps minimise community impacts compared to an option 

involving completely new lines and easements. 
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While less disruptive than other solutions, we have still sought to engage with the 

community by leveraging existing relationships and drawing on our role as the 

largest network operator in the Hunter-Central Coast region. We have also 

developed a comprehensive Industry and Aboriginal Participation Plan that builds 

on Ausgrid’s commitment to investing in real, meaningful training pathways and 

promoting sustainable employment opportunities. 

4. Maximising environmental outcomes to promote a sustainable future  

We have invested prudently in environmental and Aboriginal heritage 

investigations to ensure the HCC RNI Project can be delivered with minimal 

impact.  

The smaller footprint of our subtransmission assets (132 kV) compared to 330 kV 

alternatives further minimises environmental impacts, including visual amenity.  

1.12 Processes under the NSW Electricity Infrastructure Roadmap 

On 17 April 2025, AEMO Services Limited, acting in its capacity as Consumer Trustee, authorised 

Ausgrid as the network operator for the HCC RNI Project following a recommendation from 

EnergyCo, as the Infrastructure Planner.  

The information below summarises this process by setting out the roles and responsibilities under 

the NSW Energy Infrastructure Roadmap in respect of REZ network infrastructure (Table 1-1) and 

how they have applied to the HCC RNI Project (Table 1-2). It shows that these processes include a 

competitive tender administered by EnergyCo followed by an independent check and authorisation 

by the Consumer Trustee. The AER’s assessment and Revenue Determination is the final step. 

Table 1-1: Roles and responsibilities under the NSW Energy Infrastructure Roadmap for non-contestable 

projects 

 

• Recommends REZ network infrastructure projects to the Consumer 

Trustee for authorisation. 

• Works with communities, investors and industry to coordinate 
investment in REZ network infrastructure to connect renewable 
energy generation and storage infrastructure in REZs for the long-

term benefit of energy consumers, local communities and industry in 

NSW. 

 
• Authorises a network operator to carry out a REZ network 

infrastructure project taking into consideration the long-term financial 

interests of NSW electricity consumers. 

• Consumer Trustee sets the initial Maximum Capital Costs for the 
prudent, efficient and reasonable development and construction of the 
REZ network infrastructure that may be determined by the AER in its 

role. The Consumer Trustee shares its calculation of Maximum 

Capital Cost with the AER and Minister only. 

Consumer 

Trustee 
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1.15 Structure of this Revenue Proposal 

This Revenue Proposal is structured as follows: 

• Executive Summary 

• Chapter 1: Introduction to Ausgrid and this Revenue Proposal for the HCC RNI Project 

• Chapter 2: Overview of how this Revenue Proposal is consistent with the Consumer Trustee’s 

authorisation and the contractual arrangements with EnergyCo 

• Chapter 3: Overview of our engagement approach, activities and what we have heard from our 

customers and other stakeholders 

• Chapter 4: Proposed opex forecast 

• Chapter 5: Proposed capex forecast, including ‘pre-period’ expenditure 

• Chapter 6: Details on our proposed revenue  

• Chapter 7: Application of the AER’s expenditure incentive schemes 

• Chapter 8: Proposed adjustment events 

• Chapter 9: Other matters including approach to confidential information and the assurance 

certification we are required to provide, including key assumptions supporting our expenditure 

forecasts. 

Relevant attachments that support this proposal are also referenced throughout. 

1.16 Conventions 

In this Revenue Proposal, unless otherwise specified: 

• all expenditure dollars are forecast and presented in end-year (to 30 June) real 2025-26 

dollars unless otherwise specified 

• negative figures are presented in brackets 

• our revenue building-blocks from the post-tax revenue model (PTRM) are presented in end-

year (to 30 June) nominal dollars 

• totals presented in tables may not add due to rounding 

• all figures and tables have been prepared from material sourced by Ausgrid, unless 

otherwise specified. 

• Our forecast expenditure in this Revenue Proposal relates to the HCC RNI Project only (as 

our first project delivered under the EII Act). The allocation of Ausgrid overhead costs to this 

project is in accordance with our CAM.  





  

 

2026-31 Revenue Proposal for HCC RNI Project 

Revenue Proposal 13 
 

2.2 Project scope 

Delivery of the three portions will involve the work described below: 

• Rebuild existing network lines. Existing lines will be rebuilt with high capacity 

subtransmission (132 kV) equivalents. Leveraging existing subtransmission corridors will 

reduce delivery times and minimise community impacts compared to alternative solutions. 

These will run:  

o from Kurri STS to the new Antiene STSS 

o between the new Sandy Creek STSS and Muswellbrook BSP.  

• Build new switching stations. Two new STSSs will be built at greenfield sites: 

o The new Sandy Creek STSS will be located adjacent to Ausgrid’s existing 

subtransmission substation (STS) in Muswellbrook, and wholly located within the same 

property lot. The switching station will consist of an outdoor 132 kV busbar and modular 

control room and amenities. The connection back to the adjacent substation will be via 

two underground 132 kV cables.  

o The Antiene STSS will be constructed on a new site adjacent to Lake Liddell and will 

consist of an outdoor 132 kV busbar and modular control room.  

• Augment existing substations between Muswellbrook and Kurri. Brownfield augmentations 

of existing substations will be undertaken to enable an increase in transfer capacity. These 

include: 

o Muswellbrook STS: demolish existing 132 kV busbar and connect new underground 132 

kV cables.  

o Mitchell STS: a single B-phase busbar voltage transformer will be installed on section 1 

and section 2 of the Mitchell Line STS 132 kV busbar. 

o Singleton STS: a single B-phase busbar VT will be installed on section 2 of the Singleton 

STS 132 kV busbar. 

o Rothbury zone substation: new 132 kV feeders to the Antiene STSS, to enable additional 

impedance through either feeder 95R or 955 

o Kurri STS: two additional 132 kV feeder bays will be constructed by extending the 

existing 132 kV main busbar to the west. 

• Secondary systems: Secondary systems to be upgraded including protection upgrades 

around Muswellbrook 

• Construction of a new communications link from Somersby Zone Substation to Berowra 

Zone Substation using an optical fibre ground wire (OPGW) 

Further details on the delivery strategy for the Project are set out in Attachment 2.2. 

A full breakdown of the detailed works scope can be found in Chapter 5 Capex. 

2.3 Benefits of the Hunter-Central Coast REZ  

The HCC RNI Project is expected to result in a net benefit for NSW electricity consumers of $270.5 

million (real $2024) over the long term, compared with a scenario in which the HCC RNI Project is 
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not built. The modelled net benefits begin to flow from 2025-26, with the full extent of the modelled 

benefits expected from 2028-29. 4  

As an integral part of the Hunter-Central Coast REZ, the HCC RNI Project will also contribute to 

regional growth, generate employment opportunities for Aboriginal and Torres Strait Islander 

peoples and enable opportunities for local contractors and manufacturing. This will be achieved 

through Ausgrid’s commitments to: 

• only using local civil works contractors for substation augmentations  

• using all local steel for construction of substations and a large proportion for lines and 

conductors 

• identifying jobs and skills gaps to provide lasting employment opportunities over the life of the 

HCC RNI Project for workers in adjacent industries, such as mining 

• achieving an Aboriginal and Torres Strait Islander participation rate of at least 1.5 per cent 

throughout the life of the HCC RNI Project, creating opportunities for Aboriginal business and 

employment opportunities for Aboriginal people. 

The HCC RNI Project will allow the Hunter-Central Coast REZ to make a meaningful contribution 

to the achievement of both the NSW and Commonwealth governments’ generation and emissions 

reductions targets: 

• The NSW generation target is for at least 12 GW of generation capacity across the New 

England REZ, Central-West Orana REZ and other REZ projects. The NSW emission targets 

require a reduction in greenhouse gas emissions of at least 50 per cent by 2030 (and at least 

70 per cent by 2035) compared to 2005 levels, and net zero emissions by 2050.  

• The Commonwealth Government has committed to a reduction in greenhouse gas emissions 

of 43 per cent by 2030 compared to 2005 levels, and net zero emission by 2050. To support 

the achievement of its 2030 target, the Commonwealth Government has set a target for 

electricity generation to be 82 per cent renewable by 2030. 

• The HCC RNI Project will make a meaningful contribution to the achievement of these targets 

by facilitating the connection of new renewable energy generation and could realise an 

emissions savings benefit of approximately $180 million (real $2024) resulting from a reduction 

of approximately 2 million tonnes of carbon dioxide equivalent over the project life. 5 Most of 

these emissions savings occur early in the life of the Hunter-Central Coast REZ, as generation 

and storage projects located in the Hunter-Central Coast REZ displace other, more emissions 

intensive generators within NSW.  

2.4 Consumer Trustee’s authorisation and contractual arrangements 

Ausgrid confirms that our proposal complies with the Consumer Trustee’s authorisation. Table 2-1 

provides a guide to where each of the Consumer Trustee’s requirements for the scope of the 

Project has been evidenced in this proposal. 

 

4 EnergyCo, Hunter-Central Coast Renewable Energy Zone: Summary of EnergyCo’s network recommendation, April 

2025, page 18 

5 EnergyCo, Hunter-Central Coast Renewable Energy Zone: Summary of EnergyCo’s network recommendation, April 

2025, page 22  
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3 What we have heard from stakeholders 

In designing how we would engage with our customers for this Revenue Proposal our goal was to 

adopt an approach that was transparent and open-minded. We did this by partnering with our 

customer representatives and other stakeholders to inform our decision-making for this regulatory 

process and to develop this Revenue Proposal. 

3.1 Our engagement approach and objectives 

Our focus for this Revenue Proposal was to realise better outcomes for customers and community 

within the Hunter-Central Coast REZ, as we support Australia’s transition toward a net zero future. 

Our main engagement during this Revenue Proposal has been through our HCC REZ Reg Panel.  

The HCC REZ Reg Panel members represent residential, business and commercial customers. 

The Panel comprises three members, two of whom are part of our ongoing Customer Consultative 

Committee and one who is part of our ongoing Network Innovation Advisory Committee. Each 

member was selected to provide a range of economic, engineering, legal, policy and engagement 

expertise.  

HCC REZ Reg Panel meetings were chaired by our Head of Regulation. This ensured feedback 

provided by the Panel could accurately inform the development of this Revenue Proposal and 

allowed the broad scope of customer concerns to be properly captured.  

The HCC REZ Reg Panel met six times between January and April 2025, allowing us to keep 

abreast of customers’ primary points of interest. The HCC REZ Reg Panel also attended some 

community meetings regarding the Project. The meetings provided a platform to seek views on our 

approach to the HCC RNI Project and to understand the customer advocates’ positions on key 

elements in this Revenue Proposal. During this process, the Panel challenged Ausgrid on key 

aspects of our proposal, including: 

• the Project risk register and the efficient allocation of risk between Ausgrid, external 

contractors and customers 

• revenue adjustment mechanisms proposed by Ausgrid to comply with its contractual 

obligations with EnergyCo, and to accommodate the unique procurement arrangements for the 

Project 

• the meaning of ‘reasonable’ costs in section 38 of the EII Act (‘transmission efficiency test’) 

and what this means for our capex forecast 

• the program for delivery of the HCC RNI Project and measures undertaken to meet the 

program. 

Our Revenue Proposal has been shaped and significantly improved through the input of our 

customers and stakeholders. This has been achieved through more than 14 hours of face-to-face 

or online meetings and a full day site visit to key locations, including Muswellbrook, Singleton and 

Kurri Kurri. 

The AER has attended and, where necessary, participated in our HCC REZ Reg Panel meetings to 

answer questions and clarify key regulatory processes, leading to improved meeting productivity. 

These meetings were also attended by an AER appointed Consumer Challenge Panel (CCP) 

representative who will advise the AER regarding the quality of engagement for this process. 
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We greatly value the feedback in the development of our Revenue Proposal and will continue 

engaging with the HCC REZ Reg Panel and other stakeholders throughout the subsequent phases 

of the revenue determination process. 

3.2 Our engagement activity and how we have incorporated feedback 

Our engagement activities have directly informed the development of this Revenue Proposal. 

During this process, we have met regularly with the AER, EnergyCo and HCC REZ Reg Panel. 

With this being our first time participating in a revenue-setting process under the EII Act, we have 

valued the constructive feedback from all stakeholders, particularly the HCC REZ Reg Panel, in 

helping shape this Revenue Proposal.  

3.2.1 Hunter-Central Coast Renewable Energy Zone Regulatory Panel 

The HCC REZ Reg Panel provides a forum for Ausgrid to obtain a customer’s perspective in the 

development of Ausgrid’s HCC RNI Revenue Proposal. 

The Panel focuses on specific aspects of Ausgrid's regulatory submission, with the understanding 

that the scope of this panel is constrained by the HCC RNI proposal process.  

The involvement of the HCC REZ Reg Panel includes: 

• pre-lodgement engagement with the AER and advising on key areas of interest for consumers 

in accordance with the AER’s Better Resets Handbook to the extent possible given the time 

constraints 

• reviewing and providing feedback on elements of Ausgrid’s HCC RNI Revenue Proposal to the 

AER 

• considering the allocation of risk between Ausgrid and customers, including contingency and 

Adjustment Events, which are appropriate for a substantial construction project and required to 

enable the HCC RNI to be delivered 

• demonstrating that the perspectives of consumers have been considered in Ausgrid’s 

approach to the HCC RNI Project. 

In addition, the HCC REZ Reg Panel was engaged to provide a short independent report to the 

AER identifying key issues that the AER should consider when reviewing Ausgrid’s Revenue 

Proposal. 
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• Ausgrid’s NS174C Environmental Handbook for Construction and Maintenance 

We developed a targeted, Project-specific engagement approach with the aim of: 

• building trust and confidence  

• reaching diverse audiences  

• understanding local aspirations and preferences 

Our broad approach has increased Project awareness, allowing stakeholders and the community 

to share productive feedback on key areas of interest. Throughout this process, we have balanced 

community feedback with other project considerations including our obligations to EnergyCo under 

the Commitment Deed and draft Project Deed. 

3.3.1 Why we engaged with the community 

Ausgrid's commitment to extensive and meaningful engagement for the Hunter Central Coast RNI 

Project stems from the recognition that social licence is a critical factor for the success of electricity 

network projects. By actively engaging with stakeholders and the community, Ausgrid aims to build 

trust and support, which is essential for mitigating risks and ensuring the project is delivered on 

time and within budget. This proactive approach not only addresses potential concerns but also 

demonstrates Ausgrid's dedication to transparency and collaboration. Furthermore, such 

engagement helps differentiate the Hunter Central Coast project from other infrastructure initiatives 

by showcasing a strong commitment to community involvement and sustainable development. 

3.3.2 Opportunities for engagement 

Ausgrid has undertaken a range of activities to ensure community members are aware of the 

proposed activities and had an opportunity to provide feedback on the Project. We have briefed 

key stakeholders including: 

• Members of Parliament (Federal and State)   

• government departments and agencies (Federal and State)   

• local government   

• Traditional Custodian groups   

• industry and interest groups   

• landholders  

• surrounding communities. 

Table 3-3 summarises the variety of consultation tools used during this engagement program. An 

online survey was also set up to gather community feedback and gauge sentiment towards the 

Project. Most stakeholders expressed a willingness to participate in our engagement activities and 

emphasised their desire to remain informed and engaged as the HCC RNI Project progresses.  

Throughout the engagement process, we updated our social media pages to advertise community 

drop-in sessions, highlight online resources and share Project updates. The focus of the posts has 

been to increase general awareness of the Project and highlight opportunities for stakeholders to 

engage with Ausgrid.  
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4 Forecast opex 

This chapter sets out the total 2026-31 forecast opex for the HCC RNI Project. The opex model is 

included as Attachment 4.1. 

In developing this forecast, we have applied our approved CAM to allocate costs between ‘EII Act 

services’ and ‘other services’ (including Distribution Services), which are subject to regulation 

under the NER. 

4.1 Overview of our forecasting approach 

Our total forecast opex for the 2026-31 Regulatory Period is $15.6 million (real 2025-26), excluding 

debt raising costs. We have used a bottom-up-build approach to determine our forecast opex, 

which comprises the following categories of opex: 

• Vegetation management: proactive 

vegetation cutting to maintain safety 

clearances and provide unobstructed access to 

our assets 

• Maintenance: inspections, conditioning 

monitoring and preventative maintenance 

tasks aimed at preserving asset functionality 

and condition integrity, as well as corrective 

and breakdown maintenance 

• Operations: operating and providing grid 

planning support to HCC RNI 

• Regulatory costs: incremental regulatory 

expenditure associated with HCC RNI that is 

not recovered through the CAM allocation 

• Overheads (CAM allocation): the allocation 

of shared costs to the HCC RNI activities using 

the CAM approved by the AER on 14 March 

2025. 

 

The delivery model adopted for our operating and maintenance requirements for HCC RNI 

depends on the type of assets involved. Internal resources will generally deal with substation 

equipment (e.g. switchgear, transformers, secondary systems), while external contractors will 

manage pole and line inspections, vegetation management, fire systems and property activities. 

To forecast direct opex (excluding CAM), we have adopted an approach based on unit costs and 

forecast quantities. The unit costs have been derived based on a review of existing contracts or 

costings from Ausgrid’s similar assets. Market testing of these unit costs supports their prudence, 

efficiency and reasonableness in line with the AER’s expenditure assessment framework.  

The components of our forecast opex (excluding debt raising costs) are presented in Figure 4-1.  
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equal, this would result in an EBSS reward for SCS opex over the 2024-29 period due to a 

reallocation of expenditure rather than an efficiency saving. We propose to manage this by 

excluding the amount allocated to shared opex costs in the HCC RNI from the opex allowance 

used to calculate the EBSS reward in 2026-27, 2027-28 and 2028-29 of the SCS Regulatory 

Period. The new base year opex for the following Regulatory Period will reset at the lower amount 

excluding HCC RNI shared costs and no further adjustment will be necessary. 

  



  

 

2026-31 Revenue Proposal for HCC RNI Project 

Revenue Proposal 33 
 

5 Forecast capex 

Capex refers to the investments Ausgrid needs to make towards the construction and 

commissioning of the HCC RNI. This chapter sets out the direct and indirect capex associated with 

the Project. The capex model is included as Attachment 5.1. 

5.1 Overview of HCC RNI capex 

The HCC RNI will enable an additional 1 GW of transfer capacity through removing and rebuilding 

85 km of existing subtransmission lines in existing corridors. It also includes investment in 

substations, which house transformers, and switching stations that operate, without transformers, 

at a single voltage level. Additional fibre communications links will also be built to provide 

enhanced security of communications infrastructure. Figure 5-1 sets out the RNI corridor that forms 

the basis of our capex forecast.  

Figure 5-1: HCC RNI corridor  

 

 

Our total proposed capex to deliver the HCC RNI Project is $590.8 million. This includes 

$283.0 million in expenditure incurred before 1 July 2026, known as ‘pre-period expenditure’, and 

$307.9 million in forecast capex in the 2026-31 Regulatory Period.  

The breakdown of this expenditure by project asset category is outlined in Table 5-1. The total 

capex includes base capex to be expended by Ausgrid, risk costs which allow a reasonable 

contingency and the Infrastructure Planner Fee. 

The Infrastructure Planner Fee is a payment Ausgrid is required to make to EnergyCo, which 

reimburses EnergyCo’s costs for undertaking development functions and operations activities in 

respect of the HCC RNI and Ausgrid’s costs for early (pre-Project Deed) works. The EnergyCo 

component is $92.9 million and is displayed as a single line item below. The Ausgrid component is 
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o Mitchell Line STS: a single B-phase busbar voltage transformer will be installed on 

section 1 and section 2 of the Mitchell Line STS 132 kV busbar 

o Singleton STS: a single B-phase busbar VT will be installed on section 2 of the Singleton 

STS 132 kV busbar 

o Rothbury zone substation: new 132 kV feeders to the Antiene STSS, to enable additional 

impedance through either feeder 95R or 955 

o Kurri STS: two additional 132 kV feeder bays will be constructed by extending the 

existing 132 kV main busbar to the west. 

• Secondary systems: Secondary systems to be upgraded including protection upgrades around 

Muswellbrook 

• Construction of a new communications link from Somersby Zone Substation to Berowra 

Zone Substation using an optical fibre ground wire (OPGW) 

This scope of work and associated costs is required to meet the CT authorisation and comply with 

associated regulations under the EII Act. 

5.1.1 Pre-period capex 

We commenced work on the HCC RNI Project in 2024-25, with an objective to meet the 

commissioning targets outlined in the Network Infrastructure Strategy9. We will continue to incur 

costs before commencement of the 2026-31 Regulatory Period, referred to as ‘pre-period 

expenditure’. This expenditure relates to the following activities: 

• Assessing the feasibility of the augmentation and upgrade works 

• Undertaking procurement processes for the delivery of the Project 

• Procuring equipment 

• Detailed design work, including testing 

• Early construction works. 

We are also obliged to pay the Infrastructure Planner Fee as part of ‘pre-period expenditure’. 

We have included the pre-period capex within our proposed opening asset base, to be recovered 

over subsequent Regulatory Periods. In doing so, we have established a new asset category 

called ‘Infrastructure Planner Fee’.10 Where other pre-period capex is directly attributable to an 

asset class, such as transmission lines, we have attributed the relevant pre-period capex directly to 

that asset class. Where pre-period capex is not directly attributable to a single asset class, such as 

for labour or overhead costs and other indirect costs, we have allocated this pre-period capex 

across asset classes in proportion to the total capex for the Project. 

  

 

9 EnergyCo, NSW Network Infrastructure Strategy, May 2023, page 39 

10 The asset class for Infrastructure Planner fee is the EnergyCo component of the Infrastructure Planner fee, which 

includes all expenditure incurred by EnergyCo for the development and operations phases of the Project. The Ausgrid 

components of the Infrastructure Planner fee are included within the appropriate respective capex categories.  
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• Portion 1: Modernisation of the Upper Hunter secondary systems (providing a total of 350 

MW additional network capacity) 

• Portion 2: Construction of the new Sandy Creek STSS, Muswellbrook network 

rearrangement, Singleton to Kurri 132 kV link, and installation of a communications link across 

the Hawkesbury River to provide enhanced security of communications infrastructure 

(providing a cumulative total of 630 MW of additional network capacity) 

• Portion 3: Construction of the new Antiene STSS, and Antiene to Singleton 132 kV link 

(providing a cumulative total of 1 GW of additional network capacity). 

The prudence of our proposed capex is further supported by the competitive tension that applied in 

the selection of Ausgrid as the Network Operator for the HCC RNI Project. EnergyCo selected 

Ausgrid as the Network Operator following a select tender process between Ausgrid and 

Transgrid.13 

We engaged extensively with the HCC REZ Reg Panel about the EII framework. The Panel’s 

report to the AER provides recommendations and feedback on how the EII regime can be 

improved. We welcome this feedback and look forward to continued dialogue with customer 

advocates and other groups on this topic. For the purposes of our Revenue Proposal, we are 

confident that the additional oversight under the EII framework supports a finding that the capex 

required for the HCC RNI Project is prudent.  

Our proposal aligns with the technical solution and capex estimate authorised by the Consumer 

Trustee on the recommendation of the Infrastructure Planner. Reaching this point involved an 

extensive 18-month process, with review and challenge by independent authorities, like the 

Consumer Trustee, with legislative responsibilities to make authorisation decisions in the long-term 

financial interest of NSW energy customers.  

The next limb of the TET requires Ausgrid to establish that our forecast reflects the efficient costs 

to meet the prudent option selected by the Infrastructure Planner. 

5.2.2 Efficiency of our proposed capex  

Our proposed capex reflects the efficient level of investment needed to deliver the HCC RNI 

Project.  

We have adopted a blended delivery model that uses both internal and external resources. This 

leverages Ausgrid’s comparative advantages where we have existing resources, such as: 

• internal expert design, network modelling, property, community engagement and governance 

teams 

• an available internal workforce, to undertake tasks at the most efficient cost 

• procurement of equipment which is then free issued to subcontractors, allowing Ausgrid to 

leverage its purchasing power and avoid subcontractor margins. 

All other tasks are delivered through external resources procured through competitive tender.  

Our forecasting approach is based on: 

 

13 EnergyCo, Hunter-Central Coast Renewable Energy Zone: Summary of EnergyCo’s network recommendation, April 

2025, page 14  
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Our view is that ‘reasonable’ requires a tailored assessment of whether good industry practice has 

been employed in the circumstances under which a cost estimate has been developed. In the case 

of the HCC RNI Project, this requires a holistic assessment of the following considerations: 

• NSW Government policy requiring HCC RNI to provide 1 GW of transfer capacity within a 

highly constrained timeframe 

• limits on the amount of funding available for project development activity. The activities that 

were limited to available funding included detailed design development, detailed site 

investigations and sampling, environmental assessment and reports, and developing detailed 

project staging plans 

• restrictions on joint planning with Transgrid and on engaging with a wide range of relevant 

stakeholders, including directly impacted landholders, broader community, Transport for NSW, 

councils, MPs, and other government agencies before January 2025 

• the timing of Ausgrid’s formal engagement as the HCC REZ Network Operator, which did not 

occur until mid-December 2024. 

Despite these limitations we have employed good industry practice in developing our cost 

estimates. This involved: 

• engaging expert cost consultants, Turner & Townsend, to augment our internal estimation 

capability and develop of our cost model 

• best practice procurement processes including competitive tenders for major subcontracts, 

seeking improved pricing for bulk purchases from Ausgrid’s existing equipment supplies, 

obtaining fixed prices for known scope 

• undertaking bottom-up builds of those items not yet able to be fully market tested.  

5.3 Efficient allocation of risk 

Our proposed capex reflects the expected prudent and efficient cost of delivering the required 

transmission assets within the specified timeframe set by the Infrastructure Planner for the HCC 

RNI Project.  

This section sets out our approach to the allocation of Project risks and explains why this results in 

efficient outcomes for consumers, by allocating risks to the party that is best placed to bear and/or 

manage that risk. Our approach is to first assess the risk characteristics of each capex category 

and to allocate them to one of the following three groups: 

• Group A – capex costs with a high degree of forecast certainty 

• Group B – capex costs that are uncertain, but the event risk and/or consequences are 

somewhat under the control of Ausgrid or our contractors and can be reasonably estimated, 

and so the risk is best borne by Ausgrid or our contractors 

• Group C – capex costs that are uncertain and beyond the control of Ausgrid or its contractors, 

and where the event risk and/or consequences of the event cannot be reasonably estimated 

by Ausgrid, so the risk is best borne by consumers. 

This grouping of capex costs ensures that Ausgrid: 

• appropriately allocates the risk to the party that is best placed to bear and/or manage that risk 
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Figure 5-2: Ausgrid risk management process for the HCC RNI 

 

 

Our approach is in line with ISO31000 and is necessary to address a range of project uncertainties 

arising from the underlying characteristics of the technical specifications and timetable set by the 

Infrastructure Planner, including: 

• potential difficulties in accessing easements 

• unknown geotechnical conditions on the route for new transmission lines 

• unforeseen artifacts, native title claims and site contamination 

• inclement weather over and above a reasonable threshold that delays and increases the cost 

of the Project 

• third party unrest resulting in delays. 

5.3.3 Revenue adjustment events 

Revenue adjustment events allow Ausgrid to apply to the AER, in predefined circumstances, to 

amend our allowed revenues to account for changes in our HCC RNI costs.  

In addition to the adjustment events prescribed in EII Chapter 6A16, we are proposing 18 

nominated cost adjustment events, which fall into three broad categories: 

• Standard events, which are adjustment events for AER distribution and transmission 

determinations that are commonly approved by the AER 

• EnergyCo contractual compliance events, which are events that are either required to be 

included under the contractual arrangements with EnergyCo or are necessary to reflect those 

contractual arrangements 

• Procurement induced cost uncertainty events, which reflect that the unique procurement 

process for the HCC RNI has resulted in a higher than usual degree of uncertainty around 

certain cost items at the current stage of the process.  

 

16 EII Chapter 6A, 6A.7.3(a1). 
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6 Proposed Revenue 

This chapter explains how the proposed revenue has been calculated using the revenue building 

block components shown in Figure 6-1. The revenue building blocks for HCC RNI include the 

creation of a new Regulatory Asset Base (RAB), the forecast return of and return on capital, 

revenue adjustments (covered in Chapter 8), the tax allowance, and opex (covered in Chapter 4).  

For the 2026-31 Regulatory Period, we are proposing a total nominal revenue of $200.3 million. 

The EII PTRM used to derive this revenue is included as Attachment 6.1 and the rate of return 

model is included as Attachment 6.2. 

Figure 6-1: Revenue building blocks  

  

6.1 Regulatory asset base  

This section discusses the creation of a new RAB for HCC RNI and the forecast return of capital. 

The RAB represents the total unrecovered value of the assets that Ausgrid uses to provide 

regulated services. The RAB for each year is rolled forward from the previous year by: 

• adding efficient new capex net of disposals, as it is incurred or commissioned 

• adding forecast inflation 

• deducting depreciation.  

The RAB value is used to calculate the revenue required to recover our efficient costs associated 

with the return on capital and depreciation. 
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As noted in section 6.1, a new asset category for Infrastructure Planner Fee was created for the 

HCC RNI Project. We propose to adopt the same life as the Standard Life, which in turn aligns with 

the default term of the project Deed. This reflects the provisions set out in 40-I of Income Tax 

Assessment Act 1997 (ITAA 1997).  This subdivision provides mechanisms for deducting capital 

expenditures that may not fall under standard depreciation rules for tangible assets.  Specifically, 

section 40-830 allows certain capital costs directly connected with a project (‘project amounts’) to 

be deducted over the ‘project life’ (as defined in section 40-845).  

The Infrastructure Planner Fee represents expenditure connected to establishing the HCC RNI 

Project.  Its nature is comparable to costs explicitly mentioned in section 40-840(d)(d) as potential 

project amounts, specifically: 

• an amount incurred for feasibility studies for the project (40-840(2)(d)(iii)) 

• an amount incurred for environmental assessments for the project (40-840(2)(d)(iv)) 

• an amount incurred to obtain information associated with the project (40-840(2)(d)(v)). 

Therefore, treating this fee as a project amount under section 40-840, deductible over the project 

life, is appropriate. We interpret the relevant 'project life' as the 25-year term outlined in the Project 

Deed. 

Consequently, aligning the tax effective life of the Infrastructure Planner Fee with the 25-year 

Project Deed term represents a well-founded approach under Subdivision 40-I. This duration is 

also consistent with the anticipated operational lifespan of the typical Renewable Energy Zone 

(REZ) generating assets expected to connect to our network as a result of the HCC RNI project. 

6.4 Maximum allowed revenue 

This section sets out our total annual maximum allowed revenue (MAR) for the 2026-31 

Regulatory Period calculated using a building block approach.   

The MAR for the HCC RNI is the sum of the forecast efficient costs that Ausgrid will incur to 

implement the Project. The MAR consists of various ‘building blocks’, presented in Figure 6-4.  

Figure 6-4: Annual revenue requirement for HCC RNI 
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6.6 Financeability test 

Financeability is defined as a Network Service Provider’s (NSP) ability to meet its financing 

obligations and to efficiently raise any new capital requirements needed to undertake the forecast 

investments in the network and maintain financial sustainability while undertaking large-scale 

infrastructure projects, particularly those identified in the Integrated System Plan (ISP).  

Financeability is closely tied to a NSP’s ability to maintain its investment-grade credit rating of 

BBB+ at the benchmark level of gearing (60 per cent). This involves assessing whether regulated 

revenue streams provide sufficient cash flows to cover financial obligations at that level of gearing.  

The AER employs a financeability test for actionable ISP projects to evaluate a NSP’s financial 

position using four key metrics, as shown in Figure 6-5.  

Figure 6-5: AER’s financeability test metrics 

 

We have assessed the financeability position of Ausgrid including the HCC RNI expenditure. We 

have done this in line with the AER’s financeability guideline for actionable ISP projects, published 

in November 2024, and have used the AER’s financeability guideline model to assess the four key 

metrics shown in Figure 6-5.  

The financeability guideline model calculates and compares the overall weighted numeric result 

from the four metrics under a base case without the ISP project, and the position with the ISP 

project included. This overall weighted numeric score is the measure of the financeability position 

and is calculated based on Moody’s rating methodology for regulated electric and gas networks. 

The model assesses if there is a financeability issue with reference to a financeability threshold, 

which is the numeric score associated with the benchmark credit rating of Baa1 or the equivalent 

BBB+ used to estimate the return on debt component in the RoRI. 

If compared to the base case, the overall weighted numeric score deteriorates and the deteriorated 

position is below the financeability threshold, then that indicates there is a financeability issue with 

the inclusion of the Project.  

Our base case position under the financeability assessment is our prevailing SCS Determination 

PTRMs. We assessed our financeability position with the HCC RNI Project included by adding the 
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expenditure for the Project to our base case. Our assessment did not indicate a financeability issue 

for Ausgrid from the inclusion of the forecast HCC RNI expenditure. As a result, we are not 

proposing any financeability adjustment in the EII PTRM for HCC RNI, nor therefore in our revenue 

proposal. 

6.7 Value and treatment of decommissioned assets 

As noted in Chapter 2, Ausgrid plans to upgrade certain existing assets with new 132 kV overhead 

lines along established easements. These upgrades will involve replacing 132 kV concrete and 

steel pole lines, and transmission 132/66 kV substation equipment. As of 30 June 2026, the 

residual value of the decommissioned assets is estimated to be $6.9 million (nominal). Due to its 

immateriality, Ausgrid intends to retain these assets in its NER RAB and continue depreciating 

them over their remaining life. This decision is expected to have a negligible effect on customer 

bills with an estimated 16 cents per year for residential customers on a flat tariff, and an estimated 

30 cents per year for small businesses on a flat tariff. 
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7.2 Capital Expenditure Sharing Scheme 

The CESS allows Ausgrid’s customers to benefit from improved efficiencies in our capex over a 

regulatory control period by providing financial rewards and penalties for efficiency gains and 

losses. Efficiency gains and losses are derived by calculating the difference between the AER’s 

capex allowance and our actual capex. A proportion of the efficiency gains and losses are shared 

with our customers.  

The AER’s guidelines state that application of the CESS to a particular Revenue Determination will 

be decided on a case-by-case basis. In any determination under the EII Act, the AER may decide 

to either: (a) not apply a CESS at all; (b) apply the CESS as per its NER guideline; or (c) apply the 

CESS in a modified way: 

“In its revenue proposal a Network Operator may propose to modify the application of a 

guideline, incentive scheme or model but must provide reasons for doing so. Depending 

on the circumstances and the reasoning, we may be willing to consider modifying our 

current incentive schemes and we would do this on a case-by-case basis.” (AER 

Guideline, section 3.3) 

Ausgrid does not propose any adjustments to the sharing ratios in the standard CESS applicable to 

the HCC RNI Project. We propose that the standard CESS ratios as outlined in Capital 

Expenditure Incentive Guideline applies to our capex:31 

• A 30 per cent sharing ratio for any underspend up to 10 per cent of the forecast capital 

expenditure allowance  

• A 20 per cent sharing ratio for any underspend that exceeds 10 per cent of the forecast capital 

expenditure allowance  

• A 30 per cent sharing ratio for any overspend of the forecast capital expenditure allowance. 

7.2.1 Modifications to CESS 

Due to the regulatory and contractual timings of this project, we are in an unusual position where a 

significant proportion of capex is forecast to be incurred before the start of the regulatory period. If 

the CESS only applied to capex within the regulatory period, a significant amount of capex would 

not be subject to the CESS. Further, there would be a perverse incentive to overspend in the pre-

period in order to underspend in the regulatory period and receive a CESS reward.  

To avoid this sub-optimal outcome, we propose that pre-period expenditure is included in the 

allowance that is subject to CESS. Ausgrid’s view is that this would best align with the intent of the 

scheme to incentivise efficient capex without creating incentives to change the timing of capex. It 

also aligns with the CESS principle that network operators should be rewarded or penalised for 

improvements or declines in efficiency of capital expenditure. This should apply to the whole 

project expenditure, not a portion that is removed due to when project and regulatory scheduling 

arbitrarily delineates the ‘pre-period’. 

Further, we propose to exclude from the CESS the expenditure allocated to our social licence 

initiatives for HCC RNI. The specific allocation of these funds will be guided by consultations with 

community and stakeholders. As this expenditure is determined by community needs rather than 

 

31 AER, Capital Expenditure Incentive Guideline for Electricity Network Service Providers, July 2024. 






























