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1 Executive Summary

Over the past 20 years, a transportmegaproject boomhas redrawn our cities. It

has reduced travel times, facilitated growth, attracted investment into the civil

construction industry and changed the industry itself. It has resulted inmassive

jobs growth, with the civil construction sector adding 50,000more jobs over

the past two decades than if it had grown at the same rate as the overall labour

market.

It has also been very expensive. There are currently more than 50 transport

packages valued at more than $1 billion each under construction across

Australia. Many of these ’megaprojects’ have ended up costing more —

sometimes far more — than originally budgeted. The average estimated

cost overrun for the 10 largest transport projects along Australia’s east coast

announced since 2010has been 100%, an average of over $10 billion per project.

The scale of the transport boomhas expanded the civil construction industry.

Civil construction output on road and rail projects increased from$21 billion per

year in the 2000s to $46 billion per year in the 2020s, with the share of GDP

rising from a low of 0.6% in 2003 to a recent peak of 1.4% of GDP in 2024.1 Along

the way, capacity challenges to deliver projects on time and on budget have

persisted, particularly with regard to the civil construction labour force.

It is into this capacity constrainedmarket thatAustralia is gearingup for thenext

megaprojects boom— in energy. Australia is undergoing an energy transition,

1
Policy Institute Australia analysis of ABS data (Australian Bureau of Statistics, 2025b; Australian

Bureau of Statistics, 2025a)

driven by the end-of-life closure of coal-fired power generators, as well as by

ambitions to reduce Australia’s greenhouse gas emissions. To date, renewable

energy generation projects have dominated the pipeline. Going forward, much

larger transmission projects await.

Figure 1: Energy dominates the infrastructure pipeline

Modelled infrastructure pipeline, quarterly, by sector

Note: Other sectors include water and sewerage, social and other projects.

Source: Infrastructure Partnerships Australia (2025a)
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Major transmission projects — which enable the expansion of the electricity

grid — dominate the pipeline of energy megaprojects. Given their size and

dominance, transmission projects are the focus of this paper. Expansion of

the grid is needed to connect new renewable generation to consumers as old

coal-fired generation is phased out.

The investment is huge. Current plans target a 15% increase in the length of

the transmission grid, at an estimated cost of at least $65–$85 billion in capital

expenditure alongAustralia’s National ElectricityMarket (NEM). Cost estimates

will almost certainly rise given abundant evidence of exceedingly low initial

costings onprojects that havebeencontracted so far. Evenat current estimates,

this value would more than triple the total value of the current transmission

regulatory asset base (RAB) in the NEM, withmost investment in New South

Wales, Queensland and Victoria (Figure 2).

The risk of energy megaproject cost overruns is a matter of grave concern.

Across the NEM, the grid is owned and run bymonopoly transmission network

service providers (TNSPs) who pass their investment costs on to consumers

through regulated electricity network charges. This is quite different to the

impact of cost overruns in road and rail, where most public investment is

absorbed into government balance sheets.

Figure 2: The estimated value of planned transmission projects is

much larger than the current value of the existing grid

Estimated value of transmission RAB, NEM, $ billion, constant 2025

Note: Historical RAB points for ElectraNet (2003), TasNetworks (2003), Transgrid (2004), Energy Australia

(2004), Powerlink (2007) andAusNet (2003) are adjusted to constant $2025 dollars. Current projects reflect

Policy Institute Australia analysis of potential value of the RAB, once current projects are completed. Note

this analysis does not consider the impact of concessionary finance or government grants. See Appendix A

formore detail on themethodology.

Source: Australian Energy Regulator (2007); Australian Energy Regulator (2025e)
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For decades, the well-established NEM required relatively little investment,

leaving transmission charges at only around 9% of retail electricity bills.

Going forward, however, as capital costs rise and are recouped through an

approved RAB, consumers’ bill for transmission will also rise. Policy Institute

Australia estimates that the $65–$85 billion in forecast transmission capital

expenditure could increase the network charge on an east-coast Australian

household electricity bill by up to $600 a year, on average, once projects enter

the RAB. That’s equal to an increase in household energy bills of about 25%.

Themagnitudeof the increasewould vary by household usage, but the increase

in chargemay be disproportionately borne by lower income households. For

example, for a typical NSW household, a 20% increase in annual electricity

costs is equivalent to 0.5% of income for amiddle income household, but 1.3%

of income for a lower income household.

Policy Institute Australia estimates that a typical small business would also see

an increase in their energybills of about 25%. For a small businesswithanannual

consumption of up to 100,000 kWh per year, this would add around $10,000 in

annual electricity costs.

Costs could risemore if poor delivery sees evenmore cost escalation. At worst,

lengthy project delays or failures could lead to grid instability and blackouts, at

amuch greater cost.

The good news is that it is early days in the transmission build. It’s not too late

to intervene with reforms to contain costs and deliver our future energy system

with clarity and certainty.

Figure 3: Consumers will bear the brunt of network investment

Estimated impact of transmission capital expenditure on households and businesses

Note: Estimates are indicative only. Household electricity bills estimate how additional transmission

spending that enters the RABwill be paid for on a per household basis. Small business electricity bills reflect

a business consuming up to 100,000 kWh of electricity per year. The estimates do not include any second

round impacts, such as potential falls in wholesale electricity costs. See Appendix A formore detail on the

methodology.

Source: Australian Energy Regulator (2025e); The Australia Institute (2018); Australian EnergyMarket

Commission (2025b); Australian Energy Regulator (2025b)
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To illuminate the path forward, this paper examines the experience of the

major transport boom and applies it to the energy sector in a “lessons learned”

approach. Though transport andenergy are very different sectors, themistakes

made in transport are typical of megaprojects generally, and if applied can help

deliver amore affordable renewable energy future.

Cost drivers identified in the transport boom include weak front-end planning,

poor scoping often resulting from politically-driven announcements, immature

procurement and contracting approaches, limited contestability for some

projects, poor recognition ormanagement of capacity constraints, and issues

in industrial relations. A rapid ramp up of the pipeline, its scale and ambition

for “first of its kind” projects were also factors. The causes of cost overruns in

transport megaprojects have been structural, not incidental. They reflected

incentives, institutions and market settings that were insufficient to drive

disciplined investment or credible delivery.

At this early stage of the energy boom, warning lights are flashing bright that

themistakes of the transport pastmay be repeated in our energy future. The

total expected cost of transmission investment has nearly tripled, in real terms,

from $30 billion to $65–$85 billion.2 Costs are likely to escalate further, as

many identified transmission projects are yet to be fully scoped andhave a large

margin of error around their cost estimates—with a high risk of future upward

cost revisions as well as cost overruns.

In this paper, Policy Institute Australia sets out a pathway to improve our ability

2
This compares initial project cost estimates to the latest cost estimates. Refer to Appendix A for

more detail.

to deliver an affordable transmission transition.

First, we look at the experience of Australia’s transport boom, the track record

of delivery and the market conditions that have resulted. We then review

Australia’s energy transition, the role of transmission and the pipeline of energy

megaprojects. Finally, we apply lessons learned in transport to energy, and

provide recommendations for reform across three areas: planning and scoping,

procurement and contracting, and capacitymanagement.

Our reform direction is practicable, grounded in the principles of competition

and contestability, and aims to limit cost overruns onmajor project delivery. The

issueswe identify largely result fromaneed for our institutional andgovernance

arrangements to evolve alongwith the changing nature of our energy system;

like the energy system itself, our governance arrangements need to transition

to suit a renewable energy future.

Australia has done difficult infrastructure tasks before. The country expanded

road and rail networks at pace, under tight labour markets and complex

planning environments. The lesson from that experience is that well-

designed institutions, credible planning and competitivemarketsmatter. The

transmission build can draw on those lessons. If governments apply them

consistently, the energy transition can be delivered more efficiently and at

lower cost. If not, consumers will face higher bills, slower decarbonisation

and greater risk to system reliability. And a more dynamic, competitive and

affordable approach would benefit not just the energy transition but all the

other areas of the economy that are enabled by essential infrastructure and the

industry that delivers it.
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2 Recommendations

This paper advocates for reforms to get ahead of the challenges of Australia’s

transmission transition. It offers a practical agenda for state and Common-

wealth governments to bettermanage the nextmajor infrastructure cycle with

smarter incentives, tighter discipline and better long-term value for the public.

It’s not too late.

This paper was produced with amixedmethods approach, combining desktop

research and data analysis with extensive consultation includingmore than 50

experts in the energy sector, construction sector, government and academia.

We are grateful to them for their generous contribution of time and deep

insights to this project.

Reform area 1: Clearer, more strategic planning in

transmission

Accountability and responsibility for planning the east coast energy grid, or the

NEM, currently sits across the Australian EnergyMarket Operator (AEMO) as

thenationalmarket operator, state government planning authorities andTNSPs

as asset owners that are both privately and publicly owned.

TNSPs have historically played a planning role in some jurisdictions for

maintenance and upgrades, but are not accountable to act in the public

interest from a network planning perspective. AEMO’s role as systemplanner is

constrained as policy decisions such as carbon reduction are assumed in its key

public document, the Integrated SystemPlan (ISP), and desktop scoping for

the ISP does not provide sufficient depth on costing to account for land access

issues. Meanwhile, states are closest to the planning action and hold planning

authority for every other major infrastructure sector, but may in some cases

lack the technical expertise of AEMOor the TNSPs.

The result is amuddle within the transmission planning space between asset

owners, system planners and state agencies, including accountability and

responsibility for the land access issues that have been amajor driver of delays

and cost estimate errors to date.

Recommendation 1:AEMO should no longer be the National Transmis-

sion Planner, and should no longer have the power to designate projects

as “Actionable”. InsteadAEMO should play a coordinating role as National

Transmission Coordinator, including ensuring NEM system stability and

avoiding unnecessary duplication in transmission infrastructure. AEMO

should also provide advice to the states on the development of any

interconnectors between jurisdictions, to ensure efficient investment

decisions.

Recommendation 2: State governments should be responsible for the

strategic planning of all major transmission infrastructure. States should

be responsible for all decisions to proceed with specific transmission

investments, to bemade following detailed business case assessments.
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Recommendation 3:Major transmission planning functions that sit with

a TNSP should be removed and transferred to a state government entity

that is independent of asset ownership.

Recommendation 4: AEMO’s Integrated System Plan (ISP) should be

repositioned as a technical projection of alternative future grid pathways

to inform state and Commonwealth decision making. The ISP should

incorporate whole of system modelling and not be constrained by

government policy but includemultiple scenarios withmore flexibility on

how scenarios are selected.

Reform area 2: Better value for money through

procurement

In building big infrastructure, the procurement stage is a vital determinant of

cost. It is where competition and contestability in themarket can be leveraged

to contain costs and deliver best value formoney inmajor projects.

As themajor transport project boomhas unfolded, procurement teams learned

early lessons and havematured to becomemore sophisticated buyers. Some

teams have consolidated around a centre of excellence, and their toolkit has

evolved towardmore bespoke procurementmethodologies and programmatic

work approaches that aremore able to harness competitive forces and identify

efficiencies.

Recommendation 5: Governments should deploy contestability for

all major public infrastructure projects, with no automatic preference

given to incumbent asset owners or first movers. This includes major

transmission projects.

Recommendation 6:Each statewith a significant infrastructure pipeline

should create an Infrastructure Delivery Agency with experienced, so-

phisticatedprocurementprofessionals to leadmajorprojectprocurement

across transport, energy and social infrastructure. This could be a single

agency, or a hub ofmultiple delivery agencies.

Recommendation 7: The Infrastructure Delivery Agency would lead on

all matters of community engagement, land access and land acquisition

on all major infrastructure projects.

Reform area 3: Better pipeline and capacity

management

Capacity constraints have played a clear role in cost escalation and overruns in

major transport projects,withworkforce shortageskeyamong these. Managing

our national infrastructure pipeline to the capacity that exists to deliver it will

helpmanage the costs of the pipeline overall, and of each project within it.

Acrossmost sectors, statesand territories areprimarily responsible for selecting

and delivering major public infrastructure projects — and are best placed
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to manage the infrastructure pipeline in the context of capacity constraints.

But their visibility of nationwide capacity is low, and their responsibilities and

accountability formanaging the energy infrastructure pipeline are unclear.

At the Commonwealth level, Infrastructure Australia plays an important role as

the Commonwealth’s independent adviser onmajor infrastructure, including

investment planning and project prioritisation. But currently it has little

involvement in evaluatingmajor energy infrastructure projects.

Finally, workforce capacity constraints continue. The decline in labour force

productivity in the construction industry over the past 10–15 years indicates

Australiansmay be payingmore, and getting less.3 Industrial relations is one

piece of this puzzle. Recommendations for industrial relations reforms are

outside the scope of this paper, but better data will help inform away forward,

including interventions to createmore workforce capacity.

Recommendation 8: State transmission planning entities should

undertake scheduled, formal reviews of their transmission pipeline to

reassessproject scope, timingand sequencing. All NEMstatesundertake

cost benefit analysis of allmajor transmission projects over the next 12–24

months to determine if projects remain justified.

3
The Australia Institute (2014), Productivity Commission (2025)

Recommendation 9: Infrastructure Australia’s remit should be ex-

panded to evaluation of major energy infrastructure project business

cases. Infrastructure Australia should assess business cases for any

major infrastructure project that receives a Commonwealth investment

of $250million ormore, whether provided through grant, debt, equity, or

another fundingmechanism. To enable this, the Commonwealth should

revise Infrastructure Australia’s Statement of Expectations and, where

necessary, secure agreement from state and territory EnergyMinisters.

Recommendation 10: Expand the role of Infrastructure Australia to

gather and publish labour productivity metrics across all publicly

fundedmajor infrastructure projects consistent with their work on the

InfrastructureMarket Capacity Report.
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3 Australia’s infrastructure boom

3.1 Energy boom facing a heated construction market

Provision of public infrastructure is central to our nation’s wellbeing. Australia’s

emerging boom in energy infrastructure is nascent, but is unfolding in an

environment heavily influenced by the big transport boom of the past two

decades. Learning the lessons of the transport boom would help to ensure

value-for-money in the energy transition.

Australia’s boom inmajor transport projects started around two decades ago.

After years of low investment, accelerating population growth and recognised

capacity constraints, the early 2000s saw consensus grow in favour of renewed

investment in public infrastructure. The desire to stimulate growth with

“productivity-enhancing” expenditure after the Global Financial Crisis of the

late 2000s bolstered arguments in favour of an expandedmajor public works

program inmany parts of the nation.4

The result was an explosion of public investment in transport infrastructure.

Civil construction activity on road and rail projects increased from $21 billion

per year in the 2000s to $46 billion per year in the 2020s, with the share of

GDP rising from a low of 0.6% in 2003 to a recent peak of 1.4% of GDP in 2024

(Figure 4).5

4
Engineers Australia (2010)

5
Policy Institute Australia analysis of ABS data (Australian Bureau of Statistics, 2025b; Australian

Bureau of Statistics, 2025a)

Figure 4: Transport infrastructure has boomed

Civil construction, work done, $ billion (constant 2024 dollars), Australia

Note: Rail includes bridges, railways and harbours. Road includes roads, highways, and subdivisions. All data

adjusted to 2024 dollars using CPI.

Source: Australian Bureau of Statistics (2025d)
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3.2 Megaprojects have driven mega growth

Part of what drove the increased spend in public transport was the introduction

ofmore ambitious transport projects that were larger, more complex andmore

expensive to deliver. The era of ’megaprojects’, defined as projects costing

more than $1 billion, began.

In the 1990s and early 2000s, therewere fewprojects that reached the $1 billion

mark. In 1998, Transurban’s City Link toll road inMelbourne— 22 kilometres of

bypass aroundMelbourne’s CBD and connections to three existing freeways—

was slated to cost $2.2 billion.6 At the time, this was touted as the largest road

project in theworld. Adjusting for inflation, this represents a cost of around $4.5

billion.7

Today, projects of this size are common. There are currently over 50 transport

packages8 in Australia over the $1 billionmark.9 Nearly 10 of these are worth

more than $5 billion.10 In Queensland, where the movement to ever-larger

projects continues to accelerate, the number of infrastructure projects valued

between $500 million–$1 billion has roughly doubled since COVID, and the

number of $1 billion projects hasmore than doubled.11

Project complexity has played a role in the growth ofmegaprojects, particularly

urban projects requiring expensive tunnelling. The $26 billion North East Link

6
Australian Financial Review (1998)

7
Policy Institute Australia analysis using ABS data. (Australian Bureau of Statistics, 2025c)

8
Individual programs of work contracted out tomajor construction firms.

9
Infrastructure Partnerships Australia (2025a)

10
Infrastructure Partnerships Australia (2025a)

11
QueenslandMajor Contractors Association (2024)

project in Victoria, $27–29 billion SydneyMetro in NSWand $19 billion Cross

River Rail project in Queensland are among three of the largest.12

3.3 25% of construction is now driven by public demand

The growth in major project demand has had a lasting impact on the

construction industry.

Construction is Australia’s sixth largest industry, contributing over 7% of GDP

(Figure6). It is our third largest employer, providing jobs formore than 1.3million

Australians. The construction sector enables activity across the Australian

economy, including for ourmining and housing sectors.

Rising government investment in infrastructure has changed the construction

industry itself. Growth in civil construction13 has outpaced that of residential

and non-residential building construction (Figure 5), and has been so strong

for so long that civil construction’s share of total construction output has risen

from 30% in 2000 to a peak of over 60% in 2012, and sits at around 45% today.14

Within the civil construction sector, the public sector accounts for around

half of total civil construction output. This means government demand,

investment decisions and procurement practices now drive 25% of output for

the construction industry as a whole.15

12
Queensland Audit Office (2025); ABCNews (2025a); Victorian Auditor-General’s Office (2025)

13
Civil construction is the building of roads, bridges, railways, tunnels, dams, electricity networks,

pipelines, sports fields, mining sites, and other large-scale infrastructure.
14
Policy Institute Australia analysis of ABS data. (Australian Bureau of Statistics, 2025b)

15
Policy Institute Australia analysis of ABS data. (Australian Bureau of Statistics, 2025b)
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Figure 5: Civil construction has outpaced building construction

Construction work done, civil and building, $ billion, all states and territories

Note: Building construction refers to residential and non-residential. Construction services is not included in

this chart, but is also a component of the broader construction industry.

Source: Australian Bureau of Statistics (2025b)

The labour force has responded to this rising demand in construction, with the

constructionworkforce expanding at amuch faster pace than the overall labour

force. Since 2005, the workforce in heavy and civil engineering construction

has increased by around 160%, far exceeding the overall construction sector

(60%) and the broader economy (48%).

And yet, capacity constraints persist. A report by the New South Wales

Productivity and Equality Commission found another 96,000workers would

be needed tomeet the government’s infrastructure pipeline.16 In Queensland,

Infrastructure Partnerships Australia projects labour demandwill double over

the next two years, partly due to the ramping up of construction for the 2032

Brisbane Olympics.17 To meet this would require Queensland to find close

to 40,000 extra civil construction workers— growth that cannot plausibly be

achieved.18

16
NSWProductivity and Equality Commission (2024)

17
Infrastructure Partnerships Australia (2026)

18
Policy Institute Australia analysis of ABS data. (Australian Bureau of Statistics, 2026b)
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Figure 6: Australia’s big boom in civil construction

Note: Red dots onmap are illustrative of the location ofmajor infrastructure contracts currently awarded across Australia.

Source: Australian Bureau of Statistics (2025a); Australian Bureau of Statistics (2026b); Infrastructure Partnerships Australia (2025a); Australian Bureau of Statistics (2025d)
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3.4 Delivery delays and cost overruns are common

While the infrastructure deliveredduring theboomhas shaped thenation,most

individual public sector projects have sufferedcost overruns anddeliverydelays,

with cost ’blowouts’ on some of themost high profile projects.19

Major project timelines can often run late. Infrastructure Australia data shows

that transport projects are typically delayed by 7–33% compared to original

plans.20 And delayed projects tend to blow budgets. Infrastructure Australia

data suggests the average cost increase on transport infrastructure projects is

12–52%.21

For megaprojects, cost overruns are often much bigger. Policy Institute

Australia analysis suggests that the average estimated cost overrun for the

10 largest transport projects announced since 2010 along Australia’s eastern

seaboard has been 100%, or over $10 billion per project (Figure 7).

19
The terminology used for cost escalations, cost overruns and cost blowouts are often conflated.

In this paper, cost escalation refers to an anticipated or actual rise in the cost of key inputs over

time, suchas labour andmaterials. It is oftenanormal (andbudgeted)part ofmajor infrastructure

projects. Cost overruns refer to a difference between the budgeted and actual cost of delivering

a project. There aremany different ways in which this can bemeasured, which depends on the

reference point used and whether data is presented in real or nominal dollars. Cost blowouts is a

colloquial term for a significant cost overrun, often in themagnitude of costs exceeding 50-100%

from a baseline figure.
20
Infrastructure Australia (2024a)

21
Infrastructure Australia (2024a)

Figure 7: Australian transport megaprojects are often over budget,

and delayed

Estimated cost overruns and delays, ten largest transport infrastructure projects

Note: Projects shown include the ten largest Australian transport infrastructure projects that could be found

with publicly available initial cost estimates exceeding $1 billion that were announced from 2010 onwards,

with amore recent public cost estimate. Cost overruns are not directly comparable across projects.

Source: Australian Financial Review (2024); ABCNews (2025a); Transport for NSW (2023); ABCNews

(2023); InDaily QLD (2024); The SydneyMorning Herald (2023); SydneyMetro (2024); Major Transport

Infrastructure Authority (2025a); Rail Express (2024); The Age (2020); Queensland Productivity

Commission (2025); Minister for Transport andMain Roads (2025); Major Transport Infrastructure Authority

(2025b); Transport for NSW (2024).
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3.5 Cost overruns are a global phenomenon

Overruns of time and cost onmajor projects are not unique to Australia. The

global experience is similar, as evidenced in the work of megaproject guru

Professor Bent Flyvbjerg and his database ofmore than 16,000megaprojects

in 136 countries— theworld’s largest database of its kind.22 Flyvbjerg coined

the “Iron Law of Megaprojects”: over budget, over time, under benefits, over

and over again.

Transport projects globally tend to experience cost overruns of 15% for roads

and up to 40% for airports, buses and rail due to engineering and construction

complexity (Figure 8). In a cautionary tale for Queensland, Olympic Games are

on record as suffering the largest average cost blowouts at 157%.

The projects that are set to dominate our energy pipeline— transmission lines,

solar and wind generation, utility-scale storage, and (possibly) gas peaking

plants — are historically less prone to cost overruns. However, the database

does not reflect the last few years of global experience withmajor transmission

projects where costs have accelerated as demand has ramped up in response

to efforts at decarbonisation.23

The remaining chapters in this paper identify factors that drove cost overruns

and delays in Australia’s major transport boom, and apply lessons learned to

the upcoming energy boom. The objective is to contain costs onmajor energy

projects through Australia’s energy transition.

22
Bent Flyvbjerg andDanGardner (2023)

23
The Flyvbjerg database is up to 2023.

Figure 8: Global cost overruns on megaprojects are common

Average cost overrun, globally

Note: This is based on a sample ofmore than 16,000 projects. Overrun ismeasured as themean cost

overrun in real terms. Data is up to 2023 and excludesmore recent projects.

Source: Bent Flyvbjerg andDanGardner (2023)
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4 Energy megaprojects have just begun

Australia’s energy transition has been underway for some time, but investment

has been focused on renewable generation. Themegaproject component of

the transition— largely, new transmission infrastructure— has only just begun.

The energy transition commencedwith growth in renewable energy generation

at the household, industry and utility level. More recently, energy storage

has been added to the mix. Down the track, Australia will grapple with the

electrification of the transport system, the closure of baseload coal-fired

generation and the introduction of the dispatchable energy sources (pumped

hydro, battery storage or gas) needed tomaintain grid stability.

Transmission is the focus of this paper. Transmission is essential and networked

public infrastructure. Building transmission lines is comparable to the waywe

deliver other essential services, including public roads and rail. The forward

pipeline is expensive and technically complex, and its delivery will influence the

success of our energy transition.

AEMO currently estimates that Australia’s east-coast transmission grid will

require investment of $65–$85 billion, or at least $8.5 billion per year through

2035 to facilitate the closure of coal-fired generation and reorientation of the

NEM. AEMO’s Integrated SystemPlan (ISP) nominates 26 projects required to

augment the NEM, but only seven have been contracted.24 It is not too late to

get the settings right to contain the costs of the coming transmission build.

24
SeeAppendixAformoredetail onproject taxonomy. (AustralianEnergyMarketOperator, 2025b)

Figure 9: A large expansion of the grid is underway

Selectedmajor east-coast transmission projects

Note: Mapping is illustrative and does not reflect exact route. All data is presented in real 2025 dollars. See

Appendix A for detail on themethodology. Augmentations/new capacity connect new generation and

storage to the grid. Interconnectors are cross-jurisdictional links that connect the NEM together. TNSPs also

conduct ongoing investment in transmission networks tomaintain reliability or replace ageing assets, which

are not captured here.

Source: Australian Energy Regulator (2025d); PricewaterhouseCoopers (2025); Transgrid (2025); Australian

Energy Regulator (2024b); Australian Energy Regulator (2026b); Energy Corporation of New SouthWales

(2025b); Australian EnergyMarket Operator (2025b)
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Figure 10: Australia’s National Electricity Market: an explainer

Note: Policy Institute Australia has used the estimated number of households in the NEM jurisdictions tomeasure residential electricity consumers. Generation capacity excludes 25 GWof rooftop solar.

Source: Australian Energy Regulator (2025e); Australian Energy Regulator (2025a); Australian EnergyMarket Operator (2025f); Australian Energy Regulator (2026a); Australian EnergyMarket Operator (2026a)
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4.1 A changing National Electricity Market

Australia has a unique electricity system. It is centred on a transmission grid

that runs continuously from northern Queensland to Tasmania, servicing all of

Australia exceptWesternAustralia and theNorthern Territory. Few jurisdictions

outside Australia feature a grid of this size and scale.

This grid— known as the National Electricity Market (or NEM)25— is the focus

of this paper (Figure 10).26 The NEM is a physical system of 40,000 km of

transmission lines that send electricity to more than 10 million households

across the east coast, South Australia and Tasmania. The physical NEMenables

electricity to be traded in a wholesalemarket, which is also referred to as the

NEM. And a transformation of the NEM is underway.

Upuntil thiscentury, coalfiredgeneratorsproduced80%of theNEM’selectricity.

But Australia’s fleet of coal-fired generators, most of whichwere commissioned

in the 1960s or 1970s, is getting old.27 Several coal-fired power stations have

recently been decommissioned, andmost are nearing end-of-life. The rest of

Australia’s coal-fired power stations are expected to close over the next two

decades (Figure 11). Ageingcoalplantsare increasinglycostly to run, and require

high levels ofmaintenance to keep them running.28

25
TheNEMwas a 1990s reform that gave retailers access to lowest-price power, 24 hours a day,

across the eastern seaboard. This coincided with the privatisation of parts of the generation,

transmission and distribution network. In Victoria the entire electricity system is privately owned,

but other states saw limited or no privatisation.
26
This paper does not consider the arrangements inWA’s SouthWest Interconnected System.

27
Climate Council (2025)

28
Australian Energy Regulator (2025e)

Figure 11: Closure of Australia’s east-coast coal-fired power

stations

Coal-fired power stations, anticipated closure dates andmaximum capacity

Coal-fired power station closure dates as ofMarch 2026.

Source: Australian EnergyMarket Operator (2025d); OpenInfraMap (2025)
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Some states have offered subsidies for plants to remain open, but these can

run to hundreds ofmillions of dollars per plant per year. The NSWGovernment

offered up to $450million over two years for Eraring Power Station to stay open

from 2025 to 2027.29 Its owner Origin Energy announced in January 2026 that

it would extend its operations until April 2029.30

Governments at the state and Commonwealth level and from both sides of

politics have introducedpolicies to support the energy transition. TheAlbanese

Government has a publicly stated goal to have an 82% renewables grid by 2030

and to achieve net zero emissions by 2050.31 They have also committed to

reducing emissions to 62–70% below 2005 levels by 2035.32 Among the states,

Victoria has a goal to reach net-zero greenhouse gas emissions by 2045, while

NSWandQueensland are aiming for 2050.33

Given that Australia’s energy system is our highest source of carbon emissions,

efforts to replace coal-fired generation began well ahead of the adoption of

emission reduction targets, but have since accelerated (Figure 12). Renewable

generation now produces just over half of all output in the NEM, having

overtaken the combined share of black and brown coal (46% of generation)

and gas (3%) in 2025.34

29
The Australia Institute (2025)

30
ABCNews (2026)

31
Australian Labor Party (2025)

32
Department of Climate Change, Energy, the Environment andWater (2025b)

33
Department of Energy, Environment and Climate Action (2025); NSW Government (2025);

Queensland Treasury (2025)
34
This was for Q4, 2025. (Australian EnergyMarket Operator, 2026b)

Figure 12: Renewables are 50% of NEM generation

Share of electricity output, MWh, NEM

Note: 2001 represents full calendar year of output. 2025 represents Q4 2025, the latest quarter of data

available.

Source: Environment Victoria (2011), Australian EnergyMarket Operator (2026b)
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But the transition to a renewables-based energy system is a challenging task

for the NEMgrid due to:

• Location of generation—The grid was constructed to take power from

a small number of large coal-fired generators and transmit it across

Australia’s east coast. Renewable generation has amuchmore dispersed

footprint, and is most effective if located where the sun shines and the

wind blows. New locations require network augmentation or introduction

of new lines to extend the grid and relieve congestion.

• Reliability of supply and grid stability—The intermittency of renewables,

which are weather dependent, can risk instability in the grid. Theymust

be ’firmed’ by other assets that can provide energy on call when energy

demand cannot bemet by renewable generation. Firming assets include

grid-scale batteries, pumped hydro and gas peaking plants; thesemust

be connected to the grid in the right locations — for example suitable

pumped-hydro locations inparticular areoftena longway fromgeneration

assets or users—meaning additional transmission capacity is needed.35

• Meeting increased demand—The electricity system is facing increased

demand — from a growing population, increased electricity use (for

example through the shift to electric vehicles), and rising energy demand

due to the energy-intensive needs of artificial intelligence and relateddata

centres (Figure 13).

35
The future location of firming assets remains uncertain. The 2017 Finkel Review noted that work

was needed to secure the NEM and ensure a reliable electricity supply (Finkel AO, 2017). Since

then, the rate of incidents in the NEMhas accelerated and AEMOhas had to intervene in some

instances to suspend themarket.

Figure 13: Demand for electricity is rising

Projected change in electricity usage, total and per capita, 2026 to 2040, under

different AEMO ISP Scenarios

Note: Electricity consumption reflects operational (sent out) annual projections in the NEMpublished by

AEMO for different growth scenarios. Policy Institute Australia has analysed this data, as well as population

projections published by the ABS, to estimate per capita changes. The three scenarios are from the Draft

2026 ISP. Under Step Change, Australia achieves the objectives of government policy to transition the

energy system, with the economy growing at historical rates. UnderAccelerated Transition, there is

additional upside of a faster growing population, due tomigration, and a faster growing economy, alongside

other drivers of decarbonisation including increased electrification. Under Slower Growth, economic growth

is slower and amaterial proportion of the business sector closes.

Source: Australian Bureau of Statistics (2023); Australian EnergyMarket Operator (2025c); Australian

EnergyMarket Operator (2025a)
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In an effort to concentrate renewable generation to support the needs of the

grid, all NEM states are developing ’Renewable Energy Zones’ (or REZs).36 The

latest AEMO report outlines 44 current or candidate REZs across the NEM.37

New transmission capacity is needed to bring power from these REZs to users.

4.2 Transmission is a large part of the energy

megaproject pipeline

A total of $85 billion in contracted work is underway for energy works across

Australia — spanning transmission, generation (wind and solar) and large-scale

storage including batteries and pumped hydro (including Snowy 2.0).38 This

includes seven transmission projects with a contracted value of $33 billion that

are ’committed’ or ’anticipated’ by AEMO (i.e. considerably progressed).39

AEMO has projected that by 2050 the NEMwill require around 6,000 km of

new transmission lines, adding approximately 15% to the current grid.40 In

addition to these seven committed or anticipated projects, AEMO identifies a

further 19 new transmission projects to produce this capacity (See Table 2 in

Appendix A).41 The total value of 26 transmission projects in AEMO’s forward

pipeline is estimated at $65–$85 billion. Adding this to the NEM’s regulatory

asset base (RAB) will more than triple its current value of $28 billion (for

36
Australian EnergyMarket Operator (2025a).

37
Australian EnergyMarket Operator (2025a)

38
Infrastructure Partnerships Australia (2025a)

39
See Table 2 for a detailed list of projects and Appendix B formethodology.

40
See Appendix A formore detail.

41
These are the major projects listed in AEMO’s 2026 ISP.(Australian Energy Market Operator,

2025b)

transmission), increasing it to $93–$113 billion. The relatively low current value

of the NEM’s RAB reflects its age, as most of the grid was built more than 50

years ago and in financial terms has been largely depreciated (Figure 14).

Figure 14: The value of transmission is set to more than triple

Estimated value of RAB, transmission, $ billion, constant 2025 $

Note: Historical RAB points for Transgrid (2004), Energy Australia (2004), Powerlink (2007) and AusNet

(2003) are adjusted to constant $2025 dollars. This reflects Policy Institute Australia analysis of the potential

value of the RAB, once current projects are completed. This analysis does not consider the impact of

concessionary finance or government grants. See Appendix A formore detail on themethodology.

Source: Australian Energy Regulator (2007); Australian Energy Regulator (2025e)

Without intervention, further cost escalation beyond $113 billion is not just

21



Energy megaprojects have just begun

possible, but likely.

As an example, Marinus Link, a new transmission cable being built between

Victoria and Tasmania, recently had its RAB and regulated revenues approved

by the Australian Energy Regulator (AER). The regulatory asset value has been

set at close to $4.3 billion ($2025) at the time it is expected to enter service in

2030, with Victoria set to bear 72.4% of the regulated revenues.42 Thismakes

this single cable worth about 10%more, in real terms, than the current value of

the entire existing transmission system in Victoria.43

Looking at AEMO’s list of committed and future projects, the gap in cost

between current and future projects is large. The average total cost of the

first seven projects underway to date is $4.8 billion. The 19 future projects on

AEMO’s list that include a cost estimate but have not yet gone tomarket have

an average value of $1.8 billion. As projects get closer, the cost of projects in the

pipeline appears very likely to rise.

Current timelines are unlikely to bemet. Infrastructure Partnerships Australia’s

data shows that energy pipeline delivery— including generation projects, and

projects that have not yet reached financial close — is expected to peak in

2027-28,with investment of close to$35billion aquarter (Figure 15).44 However,

Infrastructure Partnerships Australia notes that it is highly unlikely that the

forecast as presentedwill eventuate. Projects are likely to be delayed further,

42
This has been adjusted into constant, $2025 dollars, for comparability. See Appendix A formore

detail.
43
Australian Energy Regulator (2024a); AusNet (2025)

44
This projection is based off estimates provided by project proponents on expected delivery

timelines andmodelling using data onwhere a project is in its planning pathway.

as capacity constraints bite, or projects hit hurdles accessing land, procuring

cables or transformers, or with regulation.

With the peak of the pipeline unlikely to hit for severalmore years, and plenty of

cost escalation risk ahead, we still have time to drive cost efficiencies through a

better approach.

Figure 15: Energy dominates the major infrastructure pipeline

Modelled infrastructure pipeline, quarterly, by sector

Note: Other sectors include water and sewerage, social and other projects.

Source: Infrastructure Partnerships Australia (2025a)
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4.3 Cost estimates for transmission are rising at an

alarming rate

The transmission roll-out has only just commenced, but is already experiencing

serious delay and cost escalation. Most transmission projects have been

delayed by an average of around two years.45 Some of these projects —

includingQNIConnect,VNIWestandWesternRenewablesLink—areexpected

to finish construction five years after initially planned. (Figure 16)

Costs are rising quickly. Policy Institute Australia analysis of successive ISP

documents shows that, in many cases, current estimates for project capital

costs are two or three times larger than the upper bound of estimates that were

provided in the 2020 ISP.46 The total expected cost of transmission investment

has nearly tripled, in real terms, from $30 billion to $65–$85 billion.47 Costs are

highly likely to escalate further, asmany identified transmission projects are yet

to be fully scoped and have a largemargin of error around their cost estimates.

There are several factors driving rapid upward revisions of cost estimates.

First, the novelty of developing large-scale, greenfield transmission projects in

Australiameans that there was limited real-world data onwhich to base initial

estimates. This hasmade forecasting a difficult task.

Second, costs and delays related to establishing easements, access to sites and

45
Clean Energy Investor Group (2025)

46
Policy InstituteAustralia analysis of latest publishedcost estimates formajor projects. (Australian

EnergyMarket Operator, 2020)
47
This compares initial project cost estimates to the latest cost estimates. Refer to Appendix A for

more detail.

community acceptance (sometimes grouped together as ’social license’), were

greatly underestimated.48 This is discussed in Chapter 5.

Finally, efforts to accelerate the energy transition globally have driven up prices

for transmission equipment. Between the 2024 and 2026 ISP, AEMOflagged

that the cost estimates for transmission network projects increased by up to

100%.49

Delays don’t just increase construction costs; they can affect the connection of

generation assets, which in turn affects electricity prices. Modellingundertaken

by Infrastructure Victoria warns that the exit of reliable generation without

timely replacementmay create significant demand-supply imbalances, which

would translate intomaterial price increases for consumers.50 In short, prices

spike when not enough energy is generated tomeet demand. When coal-fired

Hazelwood power station in Victoria was unexpectedly closed inMarch 2017,

wholesale spot prices in Victoria jumped by 85% comparedwith 2016.51

48
Australian EnergyMarket Commission (2022)

49
The IEA estimates that more than 80 million kilometres of power lines are needed, globally,

by 2040 to ’meet national climate targets and support energy security’(International Energy

Agency, 2023)
50
Infrastructure Victoria (2024)

51
Australian Energy Regulator (2018)
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Figure 16: The transmission roll-out has suffered cost overruns and significant delays

Select transmission projects, cost estimates and estimated completion date changes

Note: See Appendix A for a detailed table of project cost estimates and their reference years.

Source: Australian EnergyMarket Operator (2020); Australian EnergyMarket Operator (2022); Australian EnergyMarket Operator (2024a); Australian EnergyMarket Operator (2025b)
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4.4 Consumers bear the cost of grid investment

Thehugeandgrowingcostofplannedtransmission investmentwill passdirectly

through to consumers.

Rising electricity bills are already a pain point for Australian households, having

risenmuch faster than CPI over the past 10 years (Figure 17). The causes are

debated and have varied, but are broadly attributable to the price of gas, the

ageing of the coal-fired power station fleet, and new investment.52

Unlike in the transport sectorwherecosts arediffusedacross taxpayers through

government balance sheets, in the energy sector consumers pay for any

new infrastructure investment, including upgrades andmaintenance for the

electricity grid.

Transmission and distribution network charges are regulated by the AER on

a state-by-state basis, and are intended to cover the costs of investing in,

building, maintaining and operating the networks, allowing for a reasonable

profit. They reflect the value of the transmission and distribution networks in

each jurisdiction, a return on invested capital known as the weighted average

cost of capital (WACC), as well as operating expenses.

Within a typical household electricity bill of just over $2,100 per year, about 40%

of the cost— around $800— is paid to transmission and distribution network

service providers (Figure 18). Of the total bill, transmission has traditionally

contributed only 9%, or about $200 per year, but this has been during a

52
Climate Council (2026); Grattan Institute (2014)

periodwhere the established gridmainly requiredmaintenancework andminor

augmentations, rather than large expansions.

Much of the impact of the transmission buildout has yet to flow through to

household electricity bills.

Figure 17: Electricity price rises have exceeded inflation

CPI, headline and electricity, Australia, index to 100 in September 1980.

Note: Electricity rebates, such as those provided in the Energy Bill Relief Fund program, affect the CPI

results by reducing the electricity CPI index, which creates some of the variation in themost recent years.

Source: Australian Bureau of Statistics (2025c)
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Box 1: Estimating the potential impact of transmissionmegaprojects on household electricity bills

Policy Institute Australia has estimated how the $65–$85 billion in forecast

capital expenditure would flow through to electricity bills for consumers

using two different conceptual approaches.

Thefirst approach is a top-downestimatedannual cost per household, using

the return on capital and depreciation a TNSPmay be expected to earn from

the increase in its RAB, scaled for the number of households in each state.

Applying that rate to the incremental asset base gives an estimate of the

additional network revenue to be recovered in 2035— around $2.0 billion

in NSW, $1.6 billion in Queensland and $1.1 billion in Victoria. Dividing that

revenue across the estimated number of households in each state provides

an indicative per-household impact.

The second approach is a bottom-up estimate using the transmission

componentof existing retail electricitybills, basedonpublicly available2024-

25 default market offers for residential customers without controlled load

in Queensland and New SouthWales, from Energex, Ausgrid, Endeavour

Energy, and Essential Energy. The estimate for a ’typical residential

customer’ included an estimated $200 transmission cost (as part of the

network cost) for a consumer on a default market offer of just over $2,100

per year. Or, alternatively, transmission costs represented around 9%of total

costs for a residential customer.

Based on these default offers, we estimated the impact of transmission

capital expenditure on the network charge of an electricity bill, by scaling

theexpected increase in theRAB ineachstate. Asan illustration, if the typical

transmission component of a bill is $200, and the value of the RAB triples,

the assumed transmission component of a bill wouldmove from $200 to

$600 and increase the total cost of an electricity bill by 19%.

These two approaches yielded similar results of an increase of around $600

per annum to an ’average’ household bill.

While regulatory decisions on increases to the value of the RAB are public

and transparent, the ways in which these are passed through to consumers

ismore difficult to ascertain. The treatment of network charges, including

transmission, varies by retailer across the NEM states. As such the default

offers we found are representative, but wide variations across households

are probable.

All cost estimates are limited to the impact of the network charge

component of the bill only. The estimates are a gross impact. They do not

include second order effects such as changes to the generation mix that

may decrease other components, such as wholesale electricity costs. The

intent of the analysis is to show the scale of the transmission infrastructure

projects underway for a ’typical’ Australian household and small business.

26



Energy megaprojects have just begun

Ascapital costsgrowandare recoupedthroughgrowthofTNSPs’approvedRAB,

consumers will paymore for transmission. Policy Institute Australia estimates

that the $65 billion to $85 billion in forecast capital expenditure could cost an

east-coast Australian household an extra $600 each year, on average, once

these projects enter the RAB and are recouped from consumers. This is equal

to about a 25% increase in household electricity bills.53

Policy Institute Australia estimates that a typical small business would also see

an increase in their energybills of about 25%. For a small businesswithanannual

consumption of up to 100,000 kWh per year, this would add around $10,000 in

annual electricity costs.54

The pass through of rising network costs on household electricity bills is a topic

of debate in other jurisdictions as well. At an Energy Security and Net Zero

Committee hearing in the UK in 2025, the CEO of a large UK energy retailer

noted that55:

If I look at the non-commodity costs — policy costs and network costs —

certainly some of themodelling that we have suggests that you could get to

a position by 2030where, if the wholesale price was zero, bills would still be

the sameas they are todaybecauseof the increase in thosenon-commodity

costs.

53
Seemethodology in Appendix A formore detail.

54
Seemethodology in Appendix A formore detail.

55
House of Commons (2025)

Figure 18: Transmission costs are historically a low share of

residential electricity bills

Components of a residential electricity bill, 2024-25, default market offer

Note: Calculated off an average of default market offers from four providers in NSWandQueensland.

Segmentation between transmission and distribution was not provided, and has been estimated using a

ratio of the size of the RAB for distribution and transmission. Retail costs include retail margin.

Environmental costs are due to the Large-scale Renewable Energy Target (LRET) and Small-scale

Renewable Energy Scheme (SRES). See Appendix A formore details.

Source: Policy Institute Australia analysis of Australian Energy Regulator (2025e)

Networkcostprojections in theAustralianEnergyMarketCommission’s (AEMC)

recent Residential Electricity Price Trends 2025 report are stable over the next

10 years. However, the AEMC also noted that a delayed transmission build is a
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major risk. TheAEMCestimates that a delay of theMarinus Link, VNIWest, New

England REZ, Gladstone andCopperString projects by 12months alongside a

30%increase inassociatednetworkcostsmay, alongsidedelays towindprojects,

lead to up to a 20% increase in annual household electricity costs.56

Finally, there is a distributional concern as to which consumers will bear any

increase in network charges. Network charges are typically passed through to

consumers in proportion to the electricity they use, so that higher users pay

more. Higher income households that usemore electricity would tend to pay

a higher network charge in dollar terms. However, as a share of income, lower

income households will feel these increases more keenly (Figure 19). For a

low incomeNSWhousehold in the bottom 20% of the income distribution, a

20% increase in the electricity bill is equivalent to a 1.3% wage cut. Similarly,

households that are less able to reduce their relianceon thegriduseby installing

solar panels and household batteries will pay a higher share of the transmission

build— though both households rely on the grid.

The AEMC is currently exploring electricity pricing, including network tariffs,

under a self-initiated review that released a draft report in December 2025.57

TheAEMCnoted that “network tariffs do not allocate shared costs fairly among

electricity consumers”, where “customers that benefit themost from their use

of the network pay the least for it.”

56
Australian EnergyMarket Commission (2025b)

57
Australian EnergyMarket Commission (2025a)

Figure 19: Electricity bill increases are disproportionately borne

by lower income households

Estimated impact from a 20% residential electricity bill rise, NSW, by household

income, LHS = $ impact, RHS =% of household income

Note: This analysis estimates the annual household electricity costs for a NSWhousehold. This usesmean,

gross household income data by quintile, including lowest income (lowest quintile), middle income (third

quintile) and highest income (highest quintile). Survey data provides consumption estimates in kWh.

Source: Policy Institute Australia analysis based on The Australia Institute (2018); Australian Bureau of

Statistics (2022); Australian EnergyMarket Commission (2025b)

The AEMC’s draft report recommended that network tariff design focus on

efficiency, and that networks design tariffs for energy service providers rather

than directly for consumers. The view from industry observers in response

28



Energy megaprojects have just begun

to these recommendations were that they would “default towards a network

pricing end-state dominated by fixed charges, without apparent justification or

clear assessment of consumer impacts”.58

4.5 Funding is becoming more opaque

As costs have risen withmajor transmission projects, governments have begun

subsidising the cost of the transmission build. This has often occurred in ad hoc

and fairly opaqueways, particularly when comparedwith themore traditional

and well-knownmechanisms used to fund transport infrastructure at both the

state and Commonwealth level. Government funding reduces the direct flow

through of costs to consumers by reducing the investment required by TNSPs

into the project, and therefore the value of the RAB. (Box 2).

The following three sections of this paper put forward recommendations to

reduce the cost of the transmission build, for the benefit of consumers and

taxpayers alike.

58
Nexa Advisory (2026)

Box 2: Defraying transmission costs to consumers

Direct capital grants for infrastructure investment — such as the

construction costs for new transmission lines — can reduce cost

pass through to energy consumers. An example of this is the

Queensland Government providing $2.4 billion for the CopperString

energy infrastructure project.a This can reduce the private capital

expenditure thatmust be repaid by consumers.b

Concessional finance— i.e. debt provided at below-market rates— can

reduce the cost of capital for energy infrastructure projects, so that

investors earn a lower return topay for their investment, directly reducing

the amount charged on bills. It has been reported that the $3.8 billion in

concessional finance provided for theMarinus Link transmission project

connecting Tasmania and Victoria is estimated to save customers $900

million over the first five years of the project’s life.c

Subsidies for retail energybillscandirectly reducetheamountconsumers

pay on their bills, defraying costs of any energy investment. An example

of this is the Energy Bill Relief Fund, which, under the 2024-25 program,

provided up to $300 of energy bill relief for households and $325 for

small businesses.d

a
Queensland Treasury (2026)

b
Capital contributions are not included in the RAB and are not used to calculate returns in

the regulatory framework. Australian Energy Regulator (2020)
c
ABCNews (2025b)

d
Department of Climate Change, Energy, the Environment andWater (2025a)
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5 Good projects come from good

planning

5.1 Poor planning, often politically driven, leads to higher

costs

Australia’s transport boom has reinforced the importance of robust upfront

planning inmegaprojects, a lesson thatmust be applied to transmission.

The transport boom surfaced multiple examples of massive cost overruns

resulting from poor planning. The opportunity to shape the vision of a

nation is compelling for politicians and their constituents, but election-related

commitments often lack sufficient scoping, robust business cases and

bottom-up costings.

Major projects guru Bent Flyvbjerg, in his bookHowBig ThingsGet Done, notes

that weak front-end planning is amajor reason behind cost blowouts onmajor

projects. Heargues thatprojectsneedto “thinkslow, act fast” tobesuccessful.59

’Scope creep’ —where a project’s original scope is expanded— ismore likely

when planning time is squeezed. Scope creep may aim to provide better

amenity for local communities, or improve environmental outcomes. But this

also adds to costs, andwhen added in late, addsmore to costs than if scoped

earlier.

59
Bent Flyvbjerg andDanGardner (2023)

Poor planning andweak or insufficient early scoping can lead to initial costings

that are artificially low. When costs inevitably rise, there is a perception of a cost

blowout when in reality the budget envelope providedwas always going to be

insufficient for the scope.

This has real consequences. Cost overruns onmajor projects this century have

cost Australians an average of $1.7 billion a year, with overruns between 2001

and 2020 estimated to total $34 billion, or 21%more than initially planned.60

Victoria’s Suburban Rail Loop is perhaps themost often cited example of poor

upfront planning (Box 3), but is certainly not the only one. Other projects – such

as the SydneyMetro, or Cross River Rail in Brisbane— have also had significant

cost overruns.

One of the lessons of the transport boom is the criticality of the processes that

encourage the discipline to “think slow, act fast” in infrastructure delivery.

Specifically, cost containment will usually benefit from separating the activity

of creating a ’business case’61 for a project (outlining in broad termswhat the

project is and the justification for it) andan ’investmentcase’62 (whichdetails the

project scope, design and cost). This separation allows politicians to retain the

remit to develop visionary infrastructure plans and announce projects on their

schedule, but reserves time for proper project planning to take place, including

consideration of alternative solutions, undertaking due diligence to understand

the likely costs, timelines and risks; and settling the project scope.

60
Grattan Institute (2020)

61
Sometimes called an ’initial business case’

62
Sometimes called a ’final business case’
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Box 3: Suburban Rail Loop — not looping in the public service

The Suburban Rail Loop (SRL) was announced as a $50 billion,

90-kilometre orbital railway line acrossMelbourne.

Initial planning for theprojectwaspoor. TheVictorianOmbudsmannoted

that it was “at odds with core aspects of theWestminster tradition” and

kept “completely secret from people in the [Victorian Public Service]

and broader public sector normally responsible for advising uponmajor

transport infrastructure projects.”a As an example, the head of the

transport department was left out of planning.b

Since announcement, the expected project cost has increased. The

Victorian PBO estimates that just the East and North components of the

SRLwill cost approximately $96.4 billion to build.c

Infrastructure Australia’s Stage 3 evaluation in early 2025 recommended

that the Commonwealth defer funding to Victoria until further informa-

tion was provided, including cost benefit analysis.d TheCommonwealth

Government indicated inDecember2025 that the2026/27Budgetwould

commit additional funds to the project.e The project remains without an

updated publicly available business case.

a
Victorian Ombudsman (2023)

b
Victorian Ombudsman (2023)

c
Parliamentary Budget Office (2024)

d
Infrastructure Australia (2025e)

e
ABCNews (2025c)

5.2 Planning in transport and transmission — same, and

different

Transport and transmission projects have some common planning challenges.

Both involve linear infrastructure, typically crossing private properties and

multiple communities. Long-term planning in this context greatly assists with

managing costs around establishing corridors, acquiring land, negotiating

easements, and engaging constructively with local communities.

Inboth transportandenergy, networks indifferent statesandterritoriesconnect

with each other, andmust work together. Road and rail networks cross state

borders, and it is crucial that road and rail networks on either side of a border

align.63 In the energy grid, this interconnectedness is evenmore complex from

a technical perspective. Coordination across the NEM is thus crucial.

Another important difference is the distribution of benefits. Urban transport

projects are typically geographically concentrated and deliver visible local

benefits, which can build political and community support.

By contrast, transmission lines built to accommodate new renewable power

generation often run through regional areas, where the scale of the new build

is significant and perceived local benefit is limited. Community acceptance,

or lack thereof, has proven more contentious and more time-consuming in

transmission than the experience seen inmost recent transport projects.

63
The story of mismatched rail gauges in Australia demonstrated this point. (Inflection Points,

2025)
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The drivers of cost overruns can differ. In transport, overruns have often been

associated with construction complexity— particularly tunnelling, brownfield

interfaces and scope changes. This can be compounded by premature

or politicised project announcements and immature business cases. In

transmission, the construction challenge is generally less complex, but early

cost estimates have frequently understated the costs associated with land

acquisition, route changes, environmental mitigation and the practical realities

of building at pace acrossmultiple jurisdictions.

In both cases, pressure created by policy-driven timelines to commence and

complete projects runs the risk of cost overruns when projects are progressed

before planning risks— such as scoping, site selection and land acquisition—

have been fully resolved.

Finally, transmission assets are owned by separate, standalone entities - private

andpublic - across all NEMstates. In transport, planning isdone indepartments,

and governments are the clear asset owners with notable exception of a few

toll roads. Governments take quite a different approach to strategic planning in

transport as asset owners than in transmission.

The history of rushed or poorly scoped projects is rife in transport, and the risk

of a repeated experience appears to be rising in transmission. Snowy Hydro

2.0 (a storage project with significant transmission implications) saw a rushed

announcementprocessakin to sometransportprojects (Box4). Somehavealso

criticised theMarinus Link transmission interconnector being built between

Tasmania and Victoria as having been driven by political considerations.64

64
Australian Financial Review (2022)

Box 4: Snowy Hydro 2.0 — a rushed announcement

The Snowy Hydro 2.0 project was announced in 2017 as a $2 billion

pumped-hydro and large-scale storage project. The project was

announced before a robust business case had been undertaken and

less than two weeks after Snowy Hydro put the proposal to the Prime

Minister’s Office.a Since then, the cost of the project has increased, with

a latest 2023 estimate of approximately $12 billion.b

Much of this can be attributed to insufficient front-end planning and

design to properly understand geological and ground condition risks and

to undertake feasibility studies.c

The purpose of the project was to providemore dispatchable storage to

the NEM. There is still debate in the industry about whether it is the

right project, or whether it is potentially crowding out investment in

alternative solutions, such as battery projects.dThere is broad consensus

that it was poorly planned. The project is viewed as featuring impressive

engineering, but with a very expensive result.

a
ABCNews (2017)

b
Australian Financial Review (2025c)

c
Discussion with industry stakeholders.

d
Discussion with industry stakeholders.
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5.3 Current transmission planning is not best practice

Responsibility for transmission planning in the NEM states was historically

undertaken by government. The state-owned, vertically integrated electricity

organisations that originally ran the state-based electricity system were

responsible for upgrading or extending their grid network tomeet the needs of

their part of the grid. Once the grid was completed, new capital expenditure

requirements were relatively low.

Responsibilities have shifted over time, first in response to the break up of

state-owned electricity organisations and privatisation, and then in response

to the creation of the NEM. The evolution has resulted in a set of governance

arrangements that are not well suited to strategic planning of major public

infrastructure investment.

5.3.1 Transmission planning is shared across entities

Transmission lines in the NEM are today owned by amix of public and private

TNSPs (Table 1). The largest TNSPs started out as state-owned organisations.

Reforms in the 1990s saw the assets divested from state-owned organisations

and privatised. In all states, transmission was separated fromgeneration and

retailing of electricity (and from distribution in all states except Tasmania). The

TNSPsbecameregulatedmonopolieswithamixofpublic andprivateownership

in different jurisdictions.

Today, TNSPs in Victoria, New South Wales and South Australia are fully

privatised. Theshareholders aredomestic and foreign investors,whohold these

assets as relatively safe annuities that deliver a steady return through regulated

revenue.65 Other states, including Tasmania and Queensland, have retained

state ownership of transmission assets. Regardless of ownership, electricity

consumers pay TNSPs for their network costs. These costs are related to the

value ascribed to their grid assets (the RAB).

Some new TNSPs are entering the market in some states as REZs are being

developed and new transmission lines are built with new owners. For example,

ACEREZwill be a new TNSP once the Central-West Orana REZ is completed in

New SouthWales.66

As the need to plan, finance and deliver larger transmission projects for the

energy transition developed, issues emergedwith a TNSP-led planning system.

Existing TNSP owners were reluctant to undertake greenfield projects under a

regulated return framework that did not commercially reward riskier projects.

The challenges of the transition have beenwidely recognised, and have led to

piecemeal changes, often varying between jurisdictions.

65
Discussion with industry stakeholders.

66
ACEREZ (2026)
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Table 1: Transmission line ownership is mixed

Entity State Network Ownership

Regulated TNSPs in the NEM

AusNet Vic ∼6,200 km
Private – Controlled by Brookfield

(Canada)

Transgrid
NSW /

ACT
∼13,000 km Private –Owned by a consortium

ACEREZ NSW ∼240 km
Private – ACCIONA, COBRA and

Endeavour Energy

Powerlink Qld ∼14,500 km
Public – Queensland Government

OwnedCorporation

ElectraNet SA ∼6,200 km
Private – State Grid Corp of China;

Australian Utilities Trust

TasNet-

works
Tas ∼3,300 km

Public – Tasmanian Government

State OwnedCorporation

Privately-owned regulated interconnectors

Murraylink SA-Vic ∼180 km
Private – Energy Infrastructure In-

vestments (operated by APAGroup)

Directlink NSW–Qld ∼60 km
Private – Energy Infrastructure In-

vestments (operated by APAGroup)

Basslink Vic–Tas ∼370 km Private – APAGroup

Note: ACEREZwill design, build, finance, operate andmaintain the Central-West Orana Renewable Energy

Zone Transmission Network project.

Source: Australian Energy Regulator (2025e) AusNet (2022); Transgrid (2020); ACEREZ (2026); Powerlink

(2026); TasNetworks (2026); APAGroup (2026b); APAGroup (2026a); APAGroup (2025)

The result is that transmissionplanning is undertakenby apatchworkof entities:

1. AEMO—As themarket operator, AEMOprojects capacity needs for the

NEM. AEMOpublishes its ISP every two years, which outlines the lowest

cost pathway formaintaining reliability and security while alsomeeting

government policy targets.

2. TNSPs — In all states except Victoria, the TNSP holds transmission

planning powers, with varying scope. State-owned Powerlink undertakes

system planning across Queensland, while privately owned Transgrid

undertakes system planning in NSWexcept for in relation to REZs.67

3. State-government entities—Some states have recently created their

own planning entities under state-based legislative frameworks. In New

SouthWales, EnergyCowas taskedwith leading thedeliveryofREZsunder

the NSWGovernment’s Electricity Infrastructure Roadmap.68 In Victoria,

VicGrid published the first Victorian Transmission Plan in 2025, setting

out a long-term plan for transmission investment, including the required

new transmission investments required in the next 15 years to support

REZ development.69

4. Other private sector entities— In some cases, the private sector may

also propose and develop their own transmission lines (typically called

connection assets). This includes heavy industry and data centres.

67
The NSW Transmission Planning Review recommended that Transgrid transfer planning

functions to EnergyCo (NSWEnergy, 2025).
68
Energy Corporation of New SouthWales (2025a); Department of Environment, Land,Water and

Planning Victoria (2021)
69
VicGrid (2025b)

34



Good projects come from good planning

Planning functions in the NEM are thus distributed between an ’independent’

national body (AEMO), public and private asset owners (i.e. TNSPs), and state

entities (VicGrid, EnergyCo).

5.3.2 Strategic transmission planning should not sit with TNSPs as

asset owners

Some TNSPs, including private TNSPs, hold planning responsibilities as

jurisdictional transmission planning bodies. This includes the privately owned

Transgrid (in NSWand the ACT) and ElectraNet (in South Australia), and the

publicly owned Powerlink (in Queensland) and TasNetworks (in Tasmania).

Victoria is the only state to separate planning powers from asset ownership,

with government entityVicGrid recently being empowered to hold theplanning

functions previously held by AEMO (Box 5).

Each jurisdictional transmission planning body produces annual planning

reports which draw upon the ISP to outline specific investment needs and

drivers. This includes details of potential network investments. The planmust

cover the next ten years.

There is inherent misalignment in incentives when existing monopoly asset

owners hold formal planning functions, and where the costs of projects are

passed through to consumers. TNSPs’ regulated return is based on their RAB,

including capital expenditure. Over time, investment in infrastructure increases

the value of the RAB, which increases the revenue that is recovered from

electricity consumers through network charges.

This framework creates a structural incentive for TNSPs to favour higher

capital expenditure. But TNSPs’ regulated return does not reflect the higher

risk involved with large-scale greenfield transmission builds, and is perhaps

insufficient to incentivise this type of investment.

As noted by the AER, ’there is limited precedent for the AER in regulating and

TNSPs in developing projects of this size’.70 Some stakeholders raised concerns

that the natural inclination of TNSPs (including subsidiaries) to prioritise their

commercial interestsmay not serve public interests.

There is also a highdegree of technical asymmetry involved. Fewentities acting

in the interest of electricity consumersoutsideofAEMOand theTNSPspossess

specialist knowledge to independently assess whether a proposed project is

optimally scoped, or potentially under- or over-engineered.

Identifyingmisaligned incentives does not imply improper behaviour on behalf

of TNSPs. TNSPs should be expected to act in their own commercial interests,

and for privately owned TNSPs, those of their shareholders. Checks and

balances do exist. The AER must approve new capital expenditure and

has knocked back requests for higher capital expenditure. For example, for

Transgrid’s 2023–2028 Determination, the AER approved $2.4 billion of capital

expenditure, rather than Transgrid’s proposed $2.6 billion.71

Still, the risk of excessive spend is high. The analogy in transport would be

empowering privately-owned toll road operator Transurban to plan parts of

Melbourne and Sydney’s road network.

70
Australian Energy Regulator (2021)

71
Australian Energy Regulator (2023)
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Box 5: Victoria has separated planning and asset ownership

Transmission planning in Victoria has historically been separate from

asset ownership of the transmission grid. Victoria was the first state

to privatise the electricity industry in the mid 1990s, before the rules

governing the NEMhad been designed.a To overcome the incentive for

privately-owned transmission businesses to over-invest, transmission

planning was structurally separated from transmission asset ownership

and operation.b

Victoria remains the only state to have planning powers completely

separated from asset ownership. VicGrid has recently taken over

this function fromAEMOVictorian Planning, under changes from the

National Electricity (Victoria) Amendment (VicGrid) Act 2024.

VicGrid must publish a Victorian transmission plan that sets out

the optimal set of projects needed, and released the first Victorian

Transmission Plan in 2025 to set out a long-term plan for REZs and

transmission investment, including the required new transmission

investments in the next 15 years to support REZ development.c

a
ACCC (2023)

b
ACCC (2023)

c
VicGrid (2025b)

5.3.3 AEMO’s role as system planner has limitations

AEMOwearsmanyhats in theenergy transition. AEMOhas roles in transmission

planning; grid strength and support; gas market reliability and security; and

market and system advisory and analysis.72 It plays a key role as National

Transmission Planner (Box 6). Its part-owned subsidiary, AusEnergy Services

Limited, provides procurement services including running tenders for the

Capacity Investment Scheme, and acts as the Consumer Trustee under the

NSWEnergy Infrastructure Roadmap, including to run tenders for LTESAs to

incentivise new energy generation, storage and infrastructure.73 Until very

recently, AEMO acted as transmission planner in Victoria. AEMO also created

Transmission Company Victoria to progress the VNIWest project, including to

engagewith local landholders, community and Traditional Owners.74

AEMO’smanydifferent roles, andgovernancestructure, cancreateaperception

of conflicts of interest. AEMO is registered under the Corporations Act 2001 as

amember-based not-for-profit, withmembership split by government (60%,

Commonwealth and states) and industry (40%).75 The industrymembership

includes the TNSPs, electricity retailers, electricity generators, and many

energy-intensive businesses including manufacturers. As such, AEMO as

market operator is amember organisation and not an independent public body.

A 2024 report from the Select Committee on Energy Planning and Regulation

72
Department of Climate Change, Energy, the Environment andWater (2026)

73
AusEnergy Services Limited (2026)

74
The Senate (2024); Transmission Company Victoria (2023)

75
Australian EnergyMarket Operator (2025g)
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in Australia explored the role and function of AEMO (amongmany other items)

in its terms of reference. The inquiry hadmany submissions regarding AEMO’s

role. For example, Erne Energy submitted that “AEMO is a deeply conflicted

organisation” that has “many conflicting roles, well outside the original intent at

the establishment of the NEM”.76

Box 6: AEMO’s role as National Transmission Planner

AEMO’s role as “National Transmission Planner” takes it into a territory

beyondwhat a typical market operator would perform. These functions

as set out in Section 49 of the National Electricity Law include:a

• Prepare, maintain and publish a plan for the development of the

national transmission grid

• Establish and maintain a database of information relevant to

planning the development of the national transmission grid and

tomake the database available to the public

• Keepthenational transmissiongridunder reviewandprovideadvice

on the development of the grid or projects that could affect the grid

• Provide a national strategic perspective for transmission planning

and coordination

• Anyother functions conferred onAEMOunder this Lawor theRules

in its capacity as National Transmission Planner

a
Parliament of South Australia (2025)

76
The Senate (2024)

In February 2026, the Minister for Climate Change and Energy announced

a review into AEMO’s governance. The review’s terms of reference states

an intention to ensure that AEMO’s governance remains fit-for-purpose

for today, and in a future market design.77 The terms of reference

include evaluating AEMO’s legal, membership and corporate structure; the

potential for divestment; integrity and transparency considerations; and other

arrangements.

Thismay help address some of the perceptions of conflict of interest, but it is

not clear if the terms of reference include AEMO’s role and powers as national

transmission planner, and the allocation of responsibilities between the states

and Commonwealth in transmission planning and delivery.

5.4 The ISP should offer real options

Themost comprehensive long-term strategic planning process for the NEM

takes place through AEMO’s ISP, a whole-of-system plan that AEMOupdates

every two years. The ISP was introduced in 2018, in response to the Finkel

Review, and aims to provide an integrated roadmap for the development of the

NEMover a 20-year horizon.78 It has been produced every two years since, with

the latest draft 2026 ISP published in late 2025.

The ISP’s stated objective is to set out the lowest cost path tomeet changes

in the future energy mix. It takes into account forecast electricity demand,

77
Department of Climate Change, Energy, the Environment andWater (2026)

78
Australian EnergyMarket Operator (2018)
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government energy and emissions targets, and other factors.79 As part of the

ISP, AEMOoutlines the Optimal Development Path (ODP), which is the setmix

of generation, storage and network investment required tomeet these goals.

The ISP has a significant impact on transmission network investments.

Across the industry, the ISP has been recognised as an important andmuch

needed document to support the energy transition. Stakeholders consulted

for this paper spoke about both the difficulty, and the importance, of AEMO’s

task. One stakeholder viewed the ISP as a ’fantastic document’ and one that

’Australia needed’. The ISP is developedwithdetailed, andpublicmodelling, and

significant consultation across the industry. The Draft 2026 ISP was developed

over 18monthswith consultation frommore than 1,400 stakeholders and nearly

250written submissions.80

5.4.1 The ISP is not a least-cost roadmap

But the ISP is an often misinterpreted report.81 It is not the lowest-cost

pathway for any future grid, as may be commonly perceived. Rather, it is

the lowest point-in-time cost pathway to meet Commonwealth, state and

territory government policy objectives. Where policy objectives are set with

poor understanding as to cost, the ISP has the effect of baking in political

announcements with insufficient effort to understand their cost implications.

In the words of AEMO’s CEO: 82

79
Australian EnergyMarket Operator (2025b)

80
Australian EnergyMarket Operator (2025b)

81
Discussions with industry stakeholders

82
Australian Financial Review (2025b)

The ISP is not a tool to evaluate government policy. It’s a tool to say what

needs to be delivered in order for that government policy to succeed.

Dr DylanMcConnell, a Senior ResearchAssociate at UNSW, also raised a similar

point regarding the ISP:83

There is this issue of AEMO reflecting government policy and being held

up as an independent source of advice, when in actual fact it may just be

reflecting government decisions. That in itself is not necessarily a bad thing,

except for this sort of accountability and transparency point where it’s held

up as an independent system planner when it is verymuch doing planning

activities for different jurisdictions.

Many stakeholders consulted for this paper described the ISP as a black box

and an increasingly politicised report. Somedescribe the ISP as an ’engineering

desktop analysis task’ that does not subject projects to a robust economic

investment or business case. Others suggested some parties in the ecosystem

have tried to ’game the system’ by introducing policies that would have the

effect of ensuring specific transmission projects would feature in the ISP.

5.4.2 The ISP cannot adequately estimate project costs

A key issue with the ISP is its estimate of costs. These have been consistently

and severely underestimated, in large part because the ISP is designed as a

top-down desktop analysis rather than a bottom-up costing (see Chapter 4). In

this, the ISP ismore akin to an investment case than a business case. Factors

83
The Senate (2024)

38



Good projects come from good planning

that are driving project costs up, such as site-specific factors influencing land

access costs, are difficult to assess adequately in the ISP.

Negotiations with landholders also affect project timing. Site access is

needed to conduct survey work during route identification and environmental

assessments; construction of transmission lines; and ongoing maintenance

oncebuilt. Easementsare required to formallyprovidea ’rightofway’ forexisting

or future lines to be built, much like how existing residential property owners

may have easements on their property for shared driveways or powerlines,

sewerage and other assets.84

A range of parties are involved in site access arrangements. Where TNSPs

are responsible for planning and delivering projects, the responsibility falls to

them. But the inexperienceofTNSPs innegotiatingwith communities todeliver

large greenfield projects has been evident, with stakeholders considering that

the immaturity of TNSPs inmanaging relationships with the community and

landholders having contributed to project delays.

Beingadesktopanalytical exercise, landaccess andacquisition costs havebeen

severely underestimated in successive ISPs.

5.4.3 The Actionable ISP framework affects project selection

A key issuewith AEMO’s planning framework is the link between the ISP and

AEMO’s list of actionable projects. AEMOhas considerable planning powers

through the Actionable ISP Framework, which was introduced for the 2020

84
AusNet (2026)

ISP. This framework enables AEMO to declare network projects as Actionable,

meaning they should progress “as urgently as possible”.85

Declaring a project Actionable triggers the relevant TNSP to undertake a

Regulatory Investment Test for Transmission (RIT-T) — i.e. an economic

assessment— for individual projects.86 The intent of this changewas to give

AEMO the power to decide which projects are needed for the grid.

In theory, AEMO declaring a project Actionable is simply one step toward

a project being undertaken. AEMO is explicit that a project being declared

Actionable does not necessarily imply that the project will go ahead — for

example in their most recent draft ISP, where they flag that QNI Connectmay

not go ahead if consumer benefits do not stack up.87

However in practice, once AEMO declares a project Actionable, it becomes

very likely that it will proceed, even if new information dramatically changes its

estimated costs or benefits. As one example, the 2020 ISP identified VNIWest

as anActionable project to beprogressedurgently by theprivately-ownedNSW

TNSP, Transgrid. In the 2020 ISP, AEMO noted that, for VNI West to deliver

positive netmarket benefits, “project costs have to be below $2.6 billion based

on 2020 ISP assumptions”.88 At the time, the project was expected to cost

approximately $2.4 billion ($2019). The latest draft 2026 ISP indicates that VNI

85
Australian EnergyMarket Operator (2022)

86
The AER notes that the Regulatory Investment Test (RIT) is a cost benefit analysis designed

to identify the credible option that maximises the net economic benefit for an identified

need. Actionable projects that do not undergo the RIT-T are progressed under a jurisdictional

framework.Australian Energy Regulator (2026c); Australian EnergyMarket Operator (2025e)
87
Australian EnergyMarket Operator (2025b)

88
Australian EnergyMarket Operator (2020)
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West is expected to cost $7.6 billion (and could cost as high as $11.4 billion).89

Still, the project is going ahead.

Projects listed on AEMO’s ISP (including Actionable and future projects) have

cost estimates published. Projects that are earlier in the development stage

have large error bands (often up to±50%) with some assumptions based on

the cost of developing the transmission assets (including civil and structural

works, electrical works, design and surveys, etc) and allowances for various

risk factors.90 This is, in effect, an early and high-level estimate of what a

projectmay cost. But the process of a full costing under an investment case can

occurmuch later, whichmay not occur until after a project has effectively been

accepted as required for the NEMbyAEMO. Thismaymean that projects are

given the go-ahead too early, which is a substantial deviation frombest practice

in infrastructure planning and delivery.

AEMO’s decision making process in deciding which projects are Actionable

after close consultation with TNSPs, but before anymore detailed bottom-up

cost estimates are undertaken, leaves open the potential for unexamined and

untested cost escalation. TNSPsmay unduly benefit from that decision and the

network costs that are passed on to consumersmaybehigher than is necessary

to deliver to the NEM’s reliability and security standard.

89
2025 dollars.

90
For example, early stage projects are class 5a or 5b and are developed using a ’buildings block’

approach. This is effectively adesktopengineeringexercise, basedonadatabasepulled together

by GHD. As GHD note, it is not intended to be used for detailed estimation ofmore advanced

projects, which require greater design and project definition. (GHD, 2025a)

5.5 State governments are the proper planning

authorities

Under Australia’s federal system of government, the states hold primary

responsibility for delivering major infrastructure— frommajor roads and rail,

to hospitals, stadiums and desalination plants. This derives from states’

responsibilities for land use and planning in the Constitution.

Transmission has become the exception to the rule, due to the way network

planning in the NEM has evolved over time. But it is now time for states

to be given sufficient levers to exercise the same degree of authority over

transmission investment decisions that they do over all other major public

infrastructure projects in their jurisdictions. This would help ensure the

investmentdecisionsarebeingmade in thepublic interestand for the long-term

benefit of the consumers whowill pay for them.

Thepowers that stateshold for landuseandplanning, aswell as their experience

and expertise, is a powerful argument in favour of greater state involvement in

transmissionplanning. Ithasbeentheexperiencetodate thatpushbackagainst

transmission lines being built are naturally escalated to state governments in

most cases. State governments are also responsible for setting the rules upon

which landholder negotiations take place (Box 7).
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Box 7: Recent changes to landholder policies

States have introduced compensation schemes for landholders. In

Victoria, landholders who host new transmission are paid $200,000

per kilometre of new transmission easement over 25 years.a New

South Wales introduced a Strategic Benefit Payments Scheme to

private landholders who host a permanent easement in their property,

with $200,000 per kilometre over 20 years.bQueensland has a similar

scheme.c

Laws have been changed in Victoria to support compulsory acquisition,

with the National Electricity (Victoria) Amendment (VicGrid Stage

2 Reform) Bill 2025 giving powers for transmission proponents to

compulsorily acquire land for transmission projects, which are broadly

comparable to the Land Acquisition and Compensation Act 1986 for

transport projects.

InNSW, theGoldmate court case has beenoverturned,which, in practice,

maymean higher acquisition costs for infrastructure projects in NSW.d

a
VicGrid (2025a)

b
Energy Corporation of New SouthWales (2025c)

c
Renew Economy (2023)

d
GoldmateProperty is adeveloper thatowns land in the transport corridor for theWestern

Sydney Airport. In 2024, Goldmate lost a court case that allowed the NSWGovernment

to “disregard more valuable zoning”, with, following the court case, some residents

reportedly being offered “just 40% of the property’s potential value”. However, the

Goldmate decision was overturned on appeal. (ABCNews, 2024;Colin Biggers & Paisley,

2024)

The role of the Commonwealth in major projects has historically been as

funder or co-funder, although on some recent projects such as Inland Rail the

Commonwealth has taken the lead. Voters expect that state governments

will deliver infrastructure to meet their needs, and hold state governments

responsible when things gowrong. This clarity is crucial. State governments

have built up substantial experience in deliveringmajor infrastructure projects,

andholdkeyplanningpowers,whichareacrucial enabler ofmajor infrastructure

projects, and allow states to conduct long-term planning to ensure that land

corridors are kept in reserve for futuremajor infrastructure projects.91

91
Department of Planning and Environment NSW (2023)
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5.6 Reform area 1: Clearer, more strategic planning in

transmission

5.6.1 Take AEMO out of the driver’s seat on transmission

investment decisions

Recommendation 1:AEMO should no longer be the National Transmis-

sion Planner, and should no longer have the power to designate projects

as “Actionable”. InsteadAEMO should play a coordinating role as National

Transmission Coordinator, including ensuring NEM system stability and

avoiding unnecessary duplication in transmission infrastructure. AEMO

should also provide advice to the states on the development of any

interconnectors between jurisdictions, to ensure efficient investment

decisions.

AEMOhas an important role to play in Australia’s energy transition as theNEM’s

market operator, and its responsibilities tomaintain secure electricity (and gas)

systems andmanage electricity (and gas)markets.

However, the role of AEMO in transmission planning should be reformed.

AEMO’s technical expertise and coordination function is a vital input to

transmission planning across the NEM, and should bemade through AEMO’s

role being recast as the “National Transmission Coordinator”.

In this role, AEMOwould provide advice to states and territories on transmission

projects, including forecasting and modelling to support business and

investment case development for states for individual projects, aswell as advise

states on the development of any interconnectors between jurisdictions.

5.6.2 States should hold primary responsibility for strategic

transmission planning and decisions on new investment

Recommendation 2: State governments should be responsible for the

strategic planning of all major transmission infrastructure. States should

be responsible for all decisions to proceed with specific transmission

investments, to bemade following detailed business case assessments.

The current allocation of transmission planning, project selection and

ownership has created blurred lines of responsibility. While formal roles

are defined in legislation, in practice there is no single institution or level

of government that has clear responsibility for ensuring that transmission

infrastructure is delivered on time, at least cost, and with appropriate risk

allocation.

To strengthen accountability, state governments should take primary respon-

sibility for the strategic planning and procurement of major transmission

infrastructure within their jurisdictions, including both REZ-related and broader

network augmentations. 92

States shouldbe responsible forproject selection, including todevelopbusiness

cases for each project.

92
This sectiononly refers to states, as thereareno territoriesdeliveringmajor transmissionprojects.
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Under this model, the state would act as the formal “client” for major

transmission developments. This does not imply that state governments would

directly construct or operate the infrastructure. Delivery would continue to

be undertaken by private-sector contractors and specialist operators under

competitive procurement processes. However, a single accountable client

would clarify risk ownership, improve coordination with other infrastructure

programs, and sharpen incentives around cost and schedule performance.

5.6.3 Planning authority should be removed from TNSPs

Recommendation 3:Major transmission planning functions that sit with

a TNSP should be removed and transferred to a state government entity

that is independent of asset ownership.

Planning is a public function and should sit in publicly accountable institutions.

Each state in the NEM should establish (or formalise) a statutory transmission

planning authority, responsible for all strategic planning. This would align with

Victoria’s recent changes to vest VicGrid (a state government entity) with all

strategic transmissionplanningpowers. TheseGridPlanningAuthorities should

be independent of the existing TNSPs, ensuring that planning functions of

government are separated fromasset ownership and removing real or potential

conflicts of interest.

Each state’sGridPlanningAuthority would act as the jurisdictional transmission

planning body for all major expansions of the network in their jurisdiction,

including the new REZ developments. It would also be responsible for

developing long-term strategic transmission plans for each state.

Every iteration of state transmission plans should focus as a priority on the cost

implications for energy consumers (including both generation and network

costs), as well as taxpayers.

The NEMwould continue to exist as an entity and electricity would continue to

flow and be traded between the state grids. AEMOwould continue to have a

role in system planning, but not the primary role.

States’ leading role in transmission planning would include planning for any

future interstate interconnectors, which would be by negotiation between the

two host states, in consultation with AEMO.

Existing TNSPs in each state should retain the ability to work with the

state jurisdictional transmission planning body, and AEMO, to proposeminor

upgrades to the grid.

This changewould build off recent reforms that have occurred in Victoria (and

to a partial extent in NSW), but would require each state to act separately and

implement their own reform. To implement these reforms:

• New South Wales should expand the transmission planning respon-

sibilities of EnergyCo beyond REZs to include transmission planning

responsibilities that currently remain with Transgrid, the TNSP. This aligns

with the recommendations of the recent NSW transmission planning

reviewwhich recommended that this occur by the end of 2027.93

93
NSWEnergy (2025)
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• Queensland and Tasmania should each move transmission planning

powers into a state entity separate from their state-owned TNSP.

• South Australia should create a new, standalone state planning entity and

remove the planning functions fromElectraNet, a private TNSP.

As part of their planning functions, Grid Planning Authorities should be

responsible for undertaking andmaking public investment cases and business

cases for all transmission projects. This transparency is fundamental to

considered and critical public scrutiny of infrastructure projects.

5.6.4 Reposition the ISP, removing the Actionable framework

Recommendation 4:AEMO’s ISP should be repositioned as a technical

projection of alternative future grid pathways to inform state and

Commonwealth decision making. The ISP should incorporate whole

of systemmodelling and not be constrained by government policy but

include multiple scenarios with more flexibility on how scenarios are

selected.

AEMO should continue to publish an ISP, which provides a signal to themarket

on the potential future path of the grid. AEMO should no longer be able to

declare projects as “Actionable’ ormake policy decisions about which projects

should go ahead. This should be left with states and territories, but informed by

AEMO’s technical advice.

Instead, the ISP can be broadened to allow AEMO to publish multiple future

scenarios. This could include:

• A technology-neutral base case that projects future electricity demand

and generation mix without assuming any emissions policies. This

scenariowouldprovideabenchmarkagainstwhichpolicy-drivenpathways

can be assessed.

• A policy-aligned emissions case that reflects current Commonwealth

and state emissions targets and stated coal exit trajectories, allowing

stakeholders to understand the transmission implications of achieving

those objectives.

• A slower coal exit case that models system needs under extended coal

plant operation, testing the sensitivity of transmission requirements to

changes in coal exit timing.

• A delivery-risk case that assumes major transmission projects are

delivered later than currently planned, highlighting the consequences

of sequencing delays and allowing governments to prioritise accordingly.

Presenting these scenarios transparently would enable states and territories to

make informed decisions about which projects to pursue, relative to their own

emissions targetsand individualpolicies. ItwouldclarifyAEMO’s rolebyallowing

it to provide expert technical advice and, to the extent possible, depoliticise the

ISP as a document.
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6 Containing costs through

procurement

A fundamental aim of procurement is to contain costs through competitive

bidding. Major public infrastructure projects across Australia are delivered

through competitive procurement processes that award contracts for work to

private civil construction companies. The procurement seeks to deliver best

value formoney on the project, with criteria including price as well as elements

such as quality, capacity, innovation and ethical delivery.

Value formoney through procurement is critically important in transmission,

given that grids aremonopoly assetswhere thecost of the infrastructurebuild is

directlypassed through toelectricity consumerswhohavenoalternative choice.

Procurement is one of the few opportunities for containing price. Transmission

projects are technically different tomajor transport projects, but procurement

skill sets are similar, and experience in one sector is often relevant for another.

Procurement in major transport projects has evolved over the past two

decades. The mistakes that were made, and lessons learned, are relevant

for the forthcoming transmission build. Neither the private nor the public

sector in Australia have recent experiencewith large greenfield transmission

development. TNSPs have spent several decades undertaking only minor

upgrades and maintenance works. The public sector has very little direct

experience in procurement in the energy sector at all, including in generation

and storage, given the dominant role of the private sector in this space. Aside

from some parts of themining sector, there are very few procurement teams in

Australia with longstanding experience inmajor transmission projects.

As time has gone on, public sector procurement methodologies on major

transport projects have moved toward private sector best practice. The

approach requires a procurement team that has a complete understanding

of the project scope, a sophisticated approach to procuring the construction

services it needs and ideally an ability to activelymanage its delivery pipeline.

6.1 Working with industry

In procuringmajor civil construction works, governments tend to contract with

one of the three civil construction firms in Australia that buildmore than 70% of

projects over $500million nationally. There are reasons for this limited choice

in large contractors, and evolving ways to promote competitive tension.

6.1.1 The megaproject market is dominated by three Tier 1’s

Prior to the transport boom, Australia hadmany large civil contracting firms.

But as the pipeline of major transport projects expanded, particularly from

the 1990s onwards, the civil construction sector consolidated to achieve scale.

Today, the ’big three’ —CPBContractors, John Holland and Acciona— sit atop

the industry, and win the lion’s share of the largest contracts. 94

Scale was needed tomarshal resources to deliver large project including labour,

materials andmachinery, aswell as in contractors’ capacity to carry financial risk

94
Discussion with industry stakeholders.

45



Containing costs through procurement

on their balance sheets. As the track record of cost overruns developed, this

need increased evenmore. Smaller firmswere hesitant to bid for projects that

could threaten their solvency if problems arose.95 And governments became

reluctant to award large contracts to smaller firms that lacked the financial

capacity to absorb cost overruns.96

Over time, state governments became concerned with the limited competition

available and went abroad to attractmultinational contractors into Australia. A

number of foreign firmsenteredAustralia to compete for largegovernment civil

construction projects. However, foreign firms entering Australia have tended to

acquire local firms.

One driver cited for local acquisition by offshore majors was the need to

acquire a local workforce. Given the scale ofmajor projects, a new global firm

seeking to target a $100million project would need around 200–250 people.

97 The need to acquire local knowledge was another factor — on regulation,

procurement processes and union engagement. As one expert stated, ”you

have to deal with the vagaries of working in every state – how they operate,

rules of engagement, skills recognition, etc.“ The complexity of Australia’s

industrial relations landscape combined with a tight jobsmarket contributes to

this perceived need to operate as a local firm.

Today, there are three Tier 1 construction firms in Australia capable of delivering

the largest infrastructureprojects—CPBContractors, JohnHollandandAcciona.

95
Discussion with industry stakeholders.

96
Discussion with industry stakeholders.

97
Discussion with industry stakeholders.

Collectively, the ’Big 3’ are awarded contracts on 72% of projects worth

$500 million to $1 billion, and 68% of those more than $1 billion (Figure 20).

This includes projects that are either self-managed, or in consortium type

arrangements with other civil construction firms.

The very largest projects are often delivered jointly by two of the three Tier

1’s. Victoria’s $26 billion North-East Link involves CPB Contractors and John

Holland, as well asWeBuild (among the largest contractors outside the three

Tier 1’s) and others. Around two-thirds of works packages over $500million are

either held by Tier 1’s only, or by Tier 1’s jointly withmid tier firms.98

Australia’s three Tier 1’s are now all owned by large multinational firms:

Lendlease was acquired by the Spanish giant Acciona;99 John Holland has

since 2015 been a subsidiary of ChinaCommunications ConstructionCompany

(CCCC);100 andCPB contractors is part of CIMIC group, whose parent company

is the German construction giant Hochtief, itself controlled by the Spanish

multinational ACSGroup.101

6.1.2 Does high concentration translate to low competition?

With three firms winning contracts onmore than 70% of projects over $500

million in the civil constructionmarket, market concentration in Australia’s civil

construction industry appears high, particularly for large-scale infrastructure

98
Wedo not distinguish between Tier 2 and Tier 3 contractors, and use the term ’mid tier’ to refer

to both.
99
ACCC (2011); ACCIONA (2020)

100
John Holland (2026)

101
Business News (2022)
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projects. At the surface, the implication is that clients looking to build major

projects— including governments— have few contractors to choose from. The

potential for competition in large civil construction projects appears to be

limited.

But to conclude that there is an absence of competition onmajor projects is

not quite right. Competition to win contracts remains fierce. Profitability in this

part of themarket has been low. Across the broader heavy and civil engineering

sector, profitability —measured by EBITDA as a share of total income— has

hoveredat around5-6%over thepastdecade. This hasbeen lower thanbuilding

construction (around 8%) and the total economy (14̃%)102.

For the Tier 1 firms, reported profitability has also been poor. John Holland’s

latest financial report in 2023 showed an operating profit of 1.8%.103 CIMIC

Group’s latest financial report in 2024 showed an operating profit of around

1.0%.104 AndAcciona’s global 2024 results showed an operating profit of around

2.2% in 2024.105

Rather than being a hallmark of weak competition, or anti-competitive

behaviour, the limited number of Tier 1 contractors in Australia is related to

the overall size of the Australianmarket inmajor projects. With only a handful

of packages over $500million in value coming tomarket every year, themarket

may not be large enough to support manymore large civil contracting firms.

Themuch lower degree of concentration in the civil constructionmarket for

102
Australian Bureau of Statistics (2025a)

103
John Holland (2023)

104
CIMICGroup (2024)

105
ACCIONA (2025)

packages under $500million suggestsmore competition at themid-tier level.

Figure 20: Three Tier 1 firms are involved in most larger contracts

Estimated civil contractor involvement in individual work packages, road and rail, by

package size

Note: The three Tier 1 firms are defined as CPBContractors, John Holland and Acciona.

Source: Infrastructure Partnerships Australia (2025a)
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6.2 Improvements in major project procurement

In the early days of themajor transport project boom, state governments largely

used fixed price contracts and awarded tenders based on lowest fixed price for

delivery to specification. Contractors were contractually obligated to absorb

themajority of delivery risk of the project. The risk transfer to the private sector

was viewed as adding value formoney by incentivising the contractor to deliver

the project with greatest efficiency. 106

But as the boomprogressed, problemswith fixed price contracts emerged. In

many cases, projects carried risks that were too large for civil contractors to

absorb, inappropriately allocated or poorly understood. Latent project risks that

were not well articulated through the procurement process or final contracts

were later realised, leading to contested contractual obligations and costs.

The small number of civil contractors in the market came to be seen as

introducing risk. In 2025, the NSWGovernment announced a partnership with

the ACCC to stamp out illegal bid rigging including in relation to infrastructure

procurement.107 In early 2026, the ACCC announced it would be using AI to

detect bid rigging on tenders for the Brisbane 2032 Olympics.108 Whether

the effort will uncover collusion remains to be seen, but collusion is just one of

several behaviours that can push up costs in construction procurement.

The limited number of large civil contractors shifts incentives for howprocuring

clients engage with contractors, and how contractors themselves perform

106
Discussions with industry stakeholders.

107
NSWTreasury (2025)

108
Australian Financial Review (2026)

work. Dependency on a small group of Tier 1 firms allows greater scope for

Tier 1 contractors to seek claims and variations throughout contract delivery,

squeezing extra revenue out of government clients (and taxpayers).109

ThedominanceofTier 1 contractorsandgrowth inproject sizealso increases the

risk that the failure of one project could lead to financial distress for a contractor

and strand multiple major projects. This ’too big to fail’ risk compounds the

significant power Tier 1 firms hold in negotiations over contract variations with

their government clients.

With the three largest contractors controlling such a large part of the

infrastructure pipeline, a sense of fragility remains. As one industry expert

stated, ”If we hadmore Tier 1s or bigger Tier 2s in the industry, yes there would

bemore competition but there would also bemore stability.“

Over time, procurement approaches have evolved toward practices found in

the private sector to better contain risks and costs through fit-for-purpose

procurement methodologies and contract management. Approaches have

becomemorebespoke, and thematurity of public sectorprocurement agencies

as sophisticated buyers has improved. These changes are relevant to the

forthcoming energymajor project boom.

109
Discussion with industry stakeholders.
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Box 8: Liontown Resources case study

Liontown is a WA-based resources company that owns and operates

Australia’s first underground lithium mine. Policy Institute Australia

sought Liontown’s perspective on major project delivery, as complex

mining projects sharemany attributes withmajor public infrastructure

projects, including in the electricity sector.

Liontown places great weight on front-end discipline for scoping,

recognising that poor engineering decisions and insufficient scoping

early in a project have downstream impacts that are costly to rectify

once construction is underway. The operational theory is that a project

can be delivered to two of three criteria: speed, expense and quality.

If the objective is lowest possible cost at highest possible quality,

timelinesmust allow for sufficient scoping andplanning both prior to and

throughout project delivery.

Project scoping and planning will typically have around six discrete

phases: scoping, pre-feasibility, feasibility, definitive feasibility, final

investment decision and commencement. Complex projects will often

include an additional ’Front End Engineering and Design (FEED)’ phase,

which can take 2–6months. Where a ’front end engineering and design’

phase is included, it allows the project team the ability to progress critical

design and enabling works in parallel with building the business case to

avoid down timewhen a final investment decision ismade.

6.2.1 Maximise competition through fit-for-purpose procurement

methodologies

Today, governmentprocurement teamshaveaplethoraofprocurementoptions,

with a better understanding of how to design a bespoke approach to suit the

unique parameters of a specific project.

There aremanyways of categorising thedifferent types of procurementmodels

that are now in use.110 One example framework developed by the Victorian

Government outlines:111

• Lump summodels include construct, or variations of design and construct.

Common features include a fixed-price contract, clear delineation of

responsibility and risks, and regular payments at keymilestones.

• Cost reimbursable models include managing contractor, Incentivised

Target Cost and alliance. Common features include frameworks to share

risks between the client and contractor, incentive-based performance

regimes, and cost transparency and open book arrangements (Box 9).

• Whole-of-lifemodels include PPPs and similar arrangements. Common

features include bundling design and construct with maintenance or

operation of assets over a long-term contract, a lump sum contract, and

payments based on utilisation and other performance standards.

110
For example, the Victorian Department of Treasury and Finance, NSWConstruction Leadership

Group, and Department of Infrastructure, Regional Development and Cities publish detailed

guidance ondifferent procurement models. Department of Treasury and Finance Victoria

(2024); NSWConstruction Leadership Group (2021); Department of Infrastructure, Regional

Development and Cities (2016)
111
Department of Treasury and Finance Victoria (2024)
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Box 9: Victoria’s Level Crossing Removal Project

The Victorian Level Crossing Removal Project (LXRP) – a decade long

program to remove 110 level crossings and build new stations — is

a cost reimbursable procurement model.a The work program was

established as a series of four alliances.b Formal contracts were awarded

incrementally, subject to ongoing performance provision of detailed

works proposals and costings.

There are some detractors to this approach, and evidence of benefits is

mixed. A review by the Victorian Auditor-General’s Office found that

in 2017 the program cost had increased by 38% relative to the initial

estimate.c VAGO also found inherent risks in the procurement process,

including reduced price and design competition because contracts

beyond the initial sites were not subject to full price competition.

In theory, there are potential benefits to a programmatic approach if com-

petitive tensions can be retained. Repeatability should drive incremental

productivity gains as contractors learn from experience and become

more efficient. Data sharing and benchmarking across contractors

and works should provide procurement teams with benchmarks for

future procurement rounds. Greater information can provide more

transparency and, in theory, better returns to taxpayers.

a
GHD (2025b)

b
Victorian Auditor-General’s Office (2025)

c
Victorian Auditor-General’s Office (2017)

Finally, in a point that is relevant to experience of transmission and the role of

TNSPs, it should be noted that in the transport sector market-led proposals

(Box 10) are viewed as poorly alignedwith the objective of retaining competitive

tensions in the procurement process.

Box 10: Market-led proposals do not promote competition

A market-led proposal (MLP) is when a private sector firm makes an

unsolicited approach to government for support to deliver infrastructure

or other services through direct negotiation, rather than a competitive

procurement process.a There are several examples ofMLPs in Australian

transport that have been put forward to government. This includes

Transurban’sWest Gate Tunnel project in Victoria and NorthConnex in

Sydney.

There are many critics of MLPs. A review of the West Gate Tunnel

project by theVictorianAuditor-General’s Office found that theVictorian

Department of Treasury and Finance’s advice to government on theMLP

was not sufficiently comprehensive due to limited analysis of alternative

funding and delivery options. The review also found that by accepting

Transurban’s proposal, the state effectively chose not to exercise the

other options available to it.b

a
Victorian Auditor-General’s Office (2019)

b
Victorian Auditor-General’s Office (2019)
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6.2.2 More experienced and mature procurement teams

More bespoke procurementmethodologies and contractingmodels require

moremature and sophisticated procurement teams. Procurement teams need

to be intelligent buyers of civil works to design andmanage a program that will

drive value formoney through competition.

Major project guru Bent Flyvbjerg has found that top-shelf teams are critical to

infrastructure delivery: ’The value of experienced teams cannot be overstated,

yet it is routinely disregarded.’112

In the private sector, many Tier 1 and other large contractors are in the process

of pivoting into transmission, as the transport infrastructure boom in NSWand

Victoria slowly winds down. Teamswith relevant skills that worked on transport

megaprojects havemoved or will move onto transmission projects.

But in the public sector, energyministers and energy departments are typically

separate and distinct from transport ministers and transport departments.

The siloed nature of government departments means that by default major

transport procurement experience will not shift across to transmission

procurement.113

Many industry stakeholders observed that public client-side teams in energy

are not asmature or capable as public client-side teams in transport, and not

112
Bent Flyvbjerg andDanGardner (2023)

113
At aCommonwealth level, largely removed fromproject delivery, this separation takes a different

form, in the limited role that the Commonwealth’s infrastructure advisory body— Infrastructure

Australia — plays in energy infrastructure. This issue is discussed in more detail in the next

section.

yet well equipped as intelligent or sophisticated procurement teams that drive

value formoney through competition.114 As one stakeholder put it:

Thematurity in transmission is where road and rail was twenty years ago.

The need to accelerate the journey to maturity for transmission project

procurement teams is starting to be recognised. Energy departments and

agencies have recruited some people with experience inmajor project delivery

from transport departments and agencies, and the private sector. But the pace

of change is slow.

Some states havemoved to co-locate delivery of different infrastructure types

together in one entity, to enhance learning-by-doing and build experienced

teams. NSW PublicWorks manages the delivery of water, civil, engineering,

building and disaster recovery projects across all state agencies and local

government.115 In 2019, Victoria established theMajor Transport Infrastructure

Authority (MTIA) in 2019,116 bringing together the Level Crossing Removal

Authority, theMajor Roads Projects Authority, North East Link Authority, Rail

Projects Victoria and the West Gate Tunnel. And in 2024 it established

the Victorian Infrastructure Delivery Authority (VIDA),117 bringing the Major

Transport Infrastructure Authority together with the Victorian Health Building

Authority.

114
This observation was also made, although less often, with respect to private client-side

procurement teams inenergy—forexampleprivateTNSPsprocuring transmission linesorprivate

investors procuring generation or storage assets.
115
NSWPublicWorks (2022)

116
Department of Transport Victoria (2019)

117
Victoria State Government (2024)

51



Containing costs through procurement

But no state has co-located transport and energy procurement to allow the

lessons from one boom to inform the next, leaving energy procurement largely

separate and distinct from the experienced teams that drive procurement in

other sectors.

6.3 Reform area 2: Better value for money through

procurement

6.3.1 Promote competition for all major infrastructure projects

Recommendation 5: State governments should procure all major public

infrastructure projects through a contestable process, with no automatic

preference given to incumbent asset owners or first movers. This should

includemajor transmission projects.

Competition is a crucial driving force to lowering costs,118 and should be

harnessed to contain costs in the provision of public infrastructure, including

in transmission. The direct pass through of the cost of the transmission grid

build to consumers through the RABmeans great effort should be directed at

injecting competition at the procurement stage.

Where amajor transmission project has been identified, a competitive process

should be undertaken to determinewhobuilds, owns and operates it. The same

party need not fill all these roles.

Existing asset owners should not be automatically preferred, whether they are

118
Policy Institute Australia (2025)

publicly or privately owned. Existing asset ownersmay have some comparative

advantages that allow them to build, own or operate the infrastructure in a way

that delivers better value formoney for consumers, but this should be tested in

themarket.

Even in cases where only an existing asset owner can feasibly deliver a

time-sensitive project, for example one that is required to safeguard grid

stability, it is prudent to test this with themarket if possible.

Contestability should apply to all transmission procurement above some

threshold. For example, this threshold could be set at $7million to align with

the existing threshold forminor transmission projects that are not required to

go through the RIT-T process.119

Market-led proposals for public infrastructure should not be accepted as a

matter of principle - in transmission, or any other sector. If a government is

interested in pursuing a project proposal put to it as amarket-led proposal, it

should be tested through a transparent and open competition procurement

process. Forexample, theVictorianGovernmentcouldhave testedTransurban’s

market-led proposal for theWest Gate Tunnel through competitive process

open to any infrastructure solution that would deliver additional capacity for

cars and trucks to cross the Yarra river in that part of Melbourne. Whether the

West Gate Tunnel offered value formoney could then have been tested against

alternatives, such as an augmentedWest Gate Bridge, or a tunnel in a different

location.

119
Australian Energy Regulator (2026c)
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6.3.2 Create professional infrastructure delivery agencies in each

state

Recommendation 6: Each state and territory should create an Infras-

tructure Delivery Agency with experienced, sophisticated procurement

professionals to leadmajor project procurement across transport, energy

and social infrastructure. This could be a single agency, or a hub of

multiple delivery agencies.

There is no reason to delay bringing transport procurement expertise

into transmission procurement to deliver best value for money for energy

consumers and taxpayers. Policy Institute Australia recommends that

state governments with significant infrastructure pipelines create a single,

standalone, sophisticated andmature procurement entity — an Infrastructure

Delivery Agency — that can oversee procurement for all major public

infrastructure,including road and rail, energy, and social infrastructure.

The Infrastructure Delivery Agency would bring together all major project

procurementexperiencecurrentlywithinstategovernments. It couldbeasingle

standalone entity, or a hub that brings together a number of smaller agencies

or department sections. Undertaking large departmental reorganisations is

not the intent of this recommendation; the intention is to create a centre of

excellence to bring together expertise andwork with agility.

Bringing procurement and contracting personnel together would build on past

experience more rapidly than would separate, standalone agencies, with a

greater number of projects being undertaken by the same teams across a

range of project types. They would include a mix of capabilities, including

project management, civil engineering, electrical engineering, geotechnical

engineering, and strong commercial acumen. Theywould help governments to

activelymanage project risks and to engage proactively and commercially with

civil contractors. Greater procurement efficiencies, such as standardisation of

contracts, would benefitmajor project delivery in all sectors.

6.3.3 State governments should lead on community engagement

for major infrastructure projects

Recommendation 7: The Infrastructure Delivery Agency would lead on

all matters of community engagement, land access and land acquisition

on all major infrastructure projects.

The Infrastructure Delivery Agency should take the primary responsibility for

community engagement on all major infrastructure projects. This is important

where project delivery requires access to, or acquisition of, private land (or

easements on private land; common in transmission).

A single, accountablepublic entity canact as a clear point of contact for affected

communities and landholders. Centralising engagement into a single entity

can provide clarity over who is responsible, and reduce duplication andmixed

messages.

Infrastructure Delivery Agency should build dedicated, multidisciplinary teams

with the capability to negotiate directly with landholders on access, easements,
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compensation and timing. These teams should also build the capability to work

with First Nations people in their jurisdiction.

These teams should be embedded in the planning and procurement process

early to work with the Grid Planning Authorities during strategic planning

(including route identification); work with local transport and housing

departments to inform planning and business case development; and ensure

all ducks are in a row before procurement begins.

Effective community engagementwould reduce the risk of significant disputes,

community backlash, project delays and cost blowouts.
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7 Managing capacity constraints

Capacity constraints in labour andmaterials will limit the effectiveness of any

other efforts to contain the cost of major infrastructure projects. When too

many projects are attempted at the same time, they inevitably compete for

resources, pushing costs up and timelines out.

In the current environment, the planned delivery of $65 - $85 billion ormore in

major transmission projects is taking place in a heated civil constructionmarket

locally, and a booming transmissionmarket globally.

7.1 Capacity constraints in civil construction

The rapid expansion of the civil construction sector over the past two decades

has driven extraordinary growth in theworkforce. Since 2005, the heavy and

civil engineering construction workforce has increased by around 160%, far

exceeding the rate of growth of the general construction workforce (around

60%) or the broader Australian workforce (48%).120 More than 50,000more

jobs have been created in civil construction thanwould have been the case if

the workforce had grown at the average rate across all industries.

Despite this, workforce shortages appear to persist (Figure 21). Infrastructure

Australia’s Market Capacity report has consistently shown shortages relative to

jobs required to build all infrastructure projects in the pipeline.

120
Australian Bureau of Statistics (2026b); Australian Bureau of Statistics (2025e)

Figure 21: Labour shortages appear to be persistent

Labour demand and supply projections, number of workers, public infrastructure

pipeline

Note: Workforce supply projections aremodelled using a variety of data sources, including the 2021 Census

and ongoing Labour Force Survey as key inputs. Supply covers the workforce from all public infrastructure

pipelines irrespective of the funding source. Workforce demand projections aremodelled covering the

workforce from all public infrastructure pipelines.

Source: Infrastructure Australia (2025d)
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Industry stakeholders believe that workforce capacity constraints among

engineers, project managers and skilled trades workers have restricted

infrastructure delivery. Data from Infrastructure Australia shows these

shortages have been in both professional roles and skilled trades— including

civil and structural engineers, procurement officers and general labourers.121

Where these capacity constraints bite, projects are delayed, and costs can

escalate quickly if projectmanagers are incentivised to bid against each other

for the scarce labour available. As one stakeholder suggested:

The sector has struggled tomeet the pace and size of the build required...

only 80 to 85 per cent of fundedworks are being delivered each year.

Forecasts show labour demand is still expected to grow significantly, but will

vary by state. Demand is particularly strong in Queensland as activity for the

Olympics heats up (Figure 22).

Transmission construction ismore capital-intensive and theworkforce required

is less significant than inmajor transport projects. As an example, a previous

study conducted by AEMO projected that the transmission construction

workforcewouldpeakatbetween5,000and7,000 in the late2020s.122 However,

the location is critical. Workforce shortages in regional Australia — across all

infrastructure types— are projected to be nearly as large as in capital cities.123

Thismay create a challenge for the delivery of transmission projects, asmany

121
Note that professional roles related to civil constructionmay not show up in the ’Construction’

industry for employment, as somemaywork in professional services. (Infrastructure Australia,

2025d)
122

Australian EnergyMarket Operator (2024b)
123

Infrastructure Australia (2025c)

major energy infrastructure projects are in regional areas — including both

transmission and generation projects.

Figure 22: Labour demand is expected to increase the most in

Queensland

Modelled labour demand,major projects in infrastructure pipeline, indexed to 100 in

Q3 2025, by state

Note: Data for the forecast was developed by Deloitte for Infrastructure Partnerships Australia. Data is

drawn from the projects and contracts on Infrastructure Partnerships Australia’s ANZIP website. This data

has then been applied to amodel which estimates each project’s quarterly labour requirement across all

relevant occupations using ABS employment data and labour intensity benchmarks based on the project’s

sector and position in the planning and delivery cycle.

Source: Infrastructure Partnerships Australia (2026)
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7.1.1 Better construction productivity could ease shortages

Australia’s construction output depends not just on the size of the workforce,

but also on howmuch eachworker produces. There is evidence that declining

productivity isworkingagainst thegrowth in theconstructionworkforce, leaving

the sector producing less withmore.

Measured productivity in Australian construction has gone backwards over the

past decade, unwinding a dramatic spike up in the 2010s that was driven by

private sector activity through the resources boom (Figure 23).

The drivers of weak productivity are subject to debate. Some stakeholders

perceive that construction has not evolved with new technology, although

others point to some advances in civil construction, including in tunnelling

technology and the use of prefabricated concrete. Stakeholders showed

enthusiasm for the opportunities that greater adoption of ’modernmethods of

construction’ might bring.124 Modernmethods of construction is currently the

topic of several reviews and government working groups.125

124
Modernmethods of construction is an umbrella term for construction approaches that differ

from traditional, fully on-site building, typically by shifting more of the building process into

controlledmanufacturing settings and then transporting and assembling/installing components

on site (for example prefabricated andmodular systems).
125

Department of Jobs, Skills, Industry and Regions Victoria (2025)

Figure 23: Productivity growth in construction has lagged other

sectors

Productivity index, quality adjusted, hours worked basis, indexed to 100 in 2005

Source: Australian Bureau of Statistics (2026a)
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7.1.2 Industrial relations in the construction sector

The link between poor productivity and industrial relations in the civil

construction sector was frequently mentioned in consultations held with

stakeholders for this paper. It is a fraught issue. There has been considerable

public attention in recent years focused on the poor or corrupt behaviour on

public infrastructure sites, particularly in relation to the CFMEU. This includes

the ’Building Bad’ series published by The Age; the Geoffrey Watson SC

review, Rotting from the Top, into the Victorian branch of the CFMEU; and

the Commission of Inquiry into the CFMEU in Queensland.126

Data from the ABS suggests workers in the construction industry tend to work

longhours. TheABS reports that 18.2%of construction industryworkersworked

50hoursormoreperweek, compared to 11.1% for allworkers.127 Onestudy found

thatmore than half of all workers onmajor horizontal infrastructure projects (i.e.

road and rail) worked longer than 45 hours per week.128

At the same time, anecdotes illuminate where the data on hours worked in

constructionmay be limited.

Stakeholders consulted for this paper estimated that the proportion of time

spent ’on-the-tools’ for somemajor project sites was around 3.5 days a week,

and sometimes as low as 3 days aweek. In other words, a worker employed for a

5dayworkingweekwas typically spending 1.5of thosedaysnot ’on-the-tools’.129

126
The Age (2026); GeoffreyWatson SC (2025); Queensland Government (2026)

127
National Construction Industry Forum (2025)

128
Construction Industry Culture Taskforce (2025)

129
The gap is partly explained by sick days, rostered days off (RDOs), and ’weather rules’ wherework

is stopped due to wet or hot weather.

These anecdotal estimates roughly accord with the findings of the Queensland

Productivity Commission’s inquiry into construction productivity, which

estimated that the ’Best Practice Industry Conditions’ (BPIC) introduced in

2018 led to some work sites in Queensland ’struggling to operate more than

three days per week’.130

Key conditions of BPIC included specified penalty rates and allowances

for different tasks; 26 fixed Rostered Days Off (RDOs) requiring full site

closure; explicit stop work conditions related to inclement weather conditions;

and union approval for any changes to rosters, hours of work, or the

use of subcontractors.131 BPIC was introduced through the Queensland

GovernmentProcurementPolicyandapplied tomajorQueenslandGovernment

construction projects valued at $100million ormore, or on declared projects

such as school buildings at around $20million.132 The policy was suspended in

October 2024.133

Stakeholders universally emphasised the important role of unions in protecting

workersandadvocating for their safety. ConstructionsitesareamongAustralia’s

most dangerous workplaces. The rate of workers’ compensation injury claims

per million hours worked is more than 40% higher in civil construction than

across the economy as a whole.134

Theapplicationofworkplacehealthandsafety rules is akeymechanismthrough

130
Queensland Productivity Commission (2025)

131
Queensland Productivity Commission (2025)

132
Queensland Productivity Commission (2025); QueenslandGovernment (2024)

133
QueenslandGovernment (2024)

134
Not all work-related injuries and illnesses result in a claim for workers compensation. (SafeWork

Australia, 2025)

58



Managing capacity constraints

which workers’ health and safety is protected.

But some stakeholders expressed concern that ’stop work’ provisions under

workplace health and safety (WHS) rules have been triggered for spurious

reasons, including to advance bargaining positions related to other work sites

or to slow the pace of delivery while waiting for another project to commence.

The incidents are similar to the October 2025 reports of the CFMEU, Electrical

TradesUnionandplumbers’unionshuttingdownconstructionontheWestGate

Tunnelbasedonclaimsof safety concernswitha lackofevacuationexits. On the

same day, the CFMEUwas reported to have pulled workers from other projects,

including the Metro Tunnel. The AFR reported that ”union sources... were

expected to continue until John Holland withdrew its deal with CFMEU-rival

the AustralianWorkers’ Union for SA’s $15 billion Torrens to Darlington tunnel

project.”135

Where it occurs, poor labour productivity resulting from these workforce

practices puts a limitation on the output of a growing workforce.

TheQueensland Productivity Commission found that, if BPIC had remained in

place until 2029-30, project costs would be around 10% to 25% higher. It also

found that the continuation of BPICwould result in 26,500 fewer homes being

constructed over the period due to the flow of labour from residential to civil

construction, and because of the flow-on effects of working conditions from

civil to high rise construction.136

135
Australian Financial Review (2025a)

136
Queensland Productivity Commission (2025)

In mid 2024, the New South Wales Productivity and Equality Commission

conducted an inquiry to identify factors impacting the supply of new housing

in NSW. The Commission cited the ”crowding out” effect of the Government’s

major project pipelines, reducing overall sector capacity and bidding up costs

for labour andmaterials as thepipeline of public sectorwork increasedbynearly

40% post-COVID.137

The report found that 30,000 construction workers would be needed in NSW

tomeet the National Housing Accord targets, and another 96,000 required to

meet the infrastructure pipeline— growth that cannot be achieved.

Policy Institute Australia estimates that a labour productivity improvement of

10% in civil construction could free up around 4,000workers in 2026, andmore

going forward. If achievable, this would go someway towardmeeting the needs

of Australia’s transmission build.138

7.2 Global competition for transmission inputs

Labour has been a key constraint inmajor transport construction, butmaterial

inputs are also important for the future transmission build.

Infrastructure Australia surveys industry participants about supply chain risk

factors. In its 2025 survey, industry organisations highlighted supply of timber

and timber products (38%), steel or steel products (32%) and concrete or

137
NSWProductivity and Equality Commission (2024)

138
Policy Institute Australia analysis. This assumes a 10% increase in productivity would achieve a

3% fall in employment, relative to a civil construction employment base of 120,000 (Australian

Bureau of Statistics, 2026b). This is based on research of the relationship between productivity

and employment in Autor and Salomons (2017).
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cement (28%) as a ’major’ or ’significant’ ’threat to successful delivery’.139

However, the key material inputs for transport infrastructure are mostly

widely available — either as traded commodities — such as steel and steel

products, or fuel and oil products such as bitumen—or high volume low value

locally-producedmaterials such as sand, rock and other quarry products.

This is not the case for transmission.

High-voltage transmission infrastructure requires highly specialised inputs

such as large power transformers and cables. Large transformers are often

engineered-to-order and are supplied by a relatively small set of global

manufacturers with finite production slots.

Globally, grid expansions are accelerating as countries around the world

pursue an energy transition. The International Energy Agency reports that

procurement times for essential components such as large power transformers

and cables have almost doubled since 2021, and that it can now take up to four

years to secure large power transformers (with some specialised components

taking even longer). The IEA also report that since 2019 prices for cables have

nearly doubled, and the price of power transformers rose by around 75% (both

in real terms).140

AEMOhas explicitly flagged ’supply chain constraints and global competition

for electricity infrastructure assets’ as factors pushing up transmission cost

estimates and stretching delivery timelines.141 And because Australia is a

139
Infrastructure Australia (2025c)

140
International Energy Agency (2025)

141
Australian EnergyMarket Operator (2023)

comparatively small buyer in global terms, and the Australian landscape is

fragmented, localbuyersareoftencompeting forpurchaseordersagainstmuch

larger order books in the Northern Hemisphere.

These global factors are to some extent outside the control of Australian

clients and contractors. But having fewer entities responsible for procuring

transmission infrastructure— as Policy Institute Australia recommends above

— could help, as could greater coordination between these entities.

7.3 Capacity should inform pipelines

Australia’s size and geographic remoteness limit our ability to rapidly ramp

up construction capacity to meet demand. A pipeline of infrastructure

megaprojects that is too large will have the effect of pushing up costs when our

supply capacity cannot expand rapidly enough tomeet it.

Understanding the capacity of themarket to supply labour andmaterials for

major projects is essential. Though the need for new infrastructure may be

significant, failure to recognise supply constraints and therefore to prioritise

projects will result in greater cost, not greater output. Efforts to address supply

constraints can and will be made, but experience shows progress is usually

limited. An approach thatmanages the pipeline to the capacity that exists to

deliver it will help contain the costs of the pipeline overall, and each project

within it.
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7.3.1 The role of states in transmission pipeline management

As discussed, states and territories are primarily responsible for selecting and

deliveringmajor public infrastructure projects, acrossmost sectors. Capacity

constraints therefore must be understood and managed at the state and

territory level. This includes the labour force.142

Pipeline management ideally happens prospectively. However, the ability of

states and territories to select which transmission infrastructure projects go

ahead, andwhen they proceed, is limited (as detailed in Chapter 5).

This is not ideal, particularly given the constant change in the energy landscape.

Transmission build costs have risen rapidly, for reasons discussed above. There

have been significant price changes in other substitute and complementary

technologies, which changes an optimal or lowest cost grid transition pathway.

Indeed, the lead role that AEMO and the ISP have taken in driving selection of

transmission projects has arguably reduced states’ authority, willingness and

accountability to defray transmission costs by finding latent capacity within

their own state system.143

Currently, it is AEMO that appears to bemanaging the transmission pipeline.

Themost recent Draft 2026 ISPmaterially revised down the projected volume

of new transmission lines required to be built by 2050, from 10,000kmdown

to 6,000km. This reflected changes in government policy, but also inmarket

142
Construction workersmove between regional labourmarkets at a similar rate to the rest of the

economy, at around 3%. Productivity Commission (2014a)
143

Discussion with industry stakeholders.

conditions and the resulting costs.144

This shows some flexibility, although AEMO does not appear to have shown

willingness to revisitwhetherprojects that are already in train shouldbe stopped

or paused, evenwhere the numbers change dramatically.

The situation is further complicated by the role of TNSPs and other private

project proponents, who reasonably seek certainty that projects that they have

spent timeandmoneyprogressingwill goahead. Theseprojects areparticularly

susceptible to sunk-cost bias, where project proponents (and perhaps others in

the decision-making chain) remain committed to completing the project even

if it no longer stacks up based on the future benefits and costs not yet incurred.

Because of the speed with which things are changing in this space, a more

flexible approach is needed, including a willingness to ignore (and perhaps

wear) sunk costs in decisions around project selection and timing.

Having a single infrastructure delivery agency would give that one entity broad

visibility over labourmarket capacity constraints. This data could then inform

aggregate pipeline data, shared across all state and territory governments.

7.3.2 The Commonwealth’s coordinating role

The Commonwealth also has an important role to play in coordinating the

national infrastructure pipeline, especially where projects are likely to need

specialised ormanagement expertise. As one stakeholder told us:

144
The 6,000km is the current estimate, but could bemore when considering smaller projects not

captured in the ISP or future changes to investment. See Appendix A formore detail.
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It’s madness that we’ve been building a metro in Sydney and a metro in

Melbourne at the same time.

The Commonwealth influences states’ infrastructure programs through the

power of the purse, as a discretionary funder ofmajor projects. Of course, this

does not necessarily determine the course of action by state governments.

The Victorian Government pressed onwith the Suburban Rail Loop even when

the former Coalition Government in Canberra refused to provide any funding

(Box 3).

The nature of Australia’s federation and experience of poor state coordination

leftmany stakeholders interviewed for this project skeptical of the Common-

wealth’s ability to influence the national pipeline. Political incentives for state

and territory governments to press aheadwithmajor projects remains strong.

But the Commonwealth can have sway. The incoming Albanese Government

commissioned an Independent Strategic Review of the Infrastructure Invest-

ment Program inMay 2023, which assessed a long list of infrastructure projects

that the former Coalition Government had provided funding for.145

The impetus for the Review, as set out by the Minister, was that the IIP

containeda largenumberofprojectswhichdidnothavesufficient fundingor

a strong enough business case to justify AustralianGovernment investment.

This has led to a clogged infrastructure pipeline that does not reflect current

market capacity ...

145
Department of Infrastructure, Transport, Regional Development, Communications, Sport and

the Arts (2023)

The Review led to aminor re-shaping of the infrastructure pipeline to account

formarket capacity, with some projects cancelled or delayed.

In thecaseof transmission, themagnitudeof the$65-$85billion cost combined

with the NEM states’ fiscal capacity to pay and a combined desire to use

government balance sheets to defray the pass through of costs to electricity

consumers gives the Commonwealth a wide opening to influence outcomes.

7.3.3 Infrastructure Australia’s role in pipeline and capacity

coordination

Infrastructure Australia already plays a role in supporting coordination to

manage the national infrastructure pipeline. Infrastructure Australia was

established in 2008 to create an independent agency that would plan and

prioritisemajor infrastructure investment across the nation, based onmerit. A

number of states also created their own infrastructure bodies.

Infrastructure Australia produces the InfrastructureMarket Capacity Report,

introduced in 2021.146 The report provides transparent, open information on

labour, materials and sectoral capacity constraints for major infrastructure

projects. This has helped develop a national view of demand and supply for

majorproject construction. For theirpart,manystateand territorygovernments

report internally on capacity constraints formajor projects.

A 2022 Independent Review of Infrastructure Australia noted some benefits

coming out of the role of Infrastructure Australia, particularly that since 2011

146
TheMarket Capacity Report was introduced to respond to a requestmade by the PrimeMinister

and First Ministers at COAG inMarch 2020.Infrastructure Australia (2021)
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states and territories ’have all moved to put in place more effective and

transparent investment plans, business cases, and project development and

project assurance processes’.147

However, the 2022 review also concluded that Infrastructure Australia’s ability

to ’inform and influence the Government on infrastructurematters has waned’.

A subsequent review of the Infrastructure Investment Program noted poor

quality spending, with ’a larger number of projects which did not have sufficient

funding or a strong enough business case to justify Australian Government

investment’.148

The2022Review led tosignificant reformof InfrastructureAustralia inmid-2024,

to strengthen its voice within the Commonwealth Government’s investment

decisionmaking process, including through the annual budget process.

Infrastructure Australia’s role in reviewing business cases and providing advice

to the Commonwealth Government is set up in part to improve infrastructure

decision making by the states. One prominent example was Infrastructure

Australia’s assessment that business casematerials provided by the Victorian

Government on the Suburban Rail Loopwere not up to scratch.

Whether Infrastructure Australia’s role evolves to have greater influence on

infrastructure investment decisions remains to be seen. At the end of the day,

ministers will always retain the right to make investment decisions that they

deem to be in the national interest.

147
Infrastructure Australia (2019)

148
Productivity Commission (2014b)

Infrastructure Australia has played a limited role in energy infrastructure

(although its focus has shiftedmore to energy over the last year),149 though its

current Statement of Expectations (andmany former versions, dating back to

2014) name ’energy’ as one of the sectors it may consider.150

7.4 Reform area 3: Pipeline and capacity management

7.4.1 States should assess the projects in their transmission

pipeline

Recommendation 8: State transmission planning entities should

undertake scheduled, formal reviews of their transmission pipeline to

reassessproject scope, timingand sequencing. All NEMstatesundertake

cost benefit analysis of allmajor transmission projects over the next 12–24

months to determine if projects remain justified.

The benefits and costs of various transmission projects are regularly (and in

recent times, dramatically) changing. Detailed cost benefit analysis and regular

reviews of the pipeline are thus needed to ensure that the right projects are

being undertaken at the right time.

State and territory transmission planning agencies should do this by reviewing

market factors and the merits of each project. Cost benefit analysis should

149
As an example, InfrastructureAustralia has recently expanded itswork on enabling infrastructure

to support the transition to renewable energy sources, such as the ability of ports and roads

to facilitate the transport of key components, such as the huge blades of wind turbines

(Infrastructure Australia, 2025b;Infrastructure Australia, 2025a)
150

Infrastructure Australia (2024b)
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be updated with potential to delay or defer projects where the expected

benefit-cost ratio no longer stacks up.

These reviews should aim to overcome sunk-cost bias in decisionmaking. State

and territory governments are the right entities to determine which projects

meet the public interest test for progression, including the sometimes tough

decision to delay or abandon projects.

7.4.2 Expand Infrastructure Australia’s role

Recommendation 9: Infrastructure Australia’s remit should be ex-

panded to evaluation of major energy infrastructure project business

cases. Infrastructure Australia should assess business cases for any

major infrastructure project that receives a Commonwealth investment

of $250million ormore, whether provided through grant, debt, equity, or

another fundingmechanism. To enable this, the Commonwealth should

revise Infrastructure Australia’s Statement of Expectations and, where

necessary, secure agreement from state and territory EnergyMinisters.

Infrastructure Australia’s focus is on ’significant infrastructure’, meaning it

evaluates infrastructure proposals that ’are nationally significant or where

Commonwealth funding ofmore than $250million is sought’.151

However, while Infrastructure Australia has published energy-focused analysis

previously, it does not typically evaluate significant energy infrastructure

151
Infrastructure Australia (2024b)

projects, eventhoughmanybig transmissionprojectswouldmeet thisdefinition.

This is despite its role under the Infrastructure Australia Act 2008 (Cth) is

to act as Australia’s independent adviser on nationally significant transport,

water, energy, and communications infrastructure.152 And, as noted above,

its Statement of Expectations names ’energy’ as one of the sectors it may

consider.153

Infrastructure Australia provides independent advice. Other Commonwealth

agencies involved in energy projects — such as the Clean Energy Finance

Corporation (CEFC), the Australian Renewable Energy Agency (ARENA), or

the Northern Australia Infrastructure Facility — tend to assess projects with

a commercial lens. In contrast, Infrastructure Australia approaches projects

with an economic assessment to determine whether or not they are in the best

interests of the Australian public.

Infrastructure Australia’s role should be expanded so that it can evaluate all

major infrastructure projects with a Commonwealth contribution above a value

of $250million, including energy projects. This should include projects funded

throughmechanismsother thangrants, such as throughdebt or equity funding,

and include support provided by dedicated funds or agencies such as theCEFC

or ARENA. If this policy had been in place historically, it would have meant

that Infrastructure Australia was empowered to publish an assessment on the

Commonwealth Government’s equity stake in Snowy 2.0 and the roll-out of

the Rewiring the Nation fund. Infrastructure Australia should be resourced to

152
Infrastructure Australia (2025f)

153
Infrastructure Australia (2024b)
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undertake this expanded role.

Commonwealth, State and Territory EnergyMinisters (through the Energy and

Climate ChangeMinisterial Council) should resolve to endorse this expanded

role in energy.

7.4.3 Collect productivity data for civil construction

Recommendation 10: Expand the role of Infrastructure Australia to

gather and publish labour productivity metrics across all publicly

fundedmajor infrastructure projects consistent with their work on the

InfrastructureMarket Capacity Report.

Currently, major project procurement agencies lack a reliable and trustworthy

evidence base on on-site productivity onmajor civil construction projects.

This shortfall has been recognised by governments across Australia, who are

working together through the Infrastructure and Transport Senior Officials’

Committee (ITSOC) to ’establish measures to assess and track productivity

performance’.154

Infrastructure Australia should be tasked to work with the States and Territories

to establish, collect and publish a newMajor Projects Productivity Dataset, and

should be resourced to do so.

The aim of the dataset would be to inform government policy and project-level

decision making aimed at lifting the sector’s productivity. It would help

154
Infrastructure Australia (2025c)

governments plan better, understand the reasons for poor (or strong) project

performance, and to learn from pastmistakes.

Data should be collected at a project-level, using standard definitions and

fields to allow for benchmarking and comparison across comparable projects,

and states, and over time. The scope of the dataset would be determined by

Infrastructure Australia after a period of consultation, but could include data

such as: labour costs; working hours; overtime; work stoppages including for

workplace health and safety, industrial action, RDO provisions; and appropriate

measures of output such as value of work completed.

The requirement to provide this data should be included as a term in all

government contracts above a defined threshold.

Infrastructure Australia should regularly publish insights on major project

productivity to enable policymakers to identify system-level trends in major

infrastructure delivery. This should include benchmarking across states and

project types, as well as analysis of recurring constraints and issues that lead to

productivity loss.

Detailed data should also bemade available to state and territory governments

(including procurement teams) and to researchers under standard data

protection protocols. Providing data that practitioners can use to improve poor

labour productivity represents a significant opportunity to expand Australia’s

capacity to deliver our pipeline of critically important national infrastructure.
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A Transmission data and methods

Step 1: Collating a transmission infrastructure database

Policy Institute Australia collated data for the transmission infrastructure

pipeline from the projects listed in AEMO’s Draft 2026 ISP. This included all

seven committed and anticipated projects already underway; twelve actionable

(or likely to be soon) projects; and seven future ISP projects.

Policy Institute Australia created a taxonomy to communicate these project

groupings.

• Projects that are ’not contracted’ are those that are defined by AEMO as

being in one of three categories: likely to remain actionable; actionable in

2024 but require ongoing analysis; or future ISP projects.

• Projects that are ’contracted, not delivered’ are those defined as being

committed or anticipated projects by AEMO.155

Project costing

The projects that were listed by AEMOas actionable or future ISP projects were

estimated by AEMO in 2025 dollars, inmany cases with 30–50% error bands.

The 2026 ISP did not include the latest cost estimates for projects that were

listed by AEMO as either committed or anticipated, as these were considered

155
Committed projects meet all of AEMO’s commitment criteria, including site acquisition,

components ordered, planning approvals, finance completion and set construction timing.

Anticipated projectsmeet at least three of these five criteria.

sunk costs. To find cost estimates and adjust into $2025 for comparison, Policy

Institute Australia found the latest reputable cost estimate information (for

instance, from the AER or the project proponent or state government website)

and adjusted using ABS consumer price inflation data. We assumed future CPI

growth of 2.5%, themiddle of the RBA’s target band.156

Policy Institute Australia has deliberately rounded cost estimates for presen-

tation purposes throughout this report, and, as a result, data across tables

and figures may not match exactly. This was done given the considerable

uncertainty, and constant changes, around cost estimates for transmission

projects.157

Project timing

The expected timeline for all projects was the ’full capacity timing advised

by proponent’ or ’earliest feasible full capacity timing’, acknowledging that

many of these dates are subject to change. This represents only some of the

transmission network projects thatmay occur over the next decade. Industry

observers noted that someadditionalworks to build transmission infrastructure

within REZs, or additional projects being undertaken by TNSPs, including for

system strength, are not captured in this database.

156
This was also done to calculate the real increase in the expected transmission investment. This

was done by finding the first time a project was listed in either the ISP, or a public announcement,

and adjusting that data into real $2025 for comparison.
157

Data for the total cost of the transmission infrastructure pipeline is presented as a range, from

$65 billion to $85 billion. The lower bound is calculated as $67 billon and represents themiddle

range of the cost estimates provided by AEMO. The top range is calculated as $83 billion and

shows the top of AEMO’s error band.
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Table 2: Major east-coast transmission projects, Integrated System Plan

Project Status Full capacity∗ State $m (2025)

Project EnergyConnect – NSWsection Committed (contracted) 2027 NSW 3,842

HumeLink Committed (contracted) 2027 NSW 4,232

Central-West Orana REZNetwork Infrastructure Project Committed (contracted) 2028 NSW 5,006

Hunter–Central Coast REZNetwork Infrastructure Project Anticipated (contracted) 2028 NSW 604

Western Renewables Link Anticipated (contracted) 2029 Vic 1,567

Facilitating Power to South East Queensland Future ISP projects 2029 Qld 33

Western Victoria Reinforcement Likely to be identified as newly actionable 2029 Vic 128

Switching Station nearWodonga Likely to be identified as newly actionable 2029 Vic 220

Sydney Ring North (Hunter Transmission Project) Likely to remain actionable 2029 NSW 1,364

Gladstone Project Likely to remain actionable 2029 Qld 2,367

Northern Transmission Project (Mid North SA REZ Expansion) Require ongoing analysis 2029 SA 620

ProjectMarinus – Stage 1∗∗ Anticipated (contracted) 2030 Vic / Tas 4,357

Sydney Ring South – power flow control option Likely to remain actionable 2030 NSW 261

Waddamana to Palmerston transfer capability upgrade Likely to remain actionable 2030 Tas 224

CopperString 2032 Anticipated (contracted) 2031 Qld 13,900

Central-West Orana REZ Expansion Future ISP projects 2031 NSW 855

Facilitating Power to Central Queensland Future ISP projects 2031 Qld 209

GippslandOffshoreWind Transmission Likely to be identified as newly actionable 2031 Vic 2,690

VNIWest Likely to remain actionable 2031 Vic / NSW 7,600

Central Queensland to Southern Queensland Expansion Future ISP projects 2032 Qld 3,810

Eastern Victoria Reinforcement Future ISP projects 2032 Vic 350

NewEngland REZNetwork Infrastructure Project Likely to remain actionable 2032 NSW 3,673

Sydney Ring South – 500kV option Future ISP projects 2034 NSW 2,360

SouthWest Victoria Expansion Future ISP projects 2034 Vic 1,330

ProjectMarinus – Stage 2 Likely to remain actionable 2034 Vic / Tas 2,535

Queensland–New SouthWales Interconnector (QNI Connect) Require ongoing analysis 2034 Qld / NSW 2,989

Note: ∗Full capacity year is the earliest date the project is expected to be complete and running at full capacity (as advised by the proponent). For GippslandOffshoreWind Transmission, the project will be delivered in stages, with

Stage 1 by 2031, Stage 2 (Phase 1) by 2033 and Stage 2 (Phase 2) by 2038. ∗∗ProjectMarinus StageOne represents the amount approved by the AER to enter the RAB by 2030.

Source: Australian EnergyMarket Operator (2025b); Transgrid (2025); Australian Energy Regulator (2024b); Energy Corporation of New SouthWales (2024); Energy Corporation of New SouthWales (2025b); Australian Energy

Regulator (2025d); PricewaterhouseCoopers (2025); Australian Energy Regulator (2026b); Infrastructure Partnerships Australia (2025b).
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Table 3: Transmission project cost estimates have repeatedly been revised upwards

Project 2020 ISP ($2019) 2022 ISP ($2021) 2024 ISP ($2023) 2026 ISP ($2025) Latest estimate

Project EnergyConnect (NSW section) $1,990m (±30%) Anticipated Committed Committed $3,600m ($2023)

HumeLink $2,100m (±30%) $3,315m $4,892m (-5% to +12%) Committed $3,945m ($2023)

ProjectMarinus Stage 1 $1,845m (±30%) $2,380m (±30%) $3,800m (±30%) Anticipated
$4,930m ($2030

nominal)

ProjectMarinus Stage 2 $1,310m (±30%) $1,400m (±30%) $2,700m (±30%) $2,535 (±30%) ($2023) —

VNIWest $2,410m (±30%) $2,991m $3,600m (±30%) $7,600m (-30% to +50%) —

NewEngland REZNetwork Infrastructure

Project
— $1,900m (±50%) $3,700m (±50%) $3,673m (±50%) —

Central-West Orana REZNetwork Infras-

tructure Project
$650m (±30%) Anticipated Anticipated Committed $5,526 ($2029 nominal)

Queensland–New SouthWales Intercon-

nector (QNI Connect)
— $1,253m $2,518m (±50%) $2,989m (±50%) —

Note: All data presented above is as found in AEMO’s ISP or other public reports and has not been adjusted; as a result, it may differ slightly from presentation elsewhere in this report.

Source: Australian EnergyMarket Operator (2020); Australian EnergyMarket Operator (2022); Australian EnergyMarket Operator (2024a); Australian EnergyMarket Operator (2025b); Transgrid (2025); Australian Energy Regulator

(2024b); Australian Energy Regulator (2026b); Australian Energy Regulator (2025d).
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Step 2: Estimated impact of projects on the RAB

To estimate the impact of new transmission projects on the RAB for

transmission of the NEM, Policy Institute Australia used the current estimated

cost of projects (as a proxy for asset value) and compared this with the current,

and historic, value of the RAB across the NEM states of New South Wales,

Victoria andQueensland.

Policy Institute Australia took the historic value of the NEM transmission RAB

from the AER’s 2007 State of the Energy Market report for the TNSPs in

each state. Valuations were converted into 2025 constant dollars using ABS

consumer price inflation data.

Contemporary data was collected for 2025 using the AER’s 2025 State of the

EnergyMarket report.

The value of the RAB for 2035 was projected using the data collected in our

database for individual transmission projects. This assumes that all projects

were complete by around 2035, based on the earliest feasible full capacity

timing. Policy Institute Australia acknowledges that there is considerable

uncertainty around the completion timing, andmany projectsmay be delayed

or pushed back further. The analysis is intended to estimate the potential

impact on the size of the RAB if projects are completed under current projected

timeframes.

In the case of projects that were split acrossmultiple jurisdictions, a weighting

was applied tomap the value to each jurisdiction. Specifically:

• ProjectMarinus StageOnewas 72.4% in Victoria and 27.6% in Tasmania 158

• VNIWest was assumed to be 50% each in NSWandVictoria.

• QNI Connect was assumed to be 50% each in Queensland and NSW.

For each project, the expected capital cost estimate is assumed to be added to

the RAB. As noted above, there is considerable uncertainty around these cost

estimates. The value added to the RABmay come inmuch higher for projects

that are still in the earlier phases of developments. Some projectsmay not be

completed andmay not be added to the RAB.

We also acknowledge that the expected value ascribed to the RAB does not

take into account depreciation of existing assets or potential other investment

by TNSPs that will also affect the future value of the grid’s asset base.

Step 3: Estimated impact on consumer bills from

increases in the RAB across the NEM

As capital costs grow and are recouped through growth of TNSPs’ approved

RAB, consumers (as well as businesses) will paymore for transmission.

Policy Institute Australia estimated how the $65 billion to $85 billion in forecast

capital expenditure would flow through to electricity bills for consumers

using two different conceptual approaches. The first approach is a top-down

estimated annual cost per household, using the return on capital and

depreciation a TNSPmay be expected to earn from the increase in the RAB,

scaled for the number of households in each state. The second approach looks

158
Australian Energy Regulator (2025c)
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at howmuch electricity a household consumes, on average, in different states,

and estimates how an increase in the transmission component of a bill would

translate into the total cost of the bill on an annual basis.

These two approaches yielded broadly similar results, and the overall approach

and findings were tested with a number of stakeholders throughout the

discussions for this paper.

A summary of results, by state, is outlined in Table 4.

Table 4: Summary — estimated impact of transmission

investment on households

Metric NSW Vic Qld

Estimated cost impact ($, per household, 2035) $522.9 $348.0 $628.4

Estimatedchange for a residential electricitybill (%) 20% 19% 25%

Note: See approach 1 and approach 2 detail below formore information on themethodology.

Source: Policy Institute Australia analysis (Australian Energy Regulator, 2025c; Australian Bureau of

Statistics, 2023); The Australia Institute (2018); Australian EnergyMarket Commission (2025b))

Caveats on methodology and estimates

Important caveats to note are outlined below:

• All cost estimates are limited to the impact of the network component

of the bill only. They do not consider the impact of the energy transition

on other bill components, for example wholesale electricity prices. This

means they are a gross impact, not a net impact. Energymarketmodelling

was not conducted for this paper, so second order effects of transmission

investment, including changes to the generationmix, are not captured

in this analysis. The intent of the analysis is to show the scale and

importance of the transmission infrastructure projects underway, for a

’typical’ Australian household and small business.

• We did not estimate the impact on industrial customers, given thewide

variation in arrangements for very large electricity consumers.

• The impact of various government funding schemes for transmission

projects, including concessionary finance through Rewiring the Nation,

and other direct grants provided by state governments to projects, were

acknowledged but not accounted for in estimates of the future value of

the RAB or on consumer prices. There is uncertainty as to the quantum

impact these financing arrangements will have for the return on capital

for transmission projects.

• Complexities in how different electricity charges are packaged up by

electricity retailers, as well as differences by state, were not accounted

for in this analysis. In particular, retailersmay vary approaches to passing

throughnetwork charges to consumers, which depends on the tariff types

in use by theDNSPs. For example, more than half of residential customers

are estimated to be on ’flat tariffs’, which are fixed charges per day and per

volumetric kWh of consumption; one-quarter on ’Time of Use’ charges

that have fixed daily and volumetric charges, but that also vary by time of

day and/or season; and others on other differentmodels. Across all users,

analysis from the AEMC found that ’residential consumers are mostly

paying for network costs volumetrically’, with around 59% of cost recovery
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based on the quantity of energy imported via their network connection.159

• We did not consider the potential impact that the capital expenditure

would have on operating expenditure, and how that would be recovered

from consumers.

Approach 1 — Top-down estimate

The first approach is a top-downmechanism that shows, in simple terms, how

additional transmission spending will be paid for on a per household basis. This

estimates the total additional revenue TNSPs in the NEMwill earn on a higher

value RAB, and divides the total by the number of households in the NEM. For

simplicity, we have calculated the expected impact on households once all

projects are completed, but, have not adjusted for the timing of when these

projects will finish.

We start with the assumed increase in the RAB in each state, which is the total

value of projects, in $2025. That capital is then assumed to earn a regulated

return of 5.36% (nominalWACC), based off a recent regulatory decision by the

AER for ProjectMarinus Stage 1 160, with a further 2% assumed to account for

depreciation.161 Together, this implies an annual revenue requirement of 7.36%

of the added RAB.

Applying that rate to the incremental asset base gives an estimate of the

additional network revenue to be recovered in 2035— represents around $2.0

159
Australian EnergyMarket Commission (2025a)

160
Australian Energy Regulator (2025c)

161
This assumes straight line depreciation with a useful life of 50 years for transmission assets, on

average.

billion in NSW, $1.6 billion in Queensland and $1.1 billion in Victoria. Dividing that

revenue across the estimated number of households in each state provides an

indicative per-household impact.162

Table 5: Approach 1 assumptions and results

Metric NSW Vic Qld

$bn added to RAB $27.51 $15.08 $21.81

Return on capital (nominalWACC) 5.36% 5.36% 5.36%

Depreciation 2% 2% 2%

Revenue ($bn) $2.03 $1.11 $1.61

Revenue per household ($, 2035 households) $522.9 $348.0 $628.4

Note: Revenue in 2035 is calculated as added RABmultiplied by the allowed return (5.36%) and depreciation

(2%), implying a total annual revenue requirement of 7.36% of the incremental RAB. Revenue per household

is derived by allocating state revenue across the number of households in each state.

Source: Policy Institute Australia analysis (Australian Energy Regulator, 2025c; Australian Bureau of

Statistics, 2023)

Approach 2 — Bottom-up estimate

The second approach is a bottom-up look based on the expected annual usage

of a residential consumer or small business and latest electricity billing data.

Firstly, to determine the typical share of a resiential bill that is attributed

to transmission, data was collated for the 2024-25 default market offer for

residential customers without controlled load in Queensland andNewSouth

162
Projections for the number of households were done for 2035 using ABSCensus data and ABS

Population Projections data, assuming 2.5 people per household.
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Wales, from Energex, Ausgrid, Endeavour Energy, and Essential Energy.163

This included data on the default market offer, retail margin, network cost,

wholesale cost, environmental cost, and retail cost. The network cost was split

into transmission and distribution based on the relative share of transmission

and distribution assets in the RAB.

Thedefaultmarket offers provide an estimate for a ’typical residential customer’

basedon theaverageof defaultmarket offers experiencedby thesehouseholds.

This included an estimated $200 transmission cost (as part of the network

cost) for a consumer on a default market offer of just over $2,100 per year.

Alternatively, transmission costs represented around 9% of total costs for a

residential customer. (This was assumed to be largely similar for businesses,

too.)

Next, we estimated the potential impact of transmission capital expenditure

on the network cost of an electricity bill, by scaling the transmission cost

component by the expected increase in the RAB in each state. As an illustration,

if the typical transmission component of a bill is $200, and the value of the RAB

triples, the assumed transmission component of a bill wouldmove from $200

to $600 and increase the total cost of an electricity bill by 19%.

To convert to dollar impact by state we drew on survey data on average

annual electricity consumption data in Victoria, NSWandQueensland.164 We

used recent AEMC residential price trends for 2025 to determine residential

163
The default market offer is described by the AER as an ’electricity price safety net that protects

consumers from unjustifiably high prices’.
164

Note that this data is from 2012. (The Australia Institute, 2018)

electricity prices paid for in c/kWh for consumers in each state. Then, we

scaled the expected cost of electricity by the size of the increase in the RAB

in each state (refer to earlier sections). This yielded results of around a $600

increase in electricity costs for residential consumers in each of Victoria, NSW

andQueensland.165

A similar approach was taken to estimate the impact of a business consuming

up to 100,000 kWh of electricity per year, where the cost of electricity could

rise up to $10,000 per year.166

Table 6: Approach 2 assumptions and results

Metric NSW Vic Qld

Change in RAB 24% 35% 25%

$/kWh 0.4 0.33 0.39

Annual energy consumption (kWh) 6,555 5,473 6,450

Average bill – today $2,622 $1,806 $2,516

Average bill – 2035 $3,244 $2,432 $3,183

Change $622 $626 $623

Note: Estimated bill impacts are calculated by allocating incremental transmission revenue across electricity

households in each state and dividing by average annual household electricity consumption. Source: Policy

Institute Australia analysis (The Australia Institute, 2018; Australian EnergyMarket Commission, 2025b)

165
This approach did not adjust for population changes, like in the first approach. The impact of

population growth is likely to reduce the impact by roughly 11% across the states.
166

The upper threshold for a small business customer is listed in regulation 7 of the National Energy

Retail Regulations and is set at 100MWh (or 100,000 kWh) of electricity per annum. (Australian

Energy Regulator, 2025b)
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