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The future of energy in NSW is changing

The NSW Government has a vision and plan 
for the state’s energy future

The New South Wales Government recently outlined its plan for 
an affordable, reliable and sustainable energy future for the 
state through the NSW Electricity Strategy and the Net Zero 
Plan Stage 1: 2020-2030. Nous recognises the opportunities 
this plan presents and has thought deeply about how it can be 

activated and implemented successfully.

This Point of View outlines key recommendations for the NSW Government and the 
private sector. It is informed by Nous’ expertise and its close engagement with the NSW 
Government, energy firms and investors on this important topic. 

NSW is essential to Australia’s energy market. It accounts for 29 per cent of Australia’s 
energy consumption, more than any other state. With 80 per cent of NSW energy 
generation being coal (compared to 60 per cent nationally), the state faces significant 
change over the next 15 years, during which four of the state’s five coal generators will 
close.

The closure of these generators gives the state an opportunity to move to more reliable 
and sustainable energy generation. While getting this right will have significant impacts for 
the people of NSW, it will also have a national impact on energy security and the National 
Electricity Market.

The NSW Electricity Strategy targets an affordable, reliable and sustainable electricity 
future for NSW. The Strategy seeks to reduce risk for investors and increase the ease of 
private investment. The Strategy also targets long-term system reliability as a critical 
objective through establishing an Energy Security Target and new emergency response 
powers and processes. The new Energy Security Safeguard complements this objective by 
encouraging the development of clean and affordable technologies that take pressure off 
the electricity grid.

The Net Zero Plan Stage 1: 2020-2030 seeks to enhance the prosperity and quality of life 
for the people of NSW, while delivering a 35 per cent cut in emissions by 2030 compared to 
2005 levels. The plan has four priorities:

• Drive the uptake of proven emissions reduction technologies, such as energy efficiency 
solutions, electric vehicles, coal innovation and technologies that reduce organic waste 
emissions.

• Empower consumers and businesses to make sustainable choices across key sectors, 
including transport, electricity and construction.

• Invest in the next wave of emission reduction technologies, such as hydrogen.

• Ensure the NSW Government leads by example through its purchasing power.

Jointly, the Electricity Strategy and Net Zero Plan define the Government’s vision and plan 
for an affordable, reliable and sustainable energy future for NSW over the next decade. 
They are expected to deliver more than $11.6 billion of new investment for NSW, including 
$7 billion in regional NSW. Additionally, they support the creation of almost 2400 new jobs, 
including 1700 jobs in regional areas.
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Recent developments support 
the NSW Government’s vision

The COVID-19 crisis 
is a double-edged sword

The Commonwealth and NSW governments recently released 
a memorandum of understanding outlining a $2 billion energy 
deal that increases NSW’s gas production for the eastern 
Australian market by 70 petajoules and secures federal funds for 
initiatives of the NSW Electricity Strategy and the Net Zero Plan. 
Notably, the deal also helps secure the Energy Security Target, a 
key initiative of the NSW Electricity Strategy, by promoting gas 
generation, reducing barriers for coal supply to a major NSW 
power plant and helping to fund vital infrastructure.

The Energy Security Target is also supported by new market 
rules on wholesale demand response released by the Australian 
Energy Market Commission (AEMC). Large energy consumers 
will now be able to trade their energy use in the market and 
will be incentivised to adjust their short-term electricity 
consumption in response to market signals. This initiative will 
help to secure NSW Energy Security Target when it is most 
vulnerable by taking demand off the grid when demand spikes or 
supply drops unexpectedly.

Additionally, the release of the National Hydrogen Strategy sets 
a vision for a clean, innovative, safe and competitive hydrogen 
industry. The NSW Net Zero Plan emphasizes hydrogen as 
a critical emissions reduction technology into which the 
Government will seek to drive investment.

The energy sector is experiencing simultaneous supply and 
demand shocks as a result of the COVID-19 crisis. Weak 
economic conditions may cause investors to preserve capital, 
endangering the private investment required to achieve some 
initiatives of the Electricity Strategy and Net Zero Plan.

Nevertheless, this crisis has increased collaboration between 
Government and the private sector, and between governments. 
This collaborative environment may support initiatives in the 
Electricity Strategy and Net Zero plan that can stimulate the 
economy and create jobs.
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Government must lead the transition to a secure and clean energy future

Key priorities for NSW Government

Provide guidance and long-term regulatory 
certainty

The Government must aim to provide regulatory certainty 
over the coming decade to support energy infrastructure 
investment. This position should encompass carbon 
regulation and be integrated with economic regulation and 
consumer protection. Key priorities for NSW Government 
should include:

• provide guidance and a clear mechanism to synchronise 
closures of existing power stations with establishing an 
optimal mix of new capacity

• provide greater certainty around the cost and availability 
of grid connections within Renewable Energy Zones to 
support ongoing investment in renewable generation 
projects

• establish governance mechanisms for setting and 
adjusting the Energy Security Target that can transcend 
the vagaries of electoral cycles

• take a close look at how the energy mix might best 
change in the context of a net zero target, hydrogen 
export drive and likely social and other constraints on 
energy developments. 

Be a key driver of national alignment

The NSW Government has recognised the importance 
of a national approach in delivering a secure and clean 
energy future, while taking unilateral actions where 
appropriate. Successfully engaging with the federal and 
state governments and peak regulatory bodies is key to 
facilitating a national approach to drive policy alignment 
and develop transition roadmaps that best support the NSW 
Electricity Strategy and Net Zero Plan. 

The NSW Government should also:

• aim to capitalise on the spirit of cooperative federalism 
generated through the COVID-19 crisis, leading a more 
strategic and integrated approach to energy strategy 
and investment, actively collaborating with other 
governments and agencies to align policy thinking 

• play an active role in the Energy Security Board’s post-
2025 electricity market review to drive forward-looking 
national reform and plan for any implications on the NSW 
Energy Security Target.

Follow a robust approach to implementation

Robustly implementing the Electricity Strategy and Net 
Zero Plan will be crucial. This approach must be highly 
collaborative and well-governed. To achieve this, the NSW 
Government should:

• prioritise cutting red tape and streamlining approvals to 
reduce delays for investors

• compile a prioritised list of projects though close 
engagement with industry and community to be 
accelerated if the Energy Security Target is at material 
risk of not being met

• consider establishing a case-management service to 
support the commercialisation of new technologies and 
utility-scale renewable generation projects with firming 
support 

• map information to determine if NSW has enough critical 
information from industry participants and AEMO to 
track critical electricity infrastructure and system 
reliability

• learn from the successes and failures of other states 
with similar strategies, such as rolling out smart 
meters, fast-tracking transmission approvals through 
AEMO, implementing renewable incentive programs, 
changing retailers’ obligations to consumers, and driving 
investments in new technologies such as hydrogen and 
electric vehicles.

There are many challenges to activating the Electricity Strategy and Net Zero Plan. Success requires addressing a complex statutory 
landscape, differences in regulation between jurisdictions, weak engagement from energy consumers and the need to restore investor 
confidence. By leading the engagement with key stakeholders, the NSW Government can help resolve these issues and pave the way for 
a successful implementation. 
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Opportunities for energy firms and investors are growing

The path forward for better energy outcomes

Key priorities for industry

Develop strategies to invest in new areas

Investors, incumbent firms and new entrants will need to 
adopt forward-looking strategies. These strategies should 
enable investment in new technologies and solutions, access 
to unregulated opportunities and better engagement with 
consumers. For example:

• Gentailers’ should develop strategies to invest in 
alternate generation technologies, including renewables, 
gas-fired generation and hydrogen, as the existing 
thermal generators are retired.

• Network businesses have a significant opportunity 
to facilitate decarbonisation of the energy system at 
high levels of security and reliability, and at the lowest 
possible cost

• Networks can revise their investment mandate and 
business models to better access unregulated returns 
through investments in contestable connections to the 
grid, energy storage, hydrogen, and DER opportunities 
such as demand response and aggregation

• Investors can identify opportunities in new energy 
firms that have strategies that would benefit from the 
Government’s plan. The potential for some of these 
firms could be high if their strategies coincide with 
adjustments in the wider energy market. 

Engage Government to influence policy and 
support commercialisation of new technology

The Electricity Strategy and the Net Zero Plan will have 
broad implications for the private sector, so energy firms 
and investors must form solid policy positions on decisions 
facing the NSW Government. Specifically, energy firms and 
investors will benefit from developing positions on:

• the necessary transition in generation mix as existing 
coal-fired generators are retired 

• connection standards that are consistent across 
jurisdictions and support new technologies

• required policy settings and rule changes to enable new 
business models such as demand aggregation

The Electricity Strategy and Net Zero Plan will unlock new opportunities for energy firms and investors in renewable generation, 
contestable grid connections and distributed energy resources. Novel technologies, including hydrogen, electric vehicle infrastructure 
and coal innovation, will also be supported. 

The release of the NSW Electricity Strategy and Net Zero Plan offers a clear vision for the energy future of NSW, backed by a 
coordinated plan. The success of this plan relies heavily on the approaches taken by the Government and the private sector. Progress 
can be achieved through Government leadership, well-thought through execution and constructive collaboration. 

Nous is committed to supporting better energy outcomes for Australians and will continue to work closely with the NSW Government 
and private sector to realise the strategy and plan’s potential.
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Nous Group is an international management 
consultancy operating in 10 locations across 

Australia, the UK and Canada. For over 20 
years we have been partnering with leaders 
to shape world-class businesses, effective 

governments and empowered communities. 

ABOUT NOUS
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Best Management Consulting Firm 
Best Provider to Government & Community
Most Cost Conscious Firm


