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Executive summary

When implementing the NSW Renewable Energy Sector Board’s plan for the NSW renewable
energy sector (our plan) in its tenders, AEMO Services has reported some challenges in translating
our recommendations into contractually binding commitments.

The following clarifications are made in this addendum to address the issues raised by AEMO
Services (section 2):

1. Calculation of the denominators for the development and operations and maintenance phases,
along with the definition of total project contract value

Definition for local steel products and components, and clarification of the denominator

The need to provide guidance to proponents on alternative approaches that would be acceptable
if they are unable to meet quantitative minimum requirements

4. Alignment of workforce categories, including for learning workers and apprentices, First Nations
participation and underrepresented groups.

We note AEMO Services has already implemented clarifications to the denominators in tenders run
to date, in consultation with us.

We also recommend an increase to the minimum requirement for First Nations participation to 3%.
The minimum requirement was originally set at 1.5% in our plan published in September 2022.

To enhance implementation of our plan, we have recommended minimum requirements for
employment of women sub-criteria (section 4).

We have also provided guidance for proponents on how to estimate local content (section 5).

The clarifications and enhancements in this addendum also apply to EnergyCo when implementing
our planin its tenders.

We are satisfied our plan and this addendum are consistent with Australia’s trade obligations and
protect the financial interests of electricity customers.

Many of the matters covered in this addendum require the development of further guidance for
projects proponents, to:

e help them estimate local content for their projects
e ensure consistency and a level playing field.

We will commence work on developing this guidance, in collaboration with AEMO Services, as soon
as practicable following publication of this addendum.

Table 1 sets out the Board’s recommendations on minimum requirements and stretch goals for the
first LTESA tenders, REZ access rights allocations and network infrastructure projects for merit
assessment. Table 1is the same as Table 2 in our plan published in September 2022 except for an
amendment to the minimum requirement for First Nations participation to 3%.
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Table 1. Minimum requirements and stretch goals in merit assessment

Theme: Supply chain inputs | Criteria Minimum requirements
Wind

Solar Pumped hydro Battery storage  Network projects

Development phase 40% 49% 66% 23% 68%

Operations and maintenance phase 51% 71% 61% 35% 78%
Steel products and components using locally 10% 95% 30% 95% Maximise to the
milled steel extent possible

Wind Solar Pumped hydro Battery storage | Network projects
Development phase 72% 81% 86% 78% 93%
Operations and maintenance phase 76% 81% 82% 79% 89%
Steel products and components using locally 95%
milled steel
S| G B e EA e Learning workers (% of total project workforce) 20% 40%
Apprentices (% of all trades positions on a project)  20% 30%
participation First Nations participation 3% 10%, or the goal in the region-specific

protocol under the First Nations
Guidelines, where stated

practice

Employment of underrepresented groups 15% 25%
Theme: Environmentally Numerical minimum requirements do not apply. Proponents are required to respond to evidence requirements to demonstrate
sustainable procurement environmentally sustainable procurement.
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1 Introduction

The former Minister for Energy established the NSW Renewable Energy Sector Board in February
2021 under the Electricity Infrastructure Investment Act 2020 (the Act).

The Act requires us to prepare and provide to the Minister a plan for the NSW renewable energy
sector, including the operation of the sector and the manufacture and construction of infrastructure
in the sector.

As required under the Act, our plan sets out how to cost-effectively achieve the following objectives:

e maximise the use of locally produced and supplied goods and services
e maximise employment of suitable qualified local workers
o foster opportunities for apprentices and trainees.

In preparing the plan, we also ensured it protects the financial interests of electricity customers and
is consistent with Australia’s trade obligations.

1.1 Effect of our plan

The former Minister approved our plan following consideration by the regulator, the Independent
Pricing and Regulatory Tribunal (IPART), and it was published in September 2022 (OECC 2022). The
Minister and the NSW Consumer Trustee must now take our plan into account when exercising their
functions under the Act.

The plan provides guidance to AEMO Services as the NSW Consumer Trustee, and Energy
Corporation of NSW (EnergyCo) as the Infrastructure Planner, on how to maximise the use of local
content and workers in generation, storage and network infrastructure projects under the Roadmap.
Our recommendations also apply to the allocation of renewable energy zone (REZ) access rights.

1.2 AEMO Services has considered our recommendations in
its tenders

AEMO Services considered our recommendations throughout all the tender processes it has run
under the Roadmap, including in eligibility criteria, merit assessment, due diligence and contractual
commitments.

As of April 2024, 4 AEMO Services tenders have closed:

e Tender 1for generation and long-duration storage awarded long-term energy service
agreements (LTESAs) to (AEMO Services 2023a):
— 3renewable generation projects with total capacity of 1,395 MW

— 1long-duration storage project with a continuous discharge capacity of 50 MW over at least
8 hours (or more than 400 MWh of electricity).

e Tender 2 for firming infrastructure awarded LTESAs to 6 projects representing 1,075 MW of
firming infrastructure with almost 3 GWh of energy storage (AEMO Services 2023e).

e Tender 3 for generation and long-duration storage awarded LTESAs to (NSW Government 2023d):
— 2renewable generation projects with capacity totalling 750 MW

— 3 long-duration storage projects totalling continuous discharge capacity of 524 MW over at
least 8 hours (or nearly 4,200 MWh of electricity).

e Tender 4 for generation infrastructure opened in October 2023 and sought an indicative amount
of 1,150 MW in generation infrastructure projects. The financial value bid stage closed in March
2024. Selected bids will be announced in June 2024, and local content outcomes will also be
known then.
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1.3 Purpose of this document

When implementing our plan in its tenders, AEMO Services has reported some challenges in
translating our recommendations into contractually binding commitments.

This document provides clarification of the issues raised by AEMO Services and recommends some
further enhancements to the implementation of our plan. These clarifications and enhancements
also apply to EnergyCo when implementing our plan in its tenders. The document also provides a
recommended increase to the minimum requirement for First Nations participation.

This addendum, which has been approved by the Minister, is intended to clarify information
contained in, form part of and be read jointly with our plan, also approved by the Minister and
published in September 2022 (OECC 2022). We will also carry through the clarifications and
enhancements set out in this document in the next full revision of our plan.

Noting our obligations under the Act and the Electricity Infrastructure Investment Regulation 2021,
we are satisfied that the clarifications and enhancements set out in this addendum:

e are consistent with Australia’s trade obligations
e protect the financial interests of electricity customers.

We are therefore satisfied our plan and this addendum together are consistent with Australia’s trade
obligations and protect the financial interests of electricity customers.

NSW Renewable Energy Sector Board’s Plan 2



2 Clarifications to AEMO Services

AEMO Services has raised the following issues in relation to our plan:

1. clarification of the denominators for the development phase and the operations and
maintenance phase’, and definition of total project contract value (TPCV)

2. definition for local steel products and components, and clarification of the denominator for this

3. the need to provide guidance to proponents on alternative approaches that would be acceptable
if they are unable to meet quantitative minimum requirements

4. alignment of workforce categories, including for learning workers and apprentices, First Nations
participation and underrepresented groups.

We note AEMO Services has already implemented some of these clarifications in its tenders, in
consultation with us.

It is important to note that the Board’s framework for minimum requirements and stretch goals is
intended to effect real positive change in the energy sector and bring additional benefits to local
industry, workers and communities.

2.1 Denominators for the development phase and the
operations and maintenance phase, and definition of
total project contract value

Our plan sets out separate minimum requirements for use of local supply chain inputs for the
development phase, and the operations and maintenance phase.

We had recommended the commitments and reporting against these should be expressed as value
(S) and percentage (%) of TPCV. AEMO Services suggested improvements to enable more effective
translation of the recommendations into a contractually binding project development agreement (PDA).

From Tender 2 onwards, AEMO Services has used the following denominators:?

e local content commitments for the development phase are measured against the total capital
expenditure (CAPEX) amount of the project

¢ local content commitments for the operations and maintenance phase are measured against the
total operational expenditure (OPEX) amount over the life of the project.

AEMO Services has also adopted the following definition for TPCV: the sum of ‘total CAPEX amount
of the project’ and ‘total OPEX amount over the life of the project’.

We note that in our plan, the development phase includes all costs from project inception to
completion of project commissioning. For clarity, any costs associated with project development are
also eligible expenditures for meeting our minimum requirements. These costs are sometimes
referred to as DEVEX, and are considered to occur prior to the final investment decision (FID).

We recommend AEMO Services allow development costs to be counted towards the ‘development
phase’ local content minimum requirements in future tenders.

With regard to imported inputs, AEMO Services does not directly stipulate how project developers
should account for exchange rate fluctuations and risk. However, AEMO Services does not accept
tender bids that contain costs and prices subject to variation because of fluctuations in currency
exchange rates. Project proponents are required to accept the risk of such fluctuations.

"In its tender documentation, AEMO Services refers to these as pre-commercial operations date (pre-COD)
and post-COD.

2 See NSW Electricity Infrastructure Tenders, Guidelines - Tender Round 4, October 2023 for further detail.
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2.2 Definition for local steel products and components, and
clarification of the denominator

2.2.1 Definition for local steel products and components

The minimum requirement for local steel products and components in our plan was based on an
estimate of steel components and products that small and medium-sized enterprises (SMEs) and
First Nations businesses in the local industry have the capacity to produce. This was to ensure
consistency of our plan with Australia’s international trade obligations.

Steel products and components integral to a component or product not available locally at the time
of bidding are not included in this definition. In our plan, we had recommended that AEMO Services
and EnergyCo give guidance to proponents on items/products included in the minimum requirement.

We recommended the requirement should focus on the most steel intensive components where the
most economic benefit and supply chain benefit will be derived, including but not limited to:

e wind tower sections and foundations such as anchor cages
e racking, mounting and foundations for solar, including torque tubes, frames and piling solutions
e the civil and structural works for substations.

We note the absence of a precise definition for ‘local steel products and components’ has created
uncertainty for determining when a steel component could be considered ‘locally available’. This has
led to proponents making their own assumptions and, as a result, the treatment of steel supply
chains is not strictly comparable across different project bids.

We will work with AEMO Services to clarify the definition of ‘local steel products and components’ and
develop a register or database of locally available suppliers, manufacturers and steel components.
We will commence this work as soon as practicable following publication of this addendum.

2.2.2 Clarification of the denominator for local steel products and
components

As noted above, our plan recommended that local supply chain inputs should be expressed as value
(S) and percentage (%) of TPCV. We note proponents’ feedback that this is not a practicable
denominator for local steel products and components. From Tender 2 onwards, AEMO Services has
used total steel cost (S) as the denominator for commitments to use local steel products and
components.

We are satisfied AEMO Services’ interpretation is consistent with the intent of our plan, including
calculation of the minimum requirement for use of local steel products and components.

2.3 Guidance to proponents on alternative approaches that
would be acceptable if they are unable to meet
quantitative minimum requirements

We note that from Tender 2 onwards, AEMO Services has included an option for project proponents
to propose additional social licence commitments beyond our local content framework. This
provides proponents with flexibility to still make meaningful contributions towards the policy
objectives of the Roadmap, even if they do not contribute to meeting the local content requirements.

Overall, we are satisfied that providing a way for project proponents to propose additional initiatives
and projects is consistent with the intent of our plan. We recommend AEMO Services ask project
proponents to propose additional initiatives if they cannot meet the local content requirements,
rather than accept no commitment. These initiatives should be supplementary wherever possible,
and we stress that minimum requirements should be met.

NSW Renewable Energy Sector Board’s Plan 4



However, we recommend that AEMO Services prepare guidance on which types of projects are and
are not aligned with our plan, and consult us prior to issuing this guidance to the market. We note
the initiatives should demonstrate clear alignment with the objectives of our plan, and relevant
objects of the Act.

The objectives of our plan under the Act are to:

e maximise the use of locally produced and supplied goods and services

¢ maximise the employment of suitable qualified local workers

o foster opportunities for apprentices and trainees.

The following objects of the Act are also relevant:

e support economic development and manufacturing

e create employment, including employment for Aboriginal and Torres Strait Islander people
e investin education and training

e promote local industry, manufacturing and jobs

e promote export opportunities for generation, storage and network technology

e increase employment and income opportunities for Aboriginal and Torres Strait Islander people
in New South Wales.

For example, we consider that the following initiatives designed to support First Nations people’s
participation are aligned with our plan and the relevant objects of the Act:

e supporting work readiness via, for example, pre-apprenticeship training, attainment of a driver’s
licence and securing accommodation

o establishing TAFE scholarships to support individuals transitioning from agricultural and mining
sectors to renewable energy

e partnerships with existing Aboriginal foundations and establishment of local community
committees.

We also recognise that:

e large-scale infrastructure investments such as the Roadmap can put pressure on local
infrastructure and services, such as accommodation, childcare, health and roads

e provision of road infrastructure, education facilities and affordable housing are essential
enablers for developing, attracting and retaining local workforces.

In our plan, we noted the importance of minimising adverse impacts on communities and
recommended greater government coordination of large-scale infrastructure projects.®

We strongly welcome tender commitments that help mitigate these adverse impacts, such as the
construction of worker accommodation that can later be converted to use by the community.
However, we note these are less well aligned with our plan and the relevant objects of the Act. We
recommend AEMO Services assess these against merit criterion 6: community engagement, shared
benefits and land-use considerations, not merit criterion 7: regional economic development. We
strongly welcome consultation with local communities regarding the accommodation of workers
and other impacts of local projects. Consultation should cover a representative spectrum of the
community and, where practicable, be conducted through multiple rounds and methods to ensure it
is comprehensive and unbiased.

8 See recommendation 1.4 in the section ‘Building up the capacity and capability of the NSW renewable energy
sector’ for details.
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Following the Electricity Supply and Reliability Check Up, we also welcome the (OECC 2023):

e strengthened role of the Electricity Infrastructure Roadmap Steering Committee (Steering
Committee) as having responsibility for coordinating whole-of-government implementation of
the Roadmap

e recommendation that the Steering Committee develop a whole-of-government plan for
addressing community, workforce, transport and logistics needs for the construction of the
Central-West Orana Renewable Energy Zone (CWO REZ).

2.4 Alignment of workforce categories

AEMO Services has reported that some proponents have found it challenging to respond to the
workforce-related minimum requirements. This section provides clarifications on these
requirements, grouped under the following themes in our plan:

o employment, skills and knowledge transfer

e underrepresented groups.

2.4.1 Employment, skills and knowledge transfer

Our plan did not recommend a minimum requirement for employment of local workers, as this could
be interpreted as being inconsistent with Australia’s international trade obligations.

Instead, we recommended AEMO Services consider NSW employment in a separate value for money
(VFM) assessment stage. This would have allowed AEMO Services to assess the overall economic
benefit a bid brings to New South Wales considered holistically, and differentiate between bids that
are approximately evenly matched.

We understand AEMO Services has not implemented a VFM assessment as envisaged in our plan,
and recognise such a step may not be practicable in the tender process. However, we recommend
AEMO Services require all successful project proponents to report on the following metrics:

e number of full-time equivalent (FTE) jobs locally

e percentage (%) of local FTE jobs

o total value of local labour (S).

Project proponents should report against these metrics for each of:

e Australia and New Zealand

e New South Wales

e the local region, comprising the relevant REZ and adjacent local government areas.
We recommend reporting on employment covers these 3 geographic areas because:

e during the merit assessment stage, ‘local’ refers to Australia and New Zealand*

¢ long-term energy service (LTES) operators have an obligation under the Act to provide
information to the Minister every year about the extent to which the LTES operator is creating
employment and supporting industry in New South Wales.

4 This definition applies to all themes in our plan, except for First Nations participation. The First Nations
requirements apply to Australia, with an emphasis on opportunities for local communities. These definitions of
‘local’ ensure consistency with Australia’s international trade obligations.
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The reporting may cover:

o direct jobs, meaning workers required - usually onsite - for the construction, operation and
maintenance of the renewable energy infrastructure

e indirect jobs, meaning workers employed in the supply of goods and provision of ancillary
services to the teams constructing, operating and maintaining the renewable energy
infrastructure. These include:

— transport and freight
— manufacture of renewable energy components

— professional services.

Definition of a ‘local’ worker

AEMO Services reported some project proponents were uncertain about what constitutes a local
worker.

The practicalities of determining residence, and therefore whether a worker can be considered
‘local’, are a complex technical matter. We recommend AEMO Services prepare guidance for project
proponents on how to assess whether a worker can be considered ‘local’ and consult us prior to
issuing this guidance to the market. Guidance published by the Australian Tax Office on the
determination of tax residency may be a relevant and useful reference.®

Learning workers and apprentices

Our plan included minimum requirements and stretch goals for learning workers and apprentices
(Table 2).

Table 2: Employment, skills and knowledge transfer - minimum requirements and stretch goals for merit assessment

Criteria Minimum requirement Stretch goal
Learning workers (% of total project workforce) 20% 40%
Apprentices (% of all trades positions on a project) 20% 30%

Source: OECC (2022)

These are aligned with the NSW Infrastructure Skills Legacy Program (ISLP) (NSW Government
2023a), and we recommend AEMO Services retain these as 2 separate minimum requirements as
outlined in our plan.

In line with the approach taken by the ISLP, we recommend AEMO Services define the trades
workforce as employees who have completed a contract of training as an apprentice, who hold a
certificate of proficiency in that trade, and are working in that occupation on the project (NSW
Government 2023c).

Workers that hold an international qualification should meet Australian standards and have
recognition from the appropriate authority.

2.4.2 Underrepresented groups

Under the theme ‘fair and ethical practice’, we defined a minimum requirement for groups that are
underrepresented in the renewable energy sector. These workers present an untapped talent pool
and improving their ability to take up employment in the renewable energy sector can help alleviate
projected labour and skills shortages.

5 See the Australian Tax Office’s Residency tests webpage for further detail (ATO n.d.).
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In our plan, underrepresented groups include women, young people, the long-term unemployed and
people with characteristics defined in the NSW Anti-Discrimination Act 1977.

We recognise the Anti-Discrimination Act covers characteristics that may not be disclosed to
employers, and which it may not be appropriate to request to be disclosed. These include sexual
orientation, race, marital or domestic status, or carer responsibilities.

We therefore recommend AEMO Services include the following groups as being eligible for the
underrepresented groups minimum requirement:

e women in trades and non-traditional roles®

e young people under 25

e workers over 60

e thosein long-term unemployment (i.e. having a duration of unemployment of 12 months or more).

6 See the NSW Government’s Women webpage (NSW Government 2024) for examples of non-traditional roles
for women.
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3 First Nations participation

Under the theme ‘First Nations participation’, we recommend the First Nations participation
minimum requirement be met using one or a combination of the following:

e 3% of the Total Project Contract Value (TPCV) to be subcontracted to First Nations businesses

e 3% of the contract’s Australian based workforce (FTE) that directly contribute to the contract to
be Aboriginal or Torres Strait Islander people

e 3% of the contract value to be applied to the cost of education, training or capacity building for
First Nations staff or businesses directly contributing to the contract.

This is an increase to the minimum requirement for First Nations participation in our plan published
in September 2022, which was originally set at 1.5%.

We also note that our plan recommends a stretch goal for First Nations participation of 10%, or the
goal in the relevant region-specific protocol under the NSW First Nations Guidelines, where stated.

This is consistent with the general First Nations Guidelines issued by the Minister. Our plan aims to
align with the First Nations Guidelines, but where there is any divergence on matters relating to First
Nations participation, the First Nations Guidelines take precedence.

We recommend AEMO Services provide project proponents with the 3 options outlined above for
meeting First Nations participation requirements, subject to any future changes to the First Nations
Guidelines.

In addition to the minimum requirements, our plan recommends inclusion of detailed requirements
to ensure commitments made by proponents are supported with evidence of impactful actions. Our
plan recommends evidence of strategies to promote local First Nations people’s participation in the
project, including:

e inclusion of First Nations people in project design and planning

e anengagement strategy with Traditional Owner groups and organisations supporting First
Nations communities such as the Aboriginal Employment Strategy or the NSW Indigenous
Chamber of Commerce

e community benefit and ownership sharing models for Traditional Owner groups
e creating a safe and inclusive workplace for First Nations people.
We recommend the detailed requirements for First Nations participation also include:

¢ involvement of First Nations people in industry leadership and project decision-making, including
management positions on projects

e training of First Nations people that leads to job opportunities, and cultural safety training for
the project workforce.

We use the term ‘First Nations businesses’ as defined in the Aboriginal Procurement Policy of 2021
(NSW Government 2021).
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4  Minimum requirement for employment of
women sub-criteria

Women have historically been underrepresented in renewable energy and related sectors such as
infrastructure and mining.

For example, women account for less than 13% of the total construction workforce, and less than
2% of trade roles, with attitudinal bias and working conditions being significant barriers to entry
(Infrastructure Australia 2021). In the manufacturing sector, which has a workforce of approximately
300,000 people, only 27% of positions are held by women (Wootton 2022).

These trends limit career mobility for women and reduce labour market flexibility. They also impede
the ability to quickly grow a robust workforce with relevant qualifications for the NSW renewable
energy transition.

The NSW Government has introduced a new pilot initiative aimed at increasing the number of
women in construction. Through this, the Government is trialling minimum targets across a portfolio
of government infrastructure projects (NSW Government 2023a).

The trial targets, incorporated in the ISLP, are:
o 4% of the trades workforce to be women
e 7% of the project workforce to be women in non-traditional roles.

The NSW Department of Education considers non-traditional roles for women to be trade and non-
trade occupations where women represent less than 25% of the occupational workforce and where
most of the employee’s time is spent on site or site-related activities, including off-site construction
or fabrication. The Department has compiled a list of examples of occupations considered non-
traditional for women (NSW Department of Education 2023).

We recommend AEMO Services implement these as sub-criteria in the underrepresented groups
minimum requirement.

We are satisfied the introduction of these sub-criteria protects NSW electricity customers’ financial
interests, as they:

o are unlikely to have a negative impact on costs for electricity consumers in the short term

e can, over time, help mitigate skills shortages and resulting upward pressure on labour costs by
broadening the talent pool available for the renewable energy sector.

We are satisfied the sub-criteria are consistent with Australian international trade obligations for
the same reasons as the overarching minimum requirement for underrepresented groups. We note
that matters such as fair and ethical practice are non-discriminatory under exemptions to Australia’s
international trade obligations.
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5 Guidance for proponents on how to
estimate local content

Many of the matters covered in this addendum require the development of further guidance to
projects proponents to:

e help them estimate local content for their projects
e ensure consistency and a level playing field.

We will commence work on developing this guidance, in collaboration with AEMO Services, as soon
as practicable following publication of this addendum. The guidance will include:

e aregister or database of locally available suppliers, manufacturers and steel components

o alternative approaches that would be acceptable if project proponents are unable to meet
quantitative minimum requirements

¢ how to assess whether a worker can be considered ‘local’

¢ how the 3 distinct metrics for First Nations participation can be used to meet the minimum
requirement

e how to determine whether a role is ‘non-traditional’ for women in the renewable energy sector.

NSW Renewable Energy Sector Board’s Plan
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