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Marinus Link Stage 1B Expenditure  
   

 

 

To The Australian Energy Regulator      
19/12/25     
Aurecon’s Response to AER Queries on MLPL Expenditure Submission:   
 
The Australian Energy Regulator (AER) recently made a Draft Decision on MLPL’s proposed Stage 1B 
expenditure for the Marinus Link project. The AER has made the determination that a 6% risk 
allowance is suitable for the project as a portion of total project costs. We understand that the AER 
has relied largely on advice from its independent consultant, EMCa, who has determined that MLPL’s 
risk allowance for the project may be 30-45% overstated. This document reviews the AER and EMCa 
position that MLPL’s risk allowance is overstated.  

Aurecon has reviewed the EMCa Assessment of Proposed Risk Allowance Expenditure for Stage 1 
and the E3 Advisory Draft Response in developing this document. 

Industry standards for Major Infrastructure Risk Assessment  
The Monte Carlo modelling conducted by E3 on behalf of MLPL appears to be methodologically sound 
and does not indicate bias towards worst-case scenarios from a technical perspective. This is evident 
by the following: 

 The use of the widely accepted BetaPERT distribution is appropriate as a means of capturing 
experts’ most likely values compared to a simple triangular distribution. This choice allows for a 
more realistic and representative reflection of uncertainty within the model variables. 

 MLPL’s risk assessment aligns with recognised practices outlined in ISO31000, including: 

− facilitated workshops with competent participants,  

− thorough risk identification,  

− validated likelihood and impact assessments, and  

− the application of Monte Carlo simulation for a rigorous probabilistic analysis 

 While Aurecon did not participate in these workshops, it appears that the participants who took 
place in the quantitative risk assessment workshops were appropriately qualified. Thus, the 
quantitative assessment has been generated on the basis of the inputs of stakeholders with project 
expertise and deep understanding of project risks.   

EMCa has challenged the aggregate risk allowance, suggesting that MLPL’s P50 risk estimates are up 
to 45% overstated. EMCa has made adjustments to the E3 assessment to put forward what it believes 
is a suitable position under Scenario A and Scenario B. However, there are significant concerns about 
the statistical rigor and robustness of EMCa’s methodology in defining these scenarios which have 
informed the AER’s draft decision:  

 From the information provided, it appears that EMCa has simply applied an arbitrary percentage 
reduction to the recommended P50 values without re-running the Monte Carlo simulation or 
redefining the underlying input parameters, namely, risk likelihoods and three-point estimates.  

 The approach distorts the true uncertainty inherent in the model and fails to accurately reflect the 
underlying risk distributions. Further, it indicates that EMCa has not assessed each risk on its 
merits, rather has applied formulas to reduce the impact of risk.   














