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Perth BC WA 6849

Dear Ms Tilsed,

Re; Western Power 330kV Mid-West Augmentation

Extension Hill Pty Ltd submits in the strongest terms that the 330kV must be extended as soon as
possible. Our urgent need is to have the extension made to Eneabba by 4" quarter 2009.

The PB report is a confusing document as it has a generally negative disposition to the WPC
proposal, but without being definitive. The report does not make clear recommendations and it is
unclear to the reader what the report is intended to achieve.

However, having read the documentation and ERA'’s independent report, Extension Hill Pty Ltd
has concluded that there is no sound reason for the extension not to occur. Below we have set
out our comments on the PB report. On deeper analysis of the issues raised by PB, there is not a
single point that would of itself validate a delay and the myriad of minor items are variously
insignificant, poorly analysed for context, relevance and materiality and some issues are based
on incorrect assumptions and statements.

Our view is that WPC'’s proposal is valid as presented, but more so if the Extension Hill Pty Ltd
load is added to the demand forecast, and more so again with the Gindalbie load.

Extension Hill Pty Ltd is the owner and developer of the Extension Hill Magnetite Project located
at Mt Gibson approximately 350km from Perth on the Great Northern Highway.

The project is valued at approximately US$1b and involves the establishment of a magnetite mine
and process plant at Mt Gibson to produce a magnetite concentrate, slurry and water return
pipelines between Mt Gibson and Geraldton and various other ancillary facilities.

This project is proceeding and is dependent on the southern leg of the 330kV being completed by
the 4" quarter 2009. Any delay will impact on the project, so it is imperative that the approval
process in not held up by ill based advice or concerns.

Project Development Timeline
The project has environmental approval.



The project will begin construction in the 2" quarter of 2008, commissioning is planned for the 4™
guarter 2009, with 5 million tonnes per annum (mtpa) production in Jan 2010, with an increase to
10 mtpa commencing 6 months later, 3 quarter 2010.

Extension Hill Magnetite Project Power Infrastructure Requirements

The project is a 24 hour 365day per year operation and requires 55MW of power to be available
in the 4™ quarter 2009, with an increase to 110MW 6 months later. The initial project life at 10
mtpa is 20 years, but expansions and life extensions will occur as the total resource is in the order
of 1.5b tonnes.

It is imperative that the southern leg of the 330KV line be ready for this time. We are working
cooperatively with Western Power and Gindalbie on extension of the 330kV line from Eneabba to
Three Springs to enable extension to the respective mine sites. As will be seen latter, any
proposal to build a second line 132kV between Eneabba and Three Springs will prejudice this, as
the community, and rightly so, will not accept an army of towers marching across their fields.

While discussions have not yet determined the final approach, the parties are mindful of the need
to manage regional concerns about the proliferation of power lines over the farming lands,
especially where it arises from poor decisions.

Extension Hill Pty Ltd has review PB’s report and in summary we conclude,

1. PB appears to have come out against WPC's proposal, but does not do so definitively or
categorically. Given the major importance of the matter to the State, and the mid west, it
is inconceivable that such a qualified and in parts poorly substantiated report could be
taken as a creditable basis to reject WPC'’s proposal for 330kV transmission for the mid
west. We can only conclude that BP is not on balance willing to recommend against the
proposal. As presented, BP’s suggestions for further areas of consideration are minor, but
if not put in context have the negative potential to delay this important decision.

2. PB’s load projection in fact validates WPC'’s load projection and any argument supporting
the case against the extension because of this is invalid. This arises because the 1 to 2
years’ delay suggested by PB, due to the differences between BP’s and WPC's load
projections, is practically in the “noise” of such work, i.e. it is a not material difference.

3. The report fails in a number of technical areas, particularly with respect to continued use
of 132kV,

a. The capability of the existing system to maintain synchronism during faults is poor
now and should new generation be added in the region the existing problems will
be exacerbated,

b. Any delay to the 330kV will cause problems with its future installation. Any delay
will result in load increases, making the removal of the 132kV line more difficult
when the 330kV expansion is finally undertaken. If taken to the extreme, the
existing 132kV line will not be able to be taken out of service and a new 330kV
easement will be needed. It should be noted that the relatively new dual circuit
132KV line did not resolve the problem from very long. It should have been built at
330kV. This mistake should not be allowed to happen again.

c. The resulting increase in complexity of the 132kV system arising from marginal
augmentations and the consequent risk this poses from the potential that there will
be more frequent and severe outages in the region has not been addressed

Any argument that 132kV is a practical, commercial or technically valid option has not
been substantiated, nor has the report sufficiently addressed the associated technical
problems. Consequently, Extension Hill does not believe that the 132kV augmentation is
a valid proposition and any argument against the 330kV expansion based on 132kV being
a valid option is flawed.



4. There are a number of comments that are unsubstantiated that are actually incorrect,
mostly arising from a lack of understanding about the local competitive energy market.
Many comments are based on the premise that new gas is available, which is not the
case, to the extent at least that will result in a competitive gas supply side market in the
next 5 year period. Any argument supporting the case against the 330kV extension based
on the premise that gas is available is therefore invalid.

5. Extension Hilland Gindalbie have independently been to the market seeking power to
supply their projects and the winning suppliers have been from south west generators.
Any suggestion that the local generation is more competitive is incorrect and any
argument supporting the case against the extension because of this assumption is
therefore also invalid.

6. Failure to augment the system at 330kV in a timely manner will bottleneck mid west
generation expansion and any possibility of a secure connection and load transfer
between the two nhorth and south. Effectively two separate systems will be created and the
132KV will become a stranded asset.

The load projection has not included Extension Hill's demand, which is how certain. If the above
was not sufficient argument in itself to validate WPC proposal, then Extension Hill’'s demand
certainly does. Further, Gindalbie's load further supports the need for the expansion.

If the project demand for the two projects were supplied independently of the grid, the flow on
services and infrastructure demand in Geraldton would still be significant, i.e. port loading,
dewatering, workshops, more people in Geraldton and the like multiplier effects, which have not
been taken into account in the load projections.

Aftached is Extension Hill Pty Ltd’s more detained comment on the issues raised by PB in it
report for the ERA.

Finally, we cannot state strongly enough that the Extension Hill Pty Ltd is dependent on the
330kV extension proceeding on the time line proposed by WPC. We are available to attend your
offices to provide any further information you may need on this issue.

Thank you for the opportunity to make this submission.

Yours sincerely,
EXTENSION HILL PTY LTD

MATT DUXBURY
Manager Infrastructure Service



Extension Hill Pty Ltd Comments on the Parsons Brikerhoff Associates’ Report
for the Economic Regulator of Western Australia

Regarding the;

Western Power 330kV Mid-West Augmentation

Prepared and submitted by Matt Duxbury Managegsifucture Services, Extension
Hill Pty Ltd.

Following is Extension Hill's comments on the B o«.

1. Issue
The report suggests a delay of 1 (PB figure 1) ped&s may be possible based on
PB’s own forecast and an assessment of the loaddst method used by WPC.

Comment

We would contend that load forecasting in a siatiliy small population is a highly
uncertain exercise and it is reasonable to saywihhin the level of accuracy
possible, both WPC and PB provide the same loatést. PB’s summary is
qualified and states that a delay of 1 or two yésI&AY” be possible.

Further, PB states that it has only been able nalgct a “high level review” and we
would conclude that it has corroborated WPC casthfoexpansion, as there are no
“show stoppers” identified against the WPC 330kW@pmrsal.

To recommend against the expansion, given thelddgtd/PC’s analysis, on

anything other than the existence of a clear “shtmpper” requires a solid, detailed
case to be made against the proposal, which hdseeotdone! If the case was strong
that WPC had got it wrong, then a high level repguth as this, would be
acceptable, as the issues would have been irrédutab

The case presented by BP against the proposal lfy ¥/®eak and conditioned. We
contend therefore that the report actually provitesng validation of WPC’s
proposal.

2. Issue
The PB report does not address security in any imgfah manner.

Comment

The transmission lines in a network are the bacleldf the network, planning and
outage analysis is necessarily conservative. Tioe2lyears delay is not significant
in the life of the existing 132kV and in proceedingh the 330kV expansion
provides a slight lean to the conservative, shthedPB projection actually
materialize. This is sound transmission planning iarappropriate.



PB does not address how the latter expansion @d30kV is to be physically
achieved, while maintaining security in the regidrhe timing for building the
330kV line is dependent on the removal of one efekisting 132kV lines from the
metropolitan area to Eneabba. The time the lirgn will lessen the regional
security, which will only worsen as the load inges.

3. Issue
The region has had transient stability issues dimedungarra GTs were installed
some 20 years ago.

Comment

If it was as simple as installing some dynamic tigacsupply, this would have been
done, as there have been times when the addif\bmadarra capacity was sorely
needed and in the past competitively priced, esfigavhen pressed to use diesel
generation elsewhere on the grid instead.

The 132kV system was installed over 30 years agdhas served its purpose. To
consider enhancements at 132kV will take resouteaswill not be used once a new
330kV line is established. Since the 132kV sysieat its practical limit, and has
been for some time, it will become more complerperate as the load increases and
marginal enhancements installed. The regional aoatlbns and permutations of
generation, GTS, wind power, lines and loads, m#kesnanagement of the network
complex. Further controls will be needed with 432kV enhancement, leading to
further complexity being added onto an old systérhis is not good system
engineering, planning or economics. This approaok the risk of increased
outages, and of outages being more severe thanda simple systems. Systems at
their limit are more likely to cascade in failufeh robust systems.

4. Issue
PB has commented on thermal or load limitationtiedgto reactive issues and
voltage levels.

Comment

The regional transient problems relate also topealer transient flows. The
weakness of the connection between the south ametaeon in the north is a

limiting factor in the ability to connect furtheegeration in the north. Connection of
more generation at the current transmission voltagehe occurrence of
transmission faults, will likely lead to line outgycascading to separation of the mid
west from the south, as pole slipping occurs. T32kV system has reached its limit
in the respect. Again any attempt to augment 88kY system will add complexity
in control and management systems to an old syatehs fraught with risks. Also it
can only be at best a very short term solution.

Meanwhile, there is an inference in the report thatmooted 400MW coal and
168MW open cycle gas station could connect to #rstiag 132kV system, since



load transfer is changed to a southerly directidfe cannot understand how such
additional generation could be suggested to “h&ipsituation.

5. Issue
Supply of block load versus island grid has beentiored as a factor that if it
happens, it will reduce demand on the grid.

Comment

This comment shows a complete lack of understanafitige current WA gas supply
and of the cost of generation. The current lackvaiilability of gas and its price
makes it uncompetitive to take supply from any opgele gas generator. It will be
a minimum of 5 years before the gas supply is im@dosufficiently to supply new
industry. The gas supply side will not ease befbes and price will remain high.
Without the back bone of a transmission grid inrgion, access to competitive
alternative generators and fuels will not occurnd Mrest development will choke.

6. Issue
Transmission’s roll in producing economies of sgalgeneration

Comment

The report fails to recognize the benefit of getienaeconomies of scale. Those
economies at present relate to large coal plantaagéd gas based cogeneration. The
latter in particular cannot be used in the mid wéghout there being a suitable host
for heat. Without a good transmission back boeselgenerators in the south west
cannot supply the mid west and the benefits cabaoealized to the Western
Australian a community.

7. Issue
PB suggests that demand side measures may coatttbtite lowering of demand
growth.

Comment

BP fails to comment on the make up of industry awhdt drives mid west regional
demand. In the domestic and small businessesrseati® notoriously difficult to
achieve any meaningful demand side initiativesthed persistence is questionable.

The big industry in the mid west is mining related] tends to be 24 hour 7 day
operations. Demand side management opportunitgtiseal in these operations.

To make the comments that demand side can corgribubad reduction is an easy
statement to make that sounds like it has substntén the context of the mid west
it is a distraction and should not be considerethémix.

If miners did have generation, and it would be eli@sd very expensive, then it
would add to the generation in the area, bringwia further complication to an



otherwise already complex system. Given the whbMungarra cannot run now,
additional generation without transmission augm@ntds not the answer.

Further, miners do not shed load for dollars.

8. Issue

PB seems to infer that the losses in transmiss@n fieneration in the south
servicing loads in the mid west may make local ga&tien competitive. Stating that
“as a result, mid west loads will largely be supglby local sources, notably thermal
generation...”

Comment

Given the only developable local generation fuelilable to support projects coming
on line in the next 2 — 4 year time frame in thel mest is gas off the DBNGP, this is
again a demonstration of the lack of understandirte WA energy market. The
losses currently are of the order of 0.4c/kWh farj#igernation, gas generation in
open cycle GTs in the region is about 14 c/kWhraxmately 4c more expensive
than the total deliver energy cost. The lossesarerder of magnitude less that the
base energy cost.

Consequently, the real situation is the exact oppo$ the statement made by PB.

Any coal development in the mid west is about Syeavay, due to a very difficult
approvals process. Further, the prospect of adtlisggeneration and expecting that
the increasingly skinny 132kV lines will be suitalals a connector to the southwest is
technically flawed.

9. Issue
Page 10 of the report states “This reflects theettatty faced by developers within
their projects approval processes, including mamgenous factors...”.

Comment

BP is commenting on the uncertainty of the develgpevelopment time line in
terms of the realisation of increased regional deibut neglects to mention that the
availability of power is one of the biggest uncattias for projects. A good
transmission back bone provide access to a nunilwenapetitive generating sources
and greatly diminishes the uncertainty of powermpdym the region.

10.Issue
On page 11 of the PB report, PB comments that thescast is “smoother” than
WPC'’s.

Comment
We fail to understand the significance. It casb&seless aspersion against WPC'’s
forecast based on smoothness. The real worldstatestically small population such



as the mid west has a higher level of uncertaimiy tsamples on large populations.
This is why WCP must be conservative in the denfaretast assessment.

If the WPC and PB projection plots are comparee stihall delay of PB compared to
WPC fails to be convincing and in our opinion adliugalidates WPC's projection.

11.Issue
In table 2 item 2, PB puts forward the option ofi@ncing the 132 kV system, by
building a second Eneabba to Three Spring line.

Comment

PP has at no point in the report commented oniffieulty of obtaining easements.
The current local community sentiment will forebtaly new easement aside the
existing line.

There is a practical community barrier to justatisig more lines. In the case of the
southern leg of the 330kV proposed by WPC, it idlbuilt on the alignment of the
dismantled existing single circuit 132kV line arallas not had the community back
lash that the northern section has generated.n&kiepractical augmentation to three
springs will be at a higher voltage with the remafahe existing132kV line. The
community is much more amenable to replacement @asting line with a new

line, even if built along side the existing, folled be latter removal of the existing
line.

PB’s seeming suggestion for a 132kV augmentatiatesyy fails to address the need
to remove the 132kV line to Eneabba from PertHlamaeconstruction of any latter
330KV line. The larger the load grows to the nafteneabba, the more difficult it
will be to enhance the southern section with owtgrarestrictions, or creating a new
line easement.

Logically the timing is right to secure the regiswwapacity by building the southern
section of the 330kV in the existing 132kV easemd?B fails to address the logistics
of this in there report.

12.Issue
PB suggests, page 17®ullet point, that private generators should pievévidence
the ability to supply “competitive” generation &landed loads.

Comment

We have been to the market for 110MW of generatapgacity and the potential
islanded proponents were more expensive than gtigebased suppliers. Gindalbie
have announced that their supplier is Verve anthawe also selected a south west
grid based supplier, yet to be announced.

This is prima facea evidence that the grid enhaecgims needed to support mid west
development with access to a number of power seigplo create competition. The



proponents advocating that the network enhanceimet needed, as they can
supply demand directly, have a clear vested interes

13.Issue
On page 17, 4th bullet point, BP suggests thaty bre economic for some to use
small gas reciprocating engine power stations.

Comment

This is again a profound demonstration of the laicknderstanding of the current
cost of supply of various options in WA. The otilye such a station will be
commercial is if the load is close to a gas pipehnd cannot get access to the
network, in which case, it was never a load tortmduded in the load projections.
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