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25 July 2025

Hon. Dr Jim Chalmers MP

Treasurer of Australia

Commonwealth Treasury

Lodged online via the consultation portal

Dear Treasurer,

Response to Commonwealth Treasury’s consultation on the Economic Reform
Roundtable

The Clean Energy Investor Group (CEIG) welcomes the opportunity to provide our views
on the Commonwealth Treasury’s priority reforms to consider as part of the Economic
Reform Roundtable scheduled for August 2025.

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

General comments

o CEIG welcomes the Economic Reform Roundtable as animportant step to explore
reforms that enhance productivity, build economic resilience, and support long-term
fiscal sustainability.

¢ According to CEIG’s 2025 Clean Energy Outlook, Australia is currently ranked
only “somewhat attractive” for clean energy investment, but targeted reforms to
economic and energy productivity could shift Australia to a ‘leading’ position.

o« Over 70% of capital needed for the net zero transition is expected to come from
foreign investors, underscoring the importance of reforming inefficient
investment settings that are delaying projects and increasing costs, risks that
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could ultimately shift the burden to public financing.

FIRB

CEIG is concerned that FIRB processes are creating bottlenecks for large-scale

renewable energy projects, particularly at early development stages when capital

is most risk-sensitive.

+« Renewable energy projects face disproportionately low FIRB thresholds (as low
as $15m or zero), especially on agricultural or vacant commercial land, triggering
unnecessary and excessive reviews and delays.

o Case-by-case assessments and geopolitical concerns are delaying deals, reducing
investor certainty, and shrinking the pool of available foreign capital.

o Without FIRB reform, Australia risks losing investment to countries with more
transparent and efficient foreign investment frameworks.

e CEIG recommends FIRB reform, including clear engagement rules, reliable
timelines, updated thresholds, consistent guidance, a fast-track pathway for
clean energy under the FMIA agenda, and consider an exemption for renewable
projects from the residential land acquisition ban.

Capital Gains Tax Reform

o CEIG also is concerned that the proposed Capital Gains Tax reforms will lead to
capital flight and thus a shrinking project pipeline and, as with FIRB, particularly
at early stages of the development pipeline.

o Globalinvestors have begun to consider Australia to have sovereign risk because
of the quantity and pace of reforms, with this particular reform proving a tipping point
to reconsider investing in Australia.

o For projects that do proceed, the additional cost will raise wholesale prices that
will eventually result in higher consumer prices.

e The current regime requires reform to ensure fairness and clarity for all investors,
domestic and foreign.

e CEIG recommends the reform treat clean energy as personal property for all
investors to support Australia’s ambitious clean energy and advanced
manufacturing goals as codified in legislated targets and the Future Made in
Australia Act, along with increasing productivity.

Superannuation reform

e The YFYS performance test is discouraging long-term investment in clean
energy and other future-focused sectors by relying on outdated benchmarks.

e CEIG supports urgent reform to modernise the YFYS framework, including
integrating the test with APRA’'s heatmaps, introducing a clean energy infrastructure
asset class, enabling alternative benchmarks for ethical investing, and strengthening
benchmark governance.

o Regulatory and structural barriers are limiting super funds’ ability to align
portfolios with climate goals and scale investment in clean energy.
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o CEIG supports targeted reforms to correct market signals and unlock super
capital for the net zero transition, including improved climate disclosure, clearer
trustee duties, standardised emissions valuation, and new investment pathways —
starting with a pilot via the Future Fund.

GENERAL COMMENTS

CEIG welcomes the opportunity to contribute to the Economic Reform Roundtable on
enhancing productivity, improving economic resilience and strengthening budget
sustainability. We understand the Roundtable is being convened to unlock new ideas and
build consensus around reforms that can drive stronger national outcomes.

This process will be informed by the Productivity Commission’s five productivity inquiries,
which CEIG has actively engaged with through written submissions and direct
engagement with the Commission'2,

CEIG’s 2025 Clean Energy Outlook ranks Australia as only ‘somewhat attractive’ in the
global energy investment landscape®. With targeted improvements to economic and
energy productivity, Australia has the potential to shift into a globally ‘leading’ position.

Importantly, over 70% of the capital required to stay on track with the Government’s net
zero goals is expected to come from foreign investors, in line with past investment trends.
These foreign capital inflows, and the skills and technology transfer they enable, will be
critical to delivering the Future Made in Australia (FMIA) agenda, driving the energy
transition, and strengthening Australia’s global leadership ahead of COP31.

However, policy and regulatory barriers, particularly in foreign investment, taxation, and
superannuation, are limiting capital flows into sectors critical to long-term productivity and
economic resilience.

Australia’s foreign investment regulatory settings are increasingly acting as a barrier to
this investment, particularly in the renewable energy sector. CEIG members and other
foreign investors are encountering growing challenges which are leading to project
delays, increased transaction costs, and in some cases, abandoned investments. At the
same time, regulatory disincentives within the superannuation system are limiting the
ability of domestic capital to fill the investment gap.

If foreign investors are deterred, and super funds are disincentivised, the shortfall in

funding will likely need to be met through public financing, placing greater pressure on the
Federal Budget and Australian taxpayers.

FOREIGN INVESTMENT REVIEW BOARD (FIRB)

T CEIG (Jan-25) Australia’s Productivity Pitch
2 CEIG (Jun-25) Australia's Productivity Inquiries
3 CEIG (Jul-25) 2025 Clean Energy Outlook



https://www.ceig.org.au/wp-content/uploads/2025/01/CEIG-Submission_Australias-Productivity-Pitch.pdf
https://www.ceig.org.au/wp-content/uploads/2025/06/CEIG-Submission_Australias-Productivity-Inquiries.pdf
https://www.ceig.org.au/wp-content/uploads/2025/07/2025-Clean-Energy-Outlook_CEIG-Annual-Member-Survey-Results-2.pdf
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Foreign investment decisions are guided by advice from the Foreign Investment Review
Board (FIRB), which assesses foreign investment proposals and advises on national
interest implications. However, the current operation of FIRB processes is increasingly
creating bottlenecks for large-scale renewable energy projects, particularly during the
early development stage when capital is most sensitive to risk and uncertainty, and
reducing the competitiveness of foreign investors in the acquisition of renewable energy
projects.

Renewable energy projects often face stricter thresholds and more frequent reviews than
comparable investments in other sectors. This is particularly the case where land is
classified as agricultural or vacant commercial. These classifications can trigger low FIRB
thresholds (as little as $15 million or even zero) capturing early-stage or greenfield
projects that are most sensitive to investment risk. In contrast, developed commercial land
attracts significantly higher thresholds. For foreign government entities, FIRB approval is
required regardless of land classification or value. There is currently no exception under
FIRB policy that allows foreign investors to acquire residential land with established
dwellings for the purpose of developing renewable energy projects. This can limit site
flexibility in certain contexts and may warrant review where the land is not intended for
residential use.

This approach creates regulatory inefficiencies, especially for projects that span multiple
land types or progress through various development stages. Even where land thresholds
are not exceeded, projects may still be subject to FIRB scrutiny on national security
grounds, adding further complexity and risk. The Commonwealth Government may wish
to review the appropriateness of those settings, or whether they create an unnecessary
burden.

Additionally, FIRB applications are required even if an entity’s structure consists of a
foreign trustee acting on behalf of a trust with Australian beneficiaries that does not itself
meet the threshold for foreign persons. This creates unnecessary and excessive cost and
delay where the trustee acts solely as a conduit and all rights and benefits of the relevant
transaction ultimately belong to Australian investors. Internal reorganisations also attract
FIRB fees and scrutiny.

The FIRB process can add months to project timelines, particularly when triggered late in
development or during major transactions. The case-by-case nature of assessments
introduces uncertainty and makes deal structuring more difficult. Some foreign investors,
particularly those from Asia and the Middle East, face additional scrutiny or informal
limitations due to geopolitical concerns, reducing the available pool of capital for clean
energy projects and complicating financing, acquisitions, and sales of these projects. In
some cases, this has led to deals being abandoned or capital being redirected to more
predictable markets.

The FIRB approval process requires reform to allow smoother capital inflows. Australia’s
competitors, including China and the EU, are attracting clean energy investment with more
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transparent, efficient, and coordinated foreign investment frameworks. Without
meaningful FIRB reform, Australia risks losing ground in the global competition for clean
energy capital.

Recommendations for reform

To ensure FIRB supports rather than hinders Australia’'s energy transition, CEIG

recommends the following:

e Clarify the rules of engagement with FIRB to provide greater predictability for
investors, including clearer guidance on how foreign company and trust structures can
be configured to meet approval requirements;

¢ Introduce clear and reliable timelines for the FIRB approval process to reduce delays
and support more efficient investment planning;

¢ Ensure federal and state investment bodies provide consistent, coordinated advice on
FIRB processes and clean energy priorities;

e Use the FMIA agenda to prioritise and streamline FIRB assessments for clean energy
projects aligned with national objectives;

¢ Modernise FIRB thresholds for agricultural and vacant commercial land to reflect
current market values and reduce unnecessary and excessive regulatory capture;

¢ Recognise developed renewable energy sites as infrastructure rather than agricultural
or commercial land for FIRB purposes, with the option to revert classification following
remediation; and

e Consider establishing the development of renewable energy projects as a recognised
exception to the policy of prohibiting foreign investors from acquiring residential land
with established dwellings.

CGT

To date, foreign investors have supplied a significant majority of the capital for Australia’s
energy transition. Meeting the legally binding targets of 43 percent emissions reduction
and 82 percent renewable energy generation by 2030 will require the same proportion
and possibly even higher. While many superannuation funds have set climate goals, for
the reasons explained below, their investments in the clean energy sector have
overwhelmingly been in other countries because regulatory settings and returns are more
favourable than in Australia. CGT reforms, like other tax reforms, need to support
Australia’s mandated targets, the FMIA plan, and should seek to be as efficient as possible
to support productivity growth. The reform as proposed, though, will discourage foreign
investment in clean energy at exactly the moment Australia needs policy reforms that will
attract more of it.

CEIG supports updating the foreign capital gains tax (CGT) regime and the Government’s
aims to clarify it, aligning domestic Australian and foreign residents’ CGT outcomes, and
adhering to international best practices. However, classifying clean energy assets as ‘real
property’ for the purpose of foreign resident CGT treatment would be significantly
inconsistent with the tax treatment of clean energy assets in other OECD markets. For
example, Canada, Germany, the Netherlands, the United States and the United Kingdom
all have exempted clean energy infrastructure from foreign capital gains taxation while
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other OECD jurisdictions have effective tax rates ranging from 10% to slightly negative.
Moreover, the proposed solution will add complexity and significant costs to clean energy
investments when Australia already struggles to compete for global capital.

Foreign investment is expected to continue to comprise the bulk of capital underwriting
projects. CEIG remains concerned that the reforms as proposed risks decreasing
investment and shrinking project pipeline at exactly the time Australia needs to accelerate
both.

Medium-term foreign investors, those that deploy capital on 5-10 year cycles and typically

have larger appetites for more innovative technologies and business models, will be the

most affected by these reforms, including ‘greenfield investors.” These investors are

critical to a robust pipeline of projects because they:

e Bring valuable experience from other markets;

e Have relatively high-risk appetites;

¢ Tend to adopt new, innovative technologies earlier than domestic investors;

¢ Invest relatively large quantities of capital; and

e Carry capital risk throughout the stages of development, construction and early
operations before transferring long-term ownership to more efficient sources of
capital, such as superannuation funds.

Medium-term foreign investors have so far been the most significant investors in the
development of Australia’s onshore wind, large-scale solar, and battery energy storage
system landscape.

Like many other reforms across Australia, this one is proposed to develop on a timeline
much shorter than the timeline required to develop clean energy projects. Consequently,
investors now face significantly altered returns compared to when they first began
investing to develop their projects. This has led them to evaluate whether to continue
developing individual projects and their overall exposure to the Australian market. Fewer
projects, and the higher costs of remaining projects, not only risk achieving Australia’s
clean energy and advanced manufacturing ambitions, but also increase the risks to power
system security and will lead to higher whole prices that will ultimately be passed on to
consumers.

CEIG recognises that the current CGT regime is confusing and unequal for domestic and
foreign investors and supports reforms that will provide clarity and equal footing for all
clean energy investors. To align with Australia’s needs to increase productivity, achieve
clean energy targets, and support the FMIA plan, CEIG encourages the reform classify
clean energy infrastructure as a type of personal property for taxation purposes for all
investors, in line with standard decommissioning practice and with tax treatment by
Australia’s peer nations. This will align with peer nations in the OECD and elsewhere and
bolster Australia’s business case in the competition for global capital, especially for
medium-term and other investors with high appetite for innovative technologies and
business models that support boosting productivity.
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CEIG also recommends careful transitional arrangements, perhaps like those used when
reforming the stapled structures regime.* Without a transitional period, any reform will
exacerbate the sovereign risk associated with foreign investment in Australia.

SUPERANNUATION REFORM

Reform the YFYS performance test

Australia’s $4.1 trillion superannuation system is one of our greatest national assets, and
there is a significant opportunity to align it with the productivity and investment challenges
of our time.

However, the Your Future, Your Super (YFYS) performance test is unintentionally
discouraging long-term investment in the sectors that will underpin Australia’s future
productivity, particularly clean energy infrastructure. The test uses outdated benchmarks
based on historically strong-performing legacy infrastructure, often dominated by fossil
fuel assets. This creates a bias that penalises investment in newer, unlisted asset classes
like renewables, even if they are strategically sound and aligned with long-term member
interests. As a result, super funds are often disincentivised from investing in clean energy
to avoid failing the test.

There is an urgent need to update the YFYS framework to reflect the evolving economy
and support net zero goals. CEIG supports the reform options proposed by Future Super,
including®:

¢ Integrating the test with Australian Prudential Regulation Authority’s (APRA) heatmaps;
¢ Introducing a clean energy infrastructure asset class;

¢ Allowing alternative benchmarks for responsible or ethical investing; and

¢ Improving the governance of benchmark indices.

Without reform, Australia risks narrowing the pool of capital needed for the transition,
increasing transition costs for the government by up to 13%, and missing out on major
economic and climate benefits®.

Other opportunities to increase super participation in the energy transition
Regulatory and structural barriers continue to limit super funds’ ability to align their
portfolios with Australia’s climate goals. Current policy settings, including the Best
Financial Interests Duty (BFID), voluntary climate guidance (CPG 229), and gaps in
emissions reporting, do not create strong incentives to decarbonise portfolios or scale
investments in clean energy.

Targeted reforms are needed to strengthen market signals, reduce the green premium,

4 That reform introduced a 7-year transitionary period for existing arrangements and a 15-year transition
period for existing economic infrastructure staples. See Australian Government (Mar-18) Stapled Structures,
Details of Integrity Package.

5 Future Group (Apr-24) Submission to the Annual Superannuation Performance Test - Design Options

6 Mandala Partners (Apr-24) Superannuation and climate change: Better returns for a better climate
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and unlock the full potential of superannuation to support Australia’s transition to net zero.

CEIG would support several reforms to better align the super system with climate risk and

net zero goals, including:

¢ Maintaining and strengthening climate-reporting disclosure frameworks;

¢ Embedding climate into investment decision-making and governance;

e Clarifying super trustees’ duties;

¢ Introducing consistent emissions valuation tools;

¢ Amending the BFID; and

e Creating new investment pathways to unlock super capital for clean energy
infrastructure.

These reforms could initially be piloted by the Future Fund, whose updated mandate now
requires it to consider national priorities like the net zero transition, housing supply, and
infrastructure, before being extended across the broader super sector’.

CEIG thanks Commonwealth Treasury for the opportunity to provide feedback on its
Economic Reform Roundtable 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 this
submission.

Yours sincerely,

Marilyne Crestias

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

7 Treasury (Nov-24) Future of the Future Fund
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