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Australian Energy Market Operator 

17 April 2026 

 

Dear AEMO Stakeholder Relations and Strategic Planning Team, 

Re: Submission to AEMO’s FY27 Draft Strategic Corporate Plan and Budget and Fees 
Consultation 

Climateworks Centre welcomes the opportunity to provide feedback and comment on AEMO’s draft 
FY27 Strategic Corporate Plan and draft FY27 Budget and Fees Consultation.  

Climateworks bridges the gap between research and climate action, operating as an independent 
not-for-profit within Monash University. We are climate transition specialists, working with 
decision-makers who have the power to reduce emissions at scale. Climateworks accelerates 
ambitious, evidence-based action for net zero in Australia and Southeast Asia. 

Since 2018, the Australian Energy Market Operator (AEMO) has engaged CSIRO, supported by 
Climateworks, to conduct multi-sector modelling to quantify the dynamic influences that would shape 
energy demand under different emissions reduction scenarios. That modelling continues to inform 
AEMO’s planning and forecasting tools, including the 2026 Integrated System Plan (ISP). 

In this submission, Climateworks has considered and provided comment on AEMO’s draft Strategic 
Corporate Plan focus with an emphasis on actions that would work to accelerate the energy transition 
in the areas of policy integration, demand strategy and planning integration. Our comments are 
primarily reflective of the FY27 strategic priority of ‘navigating the energy future’.  

Policy Integration 

In March 2026, Climateworks responded to the Australian Energy Market Commission (AEMC) 
Review of the Integrated System Plan recommending the Australian Energy Regulator (AER) be 
tasked with changing the ISP Cost-Benefit Analysis Guidelines to require AEMO to shift its approach 
to the development of the ISP optimal development path (ODP).  

The goal of the recommendation to the AEMC was to shift the ODP from what is ‘most likely’ to 
happen to what is ‘most consistent with government policy commitments’  to moderate the risk in the 
current approach that infrastructure will be underbuilt or overbuilt if the lag between Australia's energy 
infrastructure planning and its economic, climate and energy policy commitments continues.  
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While many of the functions AEMO performs are mandated, the strategic initiatives of energy system 
design and reform collaboration could be expanded to include the consideration of additional 
scenarios supported by a structured policy prioritisation framework1. This could allow AEMO to 
explore pathways ‘most consistent with government policy commitments’ and would allow better 
understanding of the dynamics of the energy system transition.  

Reform collaboration would be well supported by AEMO consideration of sensitivity testing to explore 
how different assumptions affect system requirements. An anticipated pathway – and alternate 
responses where change is inconsistent with expectations – could be transparently detailed in 
planning and forecasting material, including the ISP. Having alternate responses would enable 
governments and energy system stakeholders to plan and allocate resources in alignment with the 
expected pathway or the alternative responses. This would provide a clearer basis for 
decision-making in an uncertain environment. 

Demand strategy 

A balanced focus on supply and demand delivers an effective and lower‑cost transition. A national 
approach can integrate system planning, provide clear guidance for demand‑side measures and align 
policy and market settings to support investment.  

Demand-side actions are more of a feature of the draft FY27 Strategic Corporate Plan than they have 
been in previous Strategic Corporate Plans, but are not currently incorporated in a way that is either 
equivalent to, or as well integrated with, the treatment of the supply-side. The current framing of the 
ISP, ESOO, GSOO, the Demand Side Factors Statement and the development of the Demand Side 
Statement of Opportunities (DSOO) offer some visibility into demand-side opportunities. A key 
outcome for the strategy could be to elevate the initiatives to ‘produce high quality energy system 
planning advice and outlooks’ and ‘ensure the suite of AEMO planning publications remain relevant 
and fit-for-purpose and evolve to meet the future needs of the transitioning energy system’ to strategic 
outcomes. Transformation of the energy system will be well supported by comprehensive analysis to 
fully capture the potential of demand response, load shifting and Consumer Energy Resources (CER).  

Climateworks’ 1.5°C-aligned modelling positions CER and demand management as essential 
insurance for system reliability and reducing potential need for new large-scale generation and 
storage. Optimising demand-side management and existing distribution networks could also minimise 
new transmission corridors through regional communities. Taking an equal approach to both 
supply-side and demand‑side resources will achieve emissions reductions required in the NEM in a 
way that is affordable and ensures reliability while meeting government targets. To achieve parity in 
the approach to demand-side and supply-side solutions, some budget for implementation is needed 
within the FY27 Budget and Fees. 

Planning integration  

Land-use: AEMO's energy system planning currently operates in relative isolation from the 
government agencies that hold expertise and responsibility for other relevant planning roles. Land is 
excluded from AEMO's siting analysis or assigned high complexity scores only once it has already 
been designated as a national park, conservation area or significant landscape through formal 

1 AEMC submission March 2026 - A hierarchical policy prioritisation process and specific rules for resolving conflicts. The 
framework would establish how and when AEMO should prioritise policies based on their level of commitment and materiality to 
energy system planning, giving greater weight to policies with direct implications for electricity demand or supply. The 
framework would also establish jurisdictional precedence rules to address situations where federal and state policies directly 
conflict. The framework would enable AEMO to make more systematic judgements about policy certainty and merit, and 
provide a process for navigating policy complexity. It could be codified in the NER or Cost-Benefit Analysis Guidelines, with 
clear examples of how different policy combinations would be treated, ensuring consistency and predictability in AEMO's 
planning approach. The framework would include examples of how different policy combinations would be treated, such as 
conflicts between federal and state government coal phase-out timelines or renewable energy targets, ensuring consistency 
and predictability in AEMO's planning approach. 
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land-use planning and zoning processes. This does not allow for proper consideration for other 
government goals for landscapes such as achieving future biodiversity outcomes. 

Evolving energy system planning advice in FY27 should include consideration of more dynamic 
land-use models to enable AEMO to make more informed long-term infrastructure-siting decisions 
and respond to evolving trade-offs between agriculture, biodiversity, carbon sequestration, water and 
energy infrastructure priorities. 

Gas and Electricity integration: Comprehensively integrating electricity and gas system planning 
into energy system planning, could address gaps in ambition, coordination and implementation.  

Australia’s existing gas market is structured around serving gas demand and expanding distribution. 
Increasingly, this is no longer in line with what is most effective for meeting the services provided by 
energy in the future - such as heating and cooking. A least-cost pathway for Australia to meet its 
decarbonisation goals includes significant reductions in domestic gas use and increased 
electrification. Integration between gas and electricity planning can enable a more cost-effective 
transition - by improving visibility and decision-making for electricity network upgrades that will support 
widespread electrification. 

In the longer term, the ability to clearly assess stranded asset risks, optimal retirement schedules for 
gas infrastructure, and modelling the costs and benefits of electrification across industrial, commercial 
and residential sectors would streamline the planning process and support navigating the energy 
future. This should be a consideration for evolving energy system advice and reliability outlooks.  

AEMO’s FY27 Strategy as a Delivery Instrument for Australia’s Net‑Zero Commitment 

FY27 represents a critical inflection point. Investment decisions taken in this period will lock in asset 
pathways well into the 2040s. Without demand‑side parity, and integration of other economic 
elements, AEMO risks entrenching higher‑cost, higher‑emissions system outcomes that cannot be 
efficiently unwound. 

AEMO’s corporate strategy is a critical enabler of Australia’s economic transition. By moving to an 
evidence-led, policy-aligned, and system-wide approach, AEMO can provide the certainty required to 
meet our climate obligations while securing a prosperous, renewable-led future for all Australians. 

Climateworks would welcome the opportunity to meet with AEMO’s team to present insights from our 
work and discuss how these recommendations could be operationalised in FY27. 

Yours sincerely,  

Glen Currie​
Program Impact Manager, Energy System ​
glen.currie@climateworkscentre.org 
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