Clean Energy

Investor Group
50 Camberwell Road Hawthorn East VIC 3123

11 February 2025

Mr. Daniel Westerman

CEO, Australian Energy Market Operator

Australian Energy Market Operator

Lodged via email: forecasting.planning@aemo.com.au

Dear Mr Westerman,

Response to AEMO’s Draft 2025 Inputs Assumptions and Scenarios Consultation
The Clean Energy Investor Group (CEIG) welcomes the opportunity to provide feedback
on the AEMO’s Draft 2025 Inputs Assumptions and Scenarios Consultation published in
December 2024.

CEIG represents domestic and global renewable energy developers and investors, with
more than 16GW of installed renewable energy capacity across more than 76 power
stations and a combined portfolio value of around $38 billion. CEIG members’ project
pipeline is estimated to be more than 46GW across Australia. CEIG strongly advocates
for an efficient transition to a clean energy future on behalf of the investors who will
provide the low-cost capital required for this transition.

Key Points

e CEIG commends AEMO for its transparent and robust engagement process in
developing the Draft 2025 Inputs, Assumptions, and Scenarios Report (IASR).

e ThelASRis vital for investors as the AEMO publications that flow from this work
give investors economic information on which to base clean energy investment
plans.

¢ CEIG supports the refinement of the Green Energy Exports Scenario to focus
on the industrial applications with reduced focus on the export of hydrogen as
an energy carrier.

e CEIG believes that refining the Green Energy Exports Scenario will be
particularly useful to support policy development across multiple government
agencies to attract private capital from clean energy investors that will drive
regional benefits and job creation, improve Australia’s energy security and
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ensure Australia's economy remains competitive throughout the energy
transition.

e CEIG recommends that AEMO include a sensitivity analysis that considers
varying timings for environmental and planning processes.

e Including this sensitivity analysis would enable AEMO to identify and
communicate potential risks, thereby supporting informed investment and
policy decisions.

e CEIGis concerned that the ISP remains highly sensitive to wind capacity factor
assumptions.

e To improve accuracy and reduce this sensitivity, we recommend allowing
confidential submissions of high-quality, on-site wind measurement data to
calibrate  AEMO’s wind resource maps, conducting targeted sensitivity
analysis on key REZs, and refining turbine power curve selection based on
modelled wind speeds.

e CEIG welcomes AEMO’s commitment to consult with VicGrid on the
development of Victorian REZs and looks forward to CEIG’'s concerns around
the transitional arrangements within the GIA being considered.

GENERAL COMMENTS

CEIG commends AEMO for its transparent and robust engagement process in developing
the Draft 2025 Inputs, Assumptions, and Scenarios Report (IASR). The IASR is critical for
the development of AEMO’s Electricity Statement of Opportunities, Gas Statement of
Opportunities and Integrated System Plan (ISP) and therefore is vital for investors as
these publications give investors economic information on which to base clean energy
investment plans.

CEIG supports the clear commitment to engaging stakeholders and commends AEMOQO's
structured consultation process, particularly the incorporation of feedback from the 2024
ISP and previous consultations, and the commitment to stakeholder transparency. The
comprehensive approach ensures inclusivity and builds investor confidence in the
robustness of AEMQ’s scenario planning.

CEIG looks forward to engaging in the forthcoming Stage 2 consultation, which will delve
into emissions reduction parameters and complementary inputs necessary for aligning
with Australia's decarbonisation goals. AEMO’s staged approach provides clarity and an
opportunity to refine assumptions critical to long-term investment planning.

SCENARIOS

CEIG commends AEMO'’s use of scenario planning to navigate the uncertainties inherent
in Australia’s energy transition. Scenarios are essential for capturing diverse pathways to
decarbonisation, testing the resilience of system investments, and identifying potential
risks and opportunities under varying economic, technological, and policy conditions. By
presenting plausible futures such as Green Energy, Step Change, and Progressive
Change, AEMO provides a robust framework to explore the range of outcomes that could
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shape the National Electricity Market (NEM). CEIG supports the breadth and ambition of
these scenarios while encouraging refinements to ensure they reflect the realities faced
by clean energy investors and stakeholders.

CEIG supports the refinement of the Green Energy Exports Scenario

CEIG has previously emphasised the need for a scenario that balances the ambitious
objectives of the Green Energy Exports narrative with practical pathways addressing
challenges such as market readiness, workforce capabilities, and infrastructure
demands.! This balance is critical to ensuring scenarios remain credible to investors and
actionable for policymakers.

Considering this, CEIG supports the refinement of the Green Energy Exports Scenario to
focus on the industrial applications, with a reduced focus on the export of hydrogen as an
energy carrier under the name Green Energy Industries.

CEIG recommends the Green Energy Industries scenario reflects a realistic pathway for
scaling hydrogen and other green energy exports, emphasising coordinated
infrastructure development and detailed assumptions about global market dynamics and
Australia’s competitive position.

CEIG emphasises that this scenario should be credible, ensuring assumptions around
technology costs, workforce readiness, and community acceptance reflect on-ground
realities to maintain investor confidence.

CEIG believes that refining this scenario will be particularly useful to support policy
development across multiple government agencies to attract private capital from clean
energy investors that will drive regional benefits and job creation, improve Australia’s
energy security and ensure Australia’s economy remains competitive throughout the
energy transition.

SENSITIVITIES

CEIG acknowledges the importance of sensitivity analysis in addressing the inherent
uncertainties within AEMO’s planning and forecasting processes. Sensitivities enable
investors to understand the potential impact of key variables on the energy system’s
development, investment needs, and risk profiles. By systematically testing alternative
assumptions, such as changes in financing conditions and infrastructure delivery
timelines, sensitivity analysis enhances the robustness of the Integrated System Plan (ISP)
and its alignment with real-world challenges. The following recommendation outline a key
sensitivity that CEIG believes is critical for informing investment decisions and supporting
the effective delivery of Australia’s clean energy transition.

CEIG recommends the inclusion of a sensitivity for environmental and planning
assessment timeframes

" CEIG Submission: 2025 IASR Scenarios
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CEIG recommends that AEMO include a sensitivity analysis that considers varying timings
for environmental and planning processes. This recommendation is grounded in the
critical role these processes play in shaping project development timelines, investment
certainty, and the achievement of Australia’s decarbonisation targets.

CEIG Members have cited environmental and planning assessments as the most
significant sources of uncertainty and delays in clean energy projects. These processes
are influenced by factors such as consistency and efficiency of assessment approaches,
regulatory efficiency of the referrals process, resourcing, and administrative processes.

By modelling variations in these timelines, AEMO would provide a more realistic and
robust framework for assessing the feasibility of infrastructure delivery schedules. Delays
in environmental and planning processes can defer project revenue streams, increase
costs, and undermine confidence in market forecasts. Including a sensitivity analysis
would enable AEMO to identify and communicate potential risks, thereby supporting
informed investment and policy decisions.

Timely project delivery is critical to meet growing electricity demand and achieve
Australia’s net-zero targets. Accounting for variability in planning timelines would allow
AEMO to develop contingency strategies, such as alternative pathways or interim
solutions, that ensure the resilience of the electricity system under different scenarios.

Including this sensitivity would demonstrate AEMO’s commitment to engaging
meaningfully with industry stakeholders and enhances the credibility of the ISP,ensuring
that it reflects the realities faced by clean energy developers and investors.

In modelling the sensitivity, CEIG recommends that AEMO model:

e Accelerated timelines, reflecting improvements in regulatory efficiency or
successful reforms.

e Baseline timelines, reflecting current average Commonwealth and jurisdictional
approval durations.

e Extended timelines, reflecting potential delays due to regulatory hurdles or poor
resourcing.

This sensitivity analysis would better inform the overall planning and decision-making
framework and position the ISP as a tool that effectively balances ambition with
practicality.

INPUTS AND ASSUMPTIONS

CEIG welcomes AEMO’s comprehensive approach to developing the inputs and
assumptions in Stage 1 of the Draft 2025 IASR. As clean energy investors, our members
rely on transparent, realistic, and well-informed parameters to underpin decision-making,
assess risks, and allocate capital effectively. While CEIG generally support the inclusion
of these assumptions, we note several areas where further detail or refinement would
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enhance investor confidence. The following outlines CEIG’s perspective on key inputs and
assumptions, highlighting areas of support and potential improvement.

Emissions and Climate Assumptions
CEIG commends the inclusion of assumptions aligned with Australia’s emissions

reduction targets, recognising their importance in modelling pathways to net zero. These
inputs are crucial for ensuring compatibility with global decarbonisation efforts and
investor expectations.

CEIG recognises that investors would benefit from a detailed breakdown of NEM-wide
carbon budgets and their state-level allocations. This would clarify the expectations on
clean energy deployment at regional levels, aiding in investment planning. Considering
this, CEIG looks forward to reviewing these in Stage 2 of the consultation.

Wind Capacity Factor Assumptions

CEIG is concerned that the ISP remains highly sensitive to wind capacity factor
assumptions, some of which appear inaccurate. These assumptions heavily influence REZ
development and transmission planning, potentially leading to suboptimal infrastructure
investments.

The ISP assumes wind capacity factors in the SW-NSW REZ (N5) are below 30%, despite
significant wind projects in development with data indicating much higher capacity
factors. Without a process for incorporating confidential measurement data, the ISP risks
underestimating this REZ’s importance, leading to misaligned transmission investments
(e.g., Project EnergyConnect).

To refine wind maps and capacity factor traces, CEIG recommends AEMO should allow
confidential submission of high-quality wind speed data.

To further improve planning, CEIG recommends AEMO to conduct sensitivity analysis on
key REZs to determine the impact of wind capacity factor variations on REZ build-out and
transmission planning, focusing on high-uncertainty or strategically important zones.

Additionally, CEIG recommends that AEMO should use REZ-specific turbine power
curves to better reflect real-world performance, narrowing discrepancies between
modelled capacity factors without altering site rankings.

Existing Generator and Storage Assumptions
Clear and transparent assumptions regarding coal closure timelines and storage facilities
are vital for assessing system adequacy and guiding investment in replacement
technologies. CEIG supports the inclusion of up-to-date data on existing, committed, and
anticipated generators and storage projects.

Financing Parameters
CEIG supports the inclusion of financing parameters that accurately reflect the costs and
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risks faced by investors. Transparent modelling of these inputs by Oxford Economics
Australia (OEA) provides a clearer picture of investment requirements and potential
barriers.

CEIG looks forward to updated analysis from OEA that includes the market’s response to
the inauguration of President-elect Trump, the Federal election in Australia and changes
to interest rates.

Value of Greenhouse Gas Emissions Reduction

CEIG supports assigning value to emissions reduction as this provides a critical basis for
comparing pathways and prioritising projects that deliver the most efficient outcomes for
the energy transition.

Renewable Energy Zones
Assumptions around the pace and scale of REZ and transmission buildouts are pivotal.

Delays in REZ and transmission infrastructure development represent a significant risk
for clean energy projects. CEIG supports detailed and transparent assumptions to better
reflect real-world challenges and opportunities.

CEIG welcomes AEMO’s commitment to consult with VicGrid on the development of
Victorian REZs. Whilst CEIG is currently responding to VicGrid's consultation on Grid
Impact Assessments (GIA), it is timely to flag a key risk under current GIA proposal. A very
short grace period, of approximately 9 months, has been proposed for projects already in
development to secure grandfathering. Projects that began development years ago are
now at risk of becoming uninvestable.

CEIG thanks the AEMO for the opportunity to provide feedback on its Consultation Paper
and looks forward to continued engagement on those issues. Our Head of Policy and
Advocacy can be contacted at marilyne.crestias@ceig.org.au if you would like to further
discuss any elements of submission.

Yours sincerely,

o

Marilyne Crestias

Head of Policy and Advocacy
Clean Energy Investor Group Ltd
W: Www.ceig.org.au




