Attachment 1 Key Inputs and Assumptions
Powerlink 2027-32 Revenue Proposal

January 2026

Attachment 1 Key Inputs and Assumptions

This appendix includes the key inputs and assumptions for the capital and operating expenditure forecasts and
financial elements upon which our Revenue Proposal is based. Detailed information on these inputs and
assumptions is included within the relevant chapters of our Revenue Proposal.

Attachment 1 Table 1 - Key Assumptions for Capital Expenditure

Element Assumptions

General

Asset Strat &
sset Strategy Approved asset management documents, SAP data systems.

Information

Estimated costs Derived from Powerlink's standard network project estimating practices.

Demand, energy and Electricity demand forecast based on the central scenario outlook in Powerlink's 2025
generation forecast Transmission Annual Planning Report (TAPR).

Load driven

Augmentations,
Easements &
Connections

Bottom-up forecast based on network capital portfolio informed by business plans (including
TAPR and adjusted Network Investment Outlook).

Nine potential contingent projects:

e Central to North Queensland Reinforcement
e Northern Bowen Basin Reinforcement

e Gladstone Area Augmentation

e Central Queensland System Strength

e Southern Queensland System Strength

e South West Queensland Augmentation

e North Brisbane Area Network Development
e Brisbane Area Transfer Capacity

e Surat Basin Area Network Development.

Contingent projects

Non-load driven (reinvestment, system services security/compliance/other)

Bottom-up forecast based on network capital portfolio informed by business plans, with

Reinvestment . . . . . . .
specific project supporting documentation subject to maturity of the project.

System Services Bottom-up forecast based on network capital portfolio informed by business plans.

Security & Compliance/

Other Historical trend applied, adjusted for one-off needs.

Non-network

IT, Buildings, Vehicles Based on current Powerlink strategies and development plans.

Tools Historical trend applied, adjusted for one-off expenditure items.
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Attachment 1 Table 2 - Key Assumptions for Operating Expenditure

Element Assumptions

Base-trend-step

Base year

Step changes

Trend — output growth

2025/26 forecast.
Independent, external report on efficiency has been commissioned.

3 step changes included:

e cloud-based services (560 million over the period)
e security uplift (516.6 million over the period), and
e network monitoring uplift (58.8 million over the period).

0.90%, based on existing data and trended forward.

Australian Energy Market Operator (AEMO) 2025 Electricity Statement of Opportunities
(ESOQ) Step Change Scenario.

Powerlink’s preliminary Annual Information Order (AlO) for 2024/25.

Estimated customer data based on Ergon Energy and Energex 2025-30 Revised Revenue
Proposal.

Trend — price growth

Trend — productivity

0.78%, based on forecast increases for labour (70.4% weighting) and non-labour (29.6%
weighting).

Labour — simple average of Wage Price Index (WPI) forecasts provided by Oxford Economics
Australia (Energy, Gas, Water and Waste Services (EGWWS) — Queensland) and Deloitte Access
Economics (Queensland Utilities WPI forecast). The average is 1.1% WPI.

Non-labour - No real price growth based on the AER's preferred approach (0%).

0.42%, based on the AER's 2025 Draft TNSP Annual Benchmarking Report 2025 industry
average benchmarking productivity.

Category specific forecasts

AEMO participant and
cyber security fees

Based on AEMO Budget and Fees FY26, with a rate of change applied to future years
consistent with increases indicated in AEMO's proposed fee structure for the 2026-31 period.

Debt raising costs

8.61 basis points, based on Incenta's Benchmark debt and equity raising costs (December

2025).
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Attachment 1 Table 3 - Other Inputs and Assumptions

Element Inputs and assumptions

RoR / WACC 6.29% nominal vanilla WACC (for 2027/28).
Risk Free Rate (Rf) 4.67% based on recent 20-day averages.
Market Risk Premium (MRP) 6.20% per the AER's Rate of Return Instrument.
Equity Beta 0.60 per AER's Rate of Return Instrument.
Return on Equity 8.39% calculated per AER's Rate of Return Instrument.

4.89% (for 2027/28) based on an estimate of the AER's trailing average approach
Return on Debt and assumes Powerlink's prevailing rate for 2025/26 remains unchanged for the
2027-32 regulatory period.

Gamma 0.57 per AER's Rate of Return Instrument.

Opening RAB of $8,322.6 million (S nominal).
RAB Forecast asset disposals of $7.7 million ($ nominal) within the 2027-32 regulatory
period.

An estimate of immediately deductible capital expenditure has been included

Taxation
based on historical data.

8.61 basis points, based on Incenta's Benchmark debt and equity raising costs

Debt raisi
ebt raising (December 2025)

2.60%, based on the AER's inflation approach and applies headline inflation from
Inflation the most recent Statement on Monetary Policy from the Reserve Bank of Australia
(November 2025), 5 basis points lower than the 2022-27 final determinations.

Revenue adjustments, net of tax Reduction of $285.8 million (S nominal) arising from EBSS and CESS net carry-
allowance overs, FY22 CESS true-up and net tax allowance.




	Executive summary
	The challenge
	Overview of our Revenue Proposal
	An increasingly complex and dynamic operating environment
	Customers
	Cost
	Complexity

	Genuine customer engagement has shaped our Revenue Proposal
	Capable of acceptance remains our overarching goal

	Capital expenditure aligned with customer priorities
	Current period performance in a challenging environment

	Operating expenditure to address the demands of a complex operating environment
	Revenue and pricing
	Revenue requirements
	Indicative price path


	Table of Contents
	List of Figures
	List of Tables
	1 Introduction
	1.1 About Powerlink
	1.2 Our services
	1.3 Structure of our Revenue Proposal
	1.4 Conventions
	1.5 Confidential information
	1.6 Governance and compliance

	2 Operating Environment
	2.1 Introduction
	2.2 Our approach
	2.3 Customers
	2.3.1 Affordability
	2.3.2 Price predictability
	2.3.3 Reliability and resilience

	2.4 Costs
	2.4.1 Global impacts
	2.4.1.1 Unprecedented cost increases


	2.5 Complexity
	2.5.1 System complexity
	2.5.1.1 Operating envelope
	2.5.1.2 Cyber security

	2.5.2 Deliverability
	2.5.2.1 Workforce capacity and capability
	2.5.2.2 Social licence to operate
	2.5.2.3 Environment
	2.5.2.4 Energy market regulation
	2.5.2.5 Federal and Queensland Government policies



	3 Customer Engagement
	3.1 Introduction
	3.2 Our engagement approach
	3.2.1 Overview
	3.2.2 Engagement goal

	3.3 Engagement planning
	3.3.1 Engagement scope co-design process
	3.3.2 IAP2 Spectrum Participation Level
	3.3.3 Powerlink’s Customer Panel and Revenue Proposal Reference Group
	3.3.4 Powerlink senior management engagement

	3.4 Engagement timeline
	3.5 Capable of acceptance criteria
	3.5.1 Proof point criterion
	3.5.2 Framework for application of the criteria
	3.5.3 Powerlink self-assessment against the capable of acceptance criteria

	3.6 End-user and stakeholder engagement
	3.6.1 Commercial and Industrial load customer engagement
	3.6.2 Queensland Household Energy Survey
	3.6.3 Transmission Network Forums
	3.6.4 Powerlink Stakeholder Perception Survey
	3.6.5 Key research insights for our Revenue Proposal

	3.7 How feedback influenced our decision making
	3.7.1 RPRG consideration of alternative proposed approaches
	Price path smoothing
	CESS net carryover calculation
	Operating expenditure output growth trend
	Demand Management Innovation Allowance Mechanism (DMIAM)

	3.7.2 Other engagement outcomes
	Engagement approach
	Expenditure forecasts
	Revenue and pricing


	3.8 Engagement evaluation
	3.8.1 RPRG feedback
	3.8.2 Engagement evaluation KPIs
	3.8.2.1 Improvement opportunities



	4 Capital Expenditure
	4.1 Introduction
	4.2 Regulatory requirements
	4.3 Historical capital expenditure
	4.3.1 Historical capital expenditure summary
	4.3.2 Overall performance against allowance
	4.3.3 Category specific performance against AER allowance
	4.3.3.1 Network load driven capital expenditure
	4.3.3.2 Network non-load driven capital expenditure
	Reinvestments
	System Services
	Security and Compliance
	Other

	4.3.3.3 Non-network capital expenditure
	Business Information Technology (IT)
	Support the Business


	4.3.4 Projects deferred from current period into next period
	4.3.5 Ex post review period

	4.4 Forecast capital expenditure
	4.4.1 Capital expenditure objectives
	4.4.2 Changes from draft Revenue Proposal
	4.4.3 Overview of forecast capital expenditure by category
	4.4.3.1 Network load driven capital expenditure
	4.4.3.2 Network non-load driven capital expenditure
	Reinvestments – transmission line refit
	Reinvestments – secondary systems and telecommunications
	Security and Compliance
	Other

	4.4.3.3 Non-network expenditure


	4.5 Contingent projects
	4.5.1 Local demand increase and/or generation reduction
	4.5.2 Market benefit

	4.6 Network Support/Non-Network Alternatives
	4.7 Deliverability of future expenditure
	4.8 Capital expenditure forecasting methodology
	4.8.1 Capital expenditure categories
	4.8.2 Our hybrid forecasting approach
	4.8.3 Cost estimating methodology
	Network project estimate types
	Network project estimate classes and accuracy

	4.8.4 Capital Expenditure Model
	4.8.5 Inputs and assumptions
	4.8.5.1 Demand and energy forecast
	4.8.5.2 Asset planning criteria
	4.8.5.3 Asset reinvestment criteria



	5 Operating Expenditure
	5.1 Introduction
	5.2 Regulatory requirements
	5.3 Historical operating expenditure
	5.3.1 Historical operating expenditure summary
	5.3.2 Performance against allowance
	5.3.2.1 Controllable operating expenditure
	Demand for skilled labour
	Complexity
	New regulatory and compliance obligations

	5.3.2.2 Non-controllable operating expenditure
	Network Support
	Insurance


	5.3.3 Productivity initiatives
	5.3.3.1 Materials supply chain and direct purchasing
	5.3.3.2 Vegetation management
	5.3.3.3 Improving the efficiency of central processes and activities
	5.3.3.4 Office refit
	5.3.3.5 Business Information Technology (IT)
	5.3.3.6 In-Vehicle Asset Management Systems
	5.3.3.7 Value driven maintenance
	5.3.3.8 Other productivity initiatives

	5.3.4 Benchmarking performance
	5.3.4.1 Regulatory requirements
	5.3.4.2 Our approach
	5.3.4.3 Our benchmarking performance
	5.3.4.4 Independent assessment of performance


	5.4 Forecast Operating Expenditure
	5.4.1 Total forecast operating expenditure
	5.4.2 Operating expenditure objectives
	5.4.3 Changes from the draft Revenue Proposal

	5.5 Operating expenditure forecasting methodology
	5.5.1 Operating expenditure categories

	5.6 Application of the base-trend-step methodology
	5.6.1 Efficient base year
	5.6.1.1 Base year selection
	5.6.1.2 Base year adjustments
	5.6.1.3 Category analysis of operating expenditure
	5.6.1.4 Benchmarking of base year

	5.6.2 Rate of change
	5.6.2.1 Total rate of change
	5.6.2.2 Output change
	5.6.2.3 Alternative output change
	5.6.2.4 Real price change
	5.6.2.5 Productivity change

	5.6.3 Step changes
	5.6.3.1 Physical security uplift
	5.6.3.2 Transition to cloud-based solutions
	5.6.3.3 Enhance overnight network monitoring


	5.7 Forecast other operating expenditure
	5.7.1 Insurance
	5.7.1.1 External insurance
	5.7.1.2 Self-insurance
	5.7.1.3 Pass through events

	5.7.2 AEMC levy
	5.7.3 AEMO participant and cyber security fees
	5.7.4 Network support
	5.7.5 Debt raising costs

	5.8 Interaction between forecast capital and operating expenditure

	6 Escalation Rates
	6.1 Introduction
	6.2 Regulatory requirements
	6.3 Cost escalation
	6.4 Cost escalation approach
	6.4.1 Real labour price growth
	6.4.1.1 Oxford Economics Australia forecast
	6.4.1.2 Alternative forecast

	6.4.2 Real materials price growth
	6.4.3 Interaction with expenditure incentive schemes


	7 Regulatory Asset Base
	7.1 Introduction
	7.2 Regulatory requirements
	7.3 Our approach
	7.4 Opening RAB as at 1 July 2027
	7.5 Forecast RAB for the 2027-32 regulatory period
	7.6 RAB additions and removals
	7.6.1 Additions
	7.6.2 Removals

	7.7 Historical and forecast RAB

	8 Rate of Return, Taxation and Inflation
	8.1 Introduction
	8.2 Regulatory requirements
	8.3 Rate of return
	8.3.1 Overview
	8.3.2 Our approach
	8.3.2.1 Return on equity
	8.3.2.2 Return on debt


	8.4 Taxation
	8.4.1 Immediate expensing of capital expenditure
	8.4.2 Diminishing value depreciation

	8.5 Forecast inflation

	9 Depreciation
	9.1 Introduction
	9.2 Regulatory requirements
	9.3 Depreciation forecast
	9.4 Our approach
	9.4.1 Year-by-year depreciation tracking
	9.4.2 Use of forecast depreciation

	9.5 Asset classes and asset lives

	10 Maximum Allowed Revenue and Price Impact
	10.1 Introduction
	10.2  Regulatory requirements
	10.3 Forecast total revenue
	10.4 Change in MAR from the 2022-27 regulatory period
	10.5 Our approach
	10.5.1 Regulatory Asset Base
	10.5.2 Return on capital
	10.5.3 Return of capital
	10.5.4 Operating expenditure
	10.5.5 Taxation
	10.5.6 Revenue adjustments

	10.6 X-factors and smoothed revenue
	10.6.1 Revenue smoothing

	10.7 Average indicative price path
	10.7.1 Other customer pricing impacts


	11 Pass Through Events
	11.1 Introduction
	11.2 Regulatory requirements
	11.3 Nominated pass through events
	11.3.1 Insurance coverage event
	11.3.2 Insurer credit risk event
	11.3.3 Natural disaster event
	11.3.4 Terrorism event

	11.4 Network support pass through

	12 Shared Assets
	12.1 Introduction
	12.2 Regulatory requirements
	12.3 Shared assets assessment
	12.4 Our approach
	12.4.1 Shared asset unregulated revenues
	12.4.2 Materiality


	13 Incentive Schemes
	13.1 Introduction
	13.2 Regulatory requirements
	13.3 Efficiency Benefit Sharing Scheme
	13.3.1 Carryover amount from the 2022-27 regulatory period
	13.3.2 EBSS target for the 2027-32 regulatory period

	13.4 Capital Expenditure Sharing Scheme
	13.4.1 Carryover amount from the 2022-27 regulatory period
	13.4.2 CESS true-up for 2021/22 actuals
	13.4.3 CESS target for the 2027-32 regulatory period

	13.5 Service Target Performance Incentive Scheme
	13.5.1 Outcomes for the 2022-27 regulatory period
	13.5.2 STPIS target setting for the 2027-32 regulatory period
	13.5.2.1 Market Impact Component and Network Capability Component
	13.5.2.2 Service Component

	13.5.3 STPIS Service Component historical performance informing targets
	13.5.3.1 SC - Unplanned outage circuit event rate – fault
	13.5.3.2 SC - Unplanned outage circuit event rate - forced
	13.5.3.3 SC - Loss of supply event frequency
	13.5.3.4 SC - Loss of supply event frequency greater than 0.05 system minutes (x)
	13.5.3.5 SC - Loss of supply event frequency greater than 0.40 system minutes (y)
	13.5.3.6 SC - Average outage duration


	13.6 Demand Management Innovation Allowance Mechanism

	14 Pricing Methodology
	14.1 Introduction
	14.2 Regulatory requirements
	14.3 Our Proposed Pricing Methodology
	14.3.1 Review of pricing arrangements
	14.3.2 Customer and stakeholder engagement
	14.3.3 Proposed amendments to our Pricing Methodology


	Attachment 1 Key Inputs and Assumptions
	Glossary
	Appendices
	Models



