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NSW baseload strip futures (A$/MWh)

Source: ASX Energy, Bloomberg, Morgan Stanley Research.
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NSW 2019 demand (GW)

Sources: AEMO, Morgan Stanley Research.
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NSW merit order 2021

Cum ulative MW TRUE SRMC

1,058 1,058 VRE 0.0% Coal 97.8% 45

3,698 2,640 Bayswater Coal 0.0% Gas 2.1% 80

5,378 1,680 Liddell Coal 0.0% Diesel 0.2% 300

6,698 1,320 Mt Piper Coal 15.4% 46.20

9,578 2,880 Eraring Coal 73.7%

10,898 1,320 Vales Point Coal 8.7%

11,333 435 Tallawarra Gas 1.0%

11,493 160 Sm ithfield Gas 0.2%

12,157 664 Uranquinty Gas 0.6%

12,821 664 Colongra Gas 0.3%

12,871 50 Hunter ValleyGT Gas 0.0%

Diesel 0.2%

NSW merit order 2021 + renewables - Lidde ll - Vales

TRUE SRMC

1,747 1,747 VRE 0.0% Coal 73.4% 45

4,387 2,640 Bayswater Coal 0.0% Gas 22.9% 80

5,707 1,320 Mt Piper Coal 0.1% Diesel 3.8% 300

8,587 2,880 Eraring Coal 73.2% 62.58

9,022 435 Tallawarra Gas 8.8%

9,182 160 Sm ithfield Gas 2.3%

9,846 664 Uranquinty Gas 7.2%

10,510 664 Colongra Gas 4.4%

10,560 50 Hunter ValleyGT Gas 0.2%

Diesel 3.8%

45



NSW 2019 load duration curve (GW)

Source: AEMO, Morgan Stanley Research.
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16 Cap prices
• A$300/MWh caps
• Required revenue for a new entrant gas peaker?

Capacity market considerations?
• Annual peak – summer or winter?
• Ramp rates?
• Who forecasts the peak?
• Required market price cap approach?
• Contract markets (grandfathering)
• Conjoined markets
• The Ouroborous Effect?

Market peak forecasts
• Ex post or ex ante?
• Oligopsony and vertical integration
• Cost of capital?
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Large-Scale Generation Certificates forward prices (A$/MWh)

Source: Bloomberg New Energy Finance, ANZ, Mercari.
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Federation of Renewable Energy Targets

Source: Government websites, Morgan Stanley Research estimates.

Jurisdiction TWh 2020a 2020e 2025e 2030e 2050e Mechanism
Qld 63.5 15.2% 20% 50% Net zero Renewables400, CleanCo, Renewable Energy Zones (REZ)
NSW 72.5 19.3% 50% Net zero Electricity Infrastructure Roadmap (price guarantees for

12GW renewables, 2-3GW dispatchable)

ACT 100% Net zero Sustainable Energy Policy 2020-25 under development
Vic 49.2 25.6% 25% 40% 50% Net zero Victorian Renewable Energy Target (reverse auctions)
SA 15.0 58.5% 100% Net zero Climate Change Action Plan, RenewablesSA
Tas 12.1 99.2% 100% Net zero Renewable Energy Action Plan, including the Battery of the

Nation projects (2.5GW)

NEM 202.8 26.4% 59% UNGI, DCIT, PEMM, RRO, Snowy 2.0 (2GW)
NT 1.6 5.0% 50% Net zero Climate Change Response
WA (SWIS) 19.7 26.2% 50% Net zero Energy Transformation Strategy
Total/Average 224.1 26.2% 20% 44% 58% Net zero RET, CEFC, ARENA

Renewable capacity (GW) 37 55 67 Assumes flat demand, Liddell closure, linear targets to 2030
Capacity factor 18% 21% 22% 30% average capacity factor for new generation

48



Finance modelling and valuation

Inputs
• MWAC capacity
• Cost-to-construct, land costs, connection agreement
• Developer fee

• Contract terms
• Merchant tail prices
• Marginal loss factors
• Degradation
• Capacity factors (P50, P90, P99)

• Opex / Maintenance (e.g., mid-life inverter replacement)
• Rehab

• Debt (contract and asset life, interest rates, refinancings)
• Tax (stapled trust?)

• Discount rate?

Outputs
• Free Cash Flow

– DSCR, PLCR
– Debt/EBITDA, Debt/Assets
– EV/MW
– EV/EBITDA

• Free Cash Flow to Equity
– NPV, IRR, Yield, LCOE
– PPA/NPV

Expansion/Re-powering

Integration?
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Stanley Mexico, Casa de Bolsa, S.A. de C.V., and/or Morgan Stanley Canada Limited. As used in this disclosure section, "Morgan Stanley" includes Morgan
Stanley & Co. LLC, Morgan Stanley C.T.V.M. S.A., Morgan Stanley Mexico, Casa de Bolsa, S.A. de C.V., Morgan Stanley Canada Limited and their affiliates
as necessary.
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Global Research Conflict Management Policy
Morgan Stanley Research has been published in accordance with our conflict management policy, which is available at
www.morganstanley.com/institutional/research/conflictpolicies. A Portuguese version of the policy can be found at www.morganstanley.com.br
Important Regulatory Disclosures on Subject Companies
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of the Company or instruments discussed in this report. Morgan Stanley trades or may trade as principal in the debt securities (or in related derivatives) that
are the subject of the debt research report.
Certain disclosures listed above are also for compliance with applicable regulations in non-US jurisdictions.
STOCK RATINGS
Morgan Stanley uses a relative rating system using terms such as Overweight, Equal-weight, Not-Rated or Underweight (see definitions below). Morgan
Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of
buy, hold and sell. Investors should carefully read the definitions of all ratings used in Morgan Stanley Research. In addition, since Morgan Stanley Research
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contents from the rating alone. In any case, ratings (or research) should not be used or relied upon as investment advice. An investor's decision to buy or sell a
stock should depend on individual circumstances (such as the investor's existing holdings) and other considerations.
Global Stock Ratings Distribution
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The Stock Ratings described below apply to Morgan Stanley's Fundamental Equity Research and do not apply to Debt Research produced by the Firm.
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STOCK RATING
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Analyst Stock Ratings
Overweight (O). The stock's total return is expected to exceed the average total return of the analyst's industry (or industry team's) coverage universe, on a
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Equal-weight (E). The stock's total return is expected to be in line with the average total return of the analyst's industry (or industry team's) coverage universe,
on a risk-adjusted basis, over the next 12-18 months.
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Any access and/or use of Morgan Stanley Research is subject to Morgan Stanley's Terms of Use (http://www.morganstanley.com/terms.html). By accessing
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If you do not agree to our Terms of Use and/or if you do not wish to provide your consent to Morgan Stanley processing your personal data or using cookies
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circumstances and objectives of those who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and
strategies, and encourages investors to seek the advice of a financial adviser. The appropriateness of an investment or strategy will depend on an investor's
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of an offer to buy or sell any security/instrument or to participate in any particular trading strategy. The value of and income from your investments may vary
because of changes in interest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments prices, market indexes, operational or
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realized. If provided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for the subject company's
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information in Morgan Stanley Research change apart from when we intend to discontinue equity research coverage of a subject company. Facts and views
presented in Morgan Stanley Research have not been reviewed by, and may not reflect information known to, professionals in other Morgan Stanley business
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Morgan Stanley Research personnel may participate in company events such as site visits and are generally prohibited from accepting payment by the
company of associated expenses unless pre-approved by authorized members of Research management.
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