) AEMO

AUSTRALIAN ENERGY MARKET OPERATOR

4 February 2014

My Foter Mclniyre FROM THE OFFICE OF THE
E;(aer?:g\r/; Director and Managing Director S EEATREBNCR:
PO Box A1000 ‘
Sydney South NSW 1235 Level 22

530 Collins Street

Melbourne VIC 3000

Postal Address:
GPO Box 2008
Melbourne VIC 3001

T 1300 858724

QWAN F 039609 8010
)

Dear Mr ntyre
AEMO Endorsement of TransGrid Network Capability Incentive Parameter Action Plan (NCIPAP) for
1 July 2014 - 30 June 2019

| am writing to you regarding AEMO'’s endorsement of the proposed projects under TransGrid's NCIPAP for
1 July 2014 — 30 June 2019.

Under clause 5.2 of the AER’s Service Target Performance Incentive Scheme (STPIS) Guidelines, TNSPs
are obligated to consult with AEMO when developing the NCIPAP. TransGrid and AEMO have worked
collaboratively to identify the market benefits of the projects presented by TransGrid under the scheme.
AEMO would like to thank TransGrid for its support during this process.

Based on our assessment, AEMO endorses 28 of 28 projects proposed by TransGrid under the NCIPAP
scheme. Total project costs come to $36.3 million. This equates to 1.0% of TransGrid’'s expected revenue
proposal for the next regulatory period, assuming a four-year regulatory proposal.

AEMO'’s project assessment methodology comprised of modelling and analysis of network limitations,
considering historical congestion, future network flows and reliability and security implications.

Under the scheme, AEMO is required to prioritise projects bases on value for money provided for electricity
customers. All projects submitted by TransGrid under NCIPAP are assessed as having positive net market
benefits and delivering value to customers. The list of endorsed projects is included as Attachment 1.

If you have any questions or would like to seek any clarification please contact Louis Tirpcou, Group
Manager Planning on (03) 9609 8415.

Yours sincerely

H 2

Matt Zema
Managing Director and Chief Executive Officer

cc: Michelle Groves, Chief Executive Officer, AER
Attachment 1: Proposed list of prioritised NCIPAP projects.
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