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12 September 2012

Climate Change Authority

GPO Box 1944

Melbourne VIC 3001
submissions@climatechangeauthority.gov.au

Dear Climate Change Authority members,
RE: Renewable Energy Target Review — Issues Paper

Thank you for the opportunity to provide comments to the review of the Australian
Renewable Energy Target. Please find attached a response to the questions and other issues
raised in the Renewable Energy Target Review Issues Paper.

We are seven residents of Brisbane — an electrical power engineer and an employee of a
company that builds, owns and operates both fossil-fuelled and renewable power plants in
Australia; a university student; a former mining and energy research coordinator for the
building and construction industry; a convenor of a sustainability group involving households,
workplaces and policy; a trainer of multidisciplinary sustainability professionals; a project
ecologist for the mining industry; and an environmental chemist and researcher into water
quality impacts associated with hydraulic fracturing in coal seams.

If you would like further information or should you have any queries, please do not hesitate to
contact us as per the details provided below.

Yours sincerely,

on behalf of

Joe Hallenstein | N 0
HannahClare Johnsorjj GG . .O R
Scott Mackinnon | Q.0 H

Ngaire McGaw o]p] |
Fiona Mckeague | D I

Ko Oish I . [
Madeleine Payne | . .C
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Large-scale Renewable Energy Target

1. Are the existing 41,000 GWh LRET 2020 target atide interim annual targets
appropriate? What are the implications of changinthe target in terms of economic
efficiency, environmental effectiveness and equity?

The Commonwealth commitment is to “at least 20%wétralia’s electricity from renewable
sources by 2020” The existing 41,000 GWh LRET 2020 target and ititerim annual
targets seem inadequate given this goal.

According toEnergy in Australia 201ZAustralian Government Bureau of Resources and
Energy Economics), 242 TWh of electricity was gated in Australia in 2009-10. Of this,
renewables accounted for 8% (19,711 GWh). The REVidw Issues Paper (“Issues Paper”)
confirms this figure, stating on page 9 that rendeesources provided 19,711 GWh of
electricity generation in 2009-10.

Given that the interim annual target appears t@afggoximately 17,000 GWh for 2012 as
shown in Figure 5.2 of the Issues Paper (from &80 GWh target in the REE Act, s 40,
adjusted according to the number of valid certiBsaas at the end of 2010), and given that in
2009-10, renewable energy already provided 19, AMhGhe target appears too low to have
any effect at this stage. Indeed even if there weradditional renewable generation installed
since 2009-10, it won't be until 2016 that the fifteannual target is larger than the 2009-10
generation figure.

From the above analysis it appears that the RE€msehhas and will be totally ineffective

until at least 2016, at which point Australia vétill be producing only 8% of our electricity

from renewable sources assuming total demand staoinat 242 TWh as in 2009-10 (and if
electricity demand was to increase then renewaktadd be providing less than 8%). This
will leave 4 years from 2016 to 2020 for the comstion of enough renewable generation
infrastructure to meet 12% of our electricity neétie difference between the existing 8%
and the 20% target).

As a theoretical example, assuming no increaseemagid from 2009-10, this would imply
that the renewable energy target should be 20%fT2Vh/yr, (48,400 GWhlyr), of which
19,700 GWh would be generated by existing renewgabte the balance of 28,700 GWh
would be required. If this were to all be providgdwind power (currently the cheapest form
of renewable energy), with for example an averag®city factor of 35%, then 9.36 GW of
wind generation would need to be constructed ise¢hd years. Given that there is currently
only 2.18 GW of wind power installed in Australibaple 15, page 52 @&nergy in Australia
2012 Australian Government Bureau of Resources andrggnE&conomics), this would
require the construction of more than four timesstibtal current installed wind capacity over
a 4-year period starting in 2016.

Considering the slow rate of construction of windjects to date and the continuing lack of
interest from retailers in signing offtake agreetsest a level that would make renewable
projects viable, the commitment to at least 20%ewables by 2020 will be unachievable
under the existing RET scheme and LRET target.

These may be conservative estimates given the ABRal energy forecast in Figure 5.4 of
the Issues Paper shows annual energy use projiectedrease by approximately 10% from

! Explanatory Memorandum, Renewable Energy (Electricity) Bill 2010.
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2009-10 levels by 2020 rather than remaining catstehich would imply that to reach 20%
of generation from renewables then the RET shoeldigher still.

Economic Efficiency

The LRET is an economically efficient method of goging renewable electricity projects.
However, uncertainty about the future level of RET has led to a lack of investment in
renewables. Developers of renewable projects cilyréace difficulty in achieving financing
as well as higher funding costs for projects duhi® uncertainty (political risk), as offtakers
(primarily the electricity retailers) seek to passRET review risks to the project owners. In
addition, offtakers are delaying signing offtakeressgnents and developers are delaying
construction of power projects due to the uncetyaibout electricity policy in the future.

Developers of all power projects, including fodailled projects, face the same risks and
additional costs due to the uncertainty in futdeetgicity policy. Any continuing uncertainty
will lead to continued economic inefficiency (iegher electricity pool prices) as a result of:

< Higher project funding costs and hence higher ettt prices to recoup the higher
cost of funding;

« The lack of construction of renewable energy duehe current lack of offtake
agreements is likely to lead to a huge rush fofggtoconstruction in the few years
before 2020. This will place a huge demand on exkiltonstruction professionals,
construction crews and construction equipment aglspecialist cranes, specialist
trailers for transport, and civil and electricauggment such as trenching machines,
high voltage transformers and switchgear. It mago ghlace a high demand on
equipment manufacturers, for example wind turbisgar PV and solar thermal
suppliers. This high demand is likely to incredse tost of project equipment and
construction, which will also lead to an increasedt of electricity for consumers
down the track compared to having a stable rampfuponstruction of renewable
projects.

e Continued uncertainty in the RET may lead to thestmction of new fossil-fuelled
power plants to replace delayed renewable genaraiech as new coal-fired or gas-
fired plants, that may be required to shut dowroieethe end of their design life.
Costs of construction of all generation are passetb consumers so such investment
and premature closure of power plants would lea h@her cost of electricity in the
long term.

Given that any new electricity generation infrastmue will have a lifespan of at least 25
years, it would be most economically efficient &y legislation or target to reflect the likely
status of electricity generation in the future sota send a clear signal to the Australian
electricity market about what sorts of projectd Wwé economically efficient in the long term.
Due to the increasing urgency for action on clin@tange (and the associated increasing cost
of fossil-fuelled generation), combined with thecdasing cost of renewable generation
technologies, it would be expected that the prapordf electricity generated by renewables
will continue to increase over time. It would be sheconomically efficient to increase the
target to 100% renewables over a certain time gedo even require that all new generation
infrastructure be 100% renewable generation, censid that this outcome is a given at some
point in the future based on climate change science

For any new projects, developers of power plantd iwvest in whichever generating
technology is expected to give the best finan@aimn over its lifetime. Companies should be
encouraged to invest in generation technologies whi continue to be encouraged and
viable to the end of their operating life. If thesenot a policy towards increasing renewables,
further economic inefficiency (higher electricityg prices) would be the likely result as
companies may invest in generation technologyrtiet later be penalised or required to shut
down, potentially requiring Government compensatibafore the end of their operating
lifetimes.
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Chapter 11 of theGarnaut Climate Change Reviegcommissioned by the Australian
Government, delivered in May 2011), on costing aliemchange and its avoidance, examines
the mitigation costs to Gross National Product dgiothe 21 century and concludes that
stronger mitigation is justified by benefits in imance value and non-market values in the
21% century and much large benefits beyond, and ttnet ¢osts of action are less than the
costs of inaction”. A 100% renewable energy taligebne form of action to which this
statement applies.

It would appear to be most economically benefitdahcrease the Renewable Energy Target
to 100% over a certain timeframe, with the ability bring forward the target if more
generation is constructed than expected at the afmmaking the target, and without the
ability to reduce the target. It may even be prademequire all new generation infrastructure
to be renewable generation until the target ishedcThis would create a stable investment
environment and lead to a more economically efficllout of power generation projects
over time.

As a result of rapid growth in energy use by Chindja and Japan, Australia’s coal and gas
reserves are increasingly in demand and the Ausmtranergy sector has responded by
ramping up exports. This has already resultedsubestantial increase in the domestic price of
these commodities and domestic gas prices arey likerise further as they move toward
parity with international markets. Reliance on themmodities for Australia’s energy
supply is becoming an increasingly high-risk enepglicy. Domestic buyers of gas already
face difficulty arranging supply contracts despfeundant capacity because resources are
being allocated to offshore markets. A strong REfese would provide the foundation for
transforming our energy supply and ensuring this&s are mitigated.

Port Jackson Partners’ presentatibhe Outlook for Retail Electricity Price7 September
2011, provides estimates of gas fired generation costQteensland up to 2020. They show
that the current market expectation of the Long Riamginal Cost of gas generation is higher
than the price of offtake agreements that would enaknd power projects feasible.
Considering the 25-year plus lifetime of any newegation project, the obvious conclusion is
that even today it is more economically efficieat donstruct a new wind farm than to
construct a new gas-fired plant, however due tosti@t-term focus of electricity offtakers,
this is not yet reflected in the projects beingstoucted.

Environmental Effectiveness
As per the discussion at the start of this respahgeexisting 41,000 GWh LRET 2020 target
and the interim annual targets will be completelgfiective in achieving the RET’s original
environmental goals given the lack of incentiventave towards renewable generation due to:
« The ineffectiveness of the interim annual targets;
e The current oversupply of LGCs that do not represeal generation but which are
suppressing new investment in renewables; and
* The expected impossibility of the huge constructdiiort that would be required in
the final years of the RET scheme in order to rtteztarget with real generation.

To be environmentally effective the target shoutdchanged such that all STCs are backed
up by real generation, and such that there is areasing amount of renewable generation
required to be constructed in each year in ordegdch the 20% target by 2020.

For the RET to be environmentally effective in teraf limiting the effect on Australia from
dangerous climate change, then the target shoul®@% renewables by 2020.

Australia’s per capita carbon emissions are thhdsgin the OECD and among the highest in

the world. TheGarnaut Climate Change Revie008, points out that relative to other OECD
countries, Australia’s high emissions are mainly thsult of the high emissions intensity of
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energy use, and the high emissions intensity ofggngse is mainly the result of our reliance
on coal for electricity. Australia’s per capita @hicity consumption is about 22 per cent
above the OECD average, while our per capita earissdue to electricity generation are
more than three times the OECD average (see Figarnel Figure 2). The difference is due to
the high emissions intensity of electricity genedain Australia.

Australia
(2008)

QECD average
(2005)

World average
(2005

0 5 10 15 20 25 a0
Tonnes CO,-e per parson per year

Figure 1: Per capita greenhouse gas emissions #@a@iimate Change Review, 2008)

Australia

OECD average

World average

G 1

2 4 B B 10 12
Tonnes CO_-e per person per year

Figure 2: Per capita emissions due to electri@Q5 (Garnaut Climate Change Review,
2008)

As more renewable capacity penetrates the grid, éiméssions intensity of electricity
production delivered via the grid falls because nie& zero emissions renewable capacity,
which has very low marginal cost, displaces emissioroducing coal, gas or distillate-fired
thermal capacity. Figure 19, below, from the Cl&ergy Council’swWind farm investment,
employment and carbon abatement in Australia Refrorh June 2012 shows that every
MWh of generation from wind farms in the Nationdedricity Market directly reduces
carbon emissions, by a factor that varies dependimghe generation technology that is
displaced in each state. Any renewable generatiental the RET scheme would thus clearly
be effective in reducing Australia’s carbon emissio
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Figure 19 Projected abatement intensity of wind farms for each region of the NEM
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Figure 19: Abatement intensity of wind farms in M (Clean Energy Council, 2012)

From a global perspective the Australian targetlgD00 GWh/yr of renewable generation is
small enough to be almost insignificant and a $feorLRET scheme would seem to be the
most effective policy to reduce Australia’s carbemissions given that Australia’s high
emissions are primarily due to the high emissionterisity of electricity generation.
Australia’s policies should, as a minimum, be adigrwith what other countries are doing to
reduce carbon emissions.

As mentioned in the Issues Paper, there are législar planned renewable energy or
renewable electricity targets in over 85 countriasre than half of which are in developing
countries. A significant number of countries havighbr targets than Australia, including
Canada, the USA, all 27 countries in the EuropeaniotJ(Norway, Sweden, Latvia, Finland,
Austria, Portugal, Denmark, Estonia, Slovenia, RoaaFrance, Lithuania, Spain, Croatia,
Germany, Greece, ltaly, Bulgaria, Ireland, Polathe, United Kingdom, the Netherlands,
Slovakia, Belgium, the Czech Republic, Cyprus, HuggLuxembourg and Malta), Russia,
Morocco, Saudia Arabia, India, China, Japan, Mexdod New Zealand. Further details are
provided in response to Q3.

The G8 (France, Germany, Italy, Japan, the Unitedydom, the United States, Canada and
Russia), comprising 51% of 2011 global nominal Gidid 42.5% of global GDP, agreed in
July 2009 an objective to limit temperature chatm@°C. (nternational NegotiationsUK
Committee on Climate Change, 2012).

The main conclusion of the Australian Governmer@lmate Commission ReporiThe
Critical Decade published in May 2011, was that a temperaturecame of 2 degrees is the
upper limit or “guard rail” for global warming, besd which our climate will become
dangerously unstable. To have even a 75% chanstaging below this threshold, global
emissions from 2010 onwards must be limited tolliotn tonnes.

Figure 3, below, sourced from the Potsdam Institsivews the rate of emissions reductions
required from selected countries in order to awideeding the 2 degree guardrail. It allows
an equitable rate of global reductions and takesaocount the current, per-capita emissions
levels of different countries. The work shows tifaevery country had the same carbon
budget per person from 2010, countries like the W@AIld have to reduce more quickly due
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to their high current emissions. As Australia haghér per capita emissions than the USA,
Australia would reasonably have until 2020 to fufignsition to renewable energy in order to
have a 75% chance of avoiding a dangerously umstdishate assuming an equitable rate of
global emission reductions.

Per Capita Global Carbon Budget 2010-2050

|usA

|Germany

Burkina Faso

Rate of emissions by nation
(tonnes of CO, per capita peryear)

e ——

2035 2040 2045 2050

[ - ————— ™ ™

2005 2010 2015 2020 2025 2020

Source: Prof. Hans Joachim Schalinhuber, Direclor, Potsdam insfitute

Figure 3: Equitable rate of emissions reductionedasn per capita population, from the
Potsdam Institute

It would be most environmentally effective to ingse the RET to a 100% renewable energy
target by 2020.

Equity

The relatively small short-term incremental costtorent electricity users from constructing
renewable projects rather than fossil-fuelled geti@n projects would seem insignificant
when examined on a timeframe of decades. This ¢kdshup by the findings of th&ero
Carbon Australia Stationary Energy Plgithe University of Melbourne Energy Research
Institute and Beyond Zero Emissions, June 201@},dH.0-year transition to 100% renewable
energy would cost in the order of 3% of the 2008uah GDP and would have net present
cost of one third that of business-as-usual ($866mBpared to $2354B for the period 2011-
2040), as shown in Figure 7.1, below. T&a&tionary Energy Plarfound that a 100%
renewables scenario would be cheaper than busisegsual even if the cost of purchasing
coal and gas fuels and emissions permits were @adltrom the economic modelling.
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FIGURE 7.1
Economic Model Comparison
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Figure 7.1: Cost comparison from BZE’s Zero CarBaoistralia Stationary Energy Plan

The Garnaut Climate Change Revig008, found that the costs of action on climadtange

in the 2%' century are less than the costs of inaction. Bwew found that GNP is higher
with emissions mitigation than without by the eridree century, and that the loss of present
value of median climate change GNP through theucgnwill be outweighed by other
benefits: “On a balance of probabilities, the Ul of our generation on climate change
mitigation would lead to consequences that woulthhaumanity until the end of time.”

There appears to be no question that in termsuifyegtrong action on climate change in this
decade, including moving to a strong and enforee&®#newable Energy Target of 100%
renewables by 2020, is the most equitable soldtiomll current and future Australians. Any
lesser target will lead to more severe effects folimate change and a bias towards a short-
term profit for certain individuals and businesBesn the exploitation of fossil fuels over the
long-term benefit for all Australians.
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2. Is the target trajectory driving sufficient ingtment in renewable energy capacity to meet
the 2020 target? How much capacity is needed to tntee target? How much is currently
committed? Has the LRET driven investment in skiltkat will assist Australia in the
future?

The LRET has certainly been successful in driving developmenbf renewable energy
projects in Australia — there are currently abouBW of wind energy with development
approval and a further 20 GW of wind energy und=retbpment — however to date the target
trajectory hasiot been driving the financial close, investment anstouction of these projects
and is not expected to do so for at least anothieetto four years. This is mostly due to:

* The presence of a huge number of phantom LGC icates created by the solar
multiplier meaning that electricity retailers andble parties are able to purchase
cheap certificates that have no bearing on renenafdrgy investment or generation,
and hence avoid the need to purchase certificatan tlevelopers or owners of
renewable energy projects; and

« Continuing uncertainty about the future of the RE3ading to a lack of investment by
developers and an unwillingness by offtakers amdbléi parties to sign offtake
agreements.

According toEnergy in Australia 201ZAustralian Government Bureau of Resources and
Energy Economics), 242 TWh of electricity was gated in Australia in 2009-10. Of this,
renewables accounted for 8% (19,711 GWh) as pex pagf the RET Review Issues Paper.
Given that the interim annual target in the REE, Act0, adjusted according to the number of
valid certificates as at the end of 2010 and asveho Figure 5.2 of the Issues Paper, appears
to be approximately 17,000 GWh for 2012, and gitlest in 2009-10, renewable energy
already provided 19,711 GWh, the target trajectorydate appears to be superfluous and
would have had no effect at this stage. Indeed @vémere were no additional renewable
generation installed since 2009-10, it won't beilud®16 that the interim annual target is
larger than the 2009-10 generation figure.

From the above analysis it appears that the RE&nsehand target trajectory has and will be
totally ineffective until at least 2016, at whichipt Australia will still be producing only 8%
of our electricity from renewable sources assunirtgl demand is constant at 242 TWh as in
2009-10 (and if electricity demand was to incretiem renewables would be providing less
than 8%). This will leave 4 years from 2016 to 28@0the construction of enough renewable
generation infrastructure to meet 12% of our eieityr needs (the difference between the
existing 8% and the 20% target).

As a theoretical example, for the existing 2020 IR&rget of 41,000 GWh/yr, 19,700 GWh
would be expected to be generated in that yearebgwable infrastructure that already
existed in 2009-10 so the balance of 21,300 GWhlavbe required. If this were all to be
provided by wind power (currently the cheapest fafmenewable energy), with for example
an average capacity factor of 35%, then 6.95 GWvioid generation would need to be
constructed in those 4 years. Given that thereursently only 2.18 GW of wind power
installed in Australia (Table 15, page 52kafergy in Australia 201,2Australian Government
Bureau of Resources and Energy Economics), thiddvaguire the construction of more
than three times the total current installed wiagacity over a 4-year period starting in 2016.
Considering the slow rate of construction of windjects to date and the continuing lack of
interest from retailers in signing offtake agreetsest a level that would make renewable
projects viable, it would appear unlikely that thRET target will be achieved under the
current conditions.

The extraordinary game of bluff in Australian remdles REnewEconomy, 24 April 2012,

backs up this view, stating that while Australi@sld be busily constructing wind farms and
contemplating the business case for other techiedotp meet the country’s bipartisan
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renewable energy target of 20 per cent by 2020jnthestry is at a virtual standstill, as has
been the case for several years. It notes that #@h6, the target increases at a rate that will
require today'’s installed capacity to be constdi&ach year between then and 2020.

It points out that the uncertainty in the futuretlod Carbon Price and the RET has led banks
to be reluctant to provide long-term financing (&xample wind developers in other countries
can lock in financing for 15 years while in Austaatontracts are as short as 5 years, meaning
developers have to carry a refinancing risk as)wiiht the big three retailers have already
purchased enough cheap certificates to last a nurmabeears and are wielding their
significant market power to play hard ball on powmrrchase agreements, the essential
ingredient for a renewable energy developer B tbi get bank financing; that Origin has been
pushing for delays to or reductions in the targedrijaps due to their substantial recent
investments in coal-seam gas); and that AGL has beimg the depressed renewables market
to cheaply purchase renewable developments suttheamassive Silverton wind farm near
Broken Hill.

There is more than sufficient development to meet2020 target. There are currently about
7 GW of wind energy with development approval arfdréher 20 GW of wind energy under
development.
e If the 7 GW of wind energy with development appilowas constructed, then this
would imply generation of 21,462 GWhiyr
e According toEnergy in Australia 2012Australian Government Bureau of Resources
and Energy Economics), and as per page 9 of thedd3aper, renewables accounted
for 19,711 GWh of electricity generation in 2009-10
* These two sources of renewable energy are suffitemeet the 41,000 GWh/yr
2020 LRET target.
< In addition to this, there is another 6 GW of wigitergy currently in the approvals
process that is likely to be approved in the next {ears, giving the potential for a
further 18,500 MWh/yr by 2020.
Despite the large amount of development proje€ts)viestment and construction of these
projects continues to be delayed it will becomedsgible to construct the required number of
projects by 2020 to meet the LRET target.

Has the LRET driven investment in skills that will assist Australia in the future?

It is difficult to ascertain whether the LRET hasvdn investment in skills that will assist

Australia in the future. The renewables industrygiewing, albeit not at a huge pace.
However much of the investment and demand for sskdl being driven by demand for

renewable energy to offset power usage by desmimatrojects and by demand for small-
scale solar which is not part of the LRET. In thadvndustry, which to date has provided the
cheapest form of renewable energy and hence waukkpected to be dominating the RET,
investment over the last few years has been chigflyen by demand for renewable

generation to offset power for desalination pr@gdgsuch as the Macarthur and Oaklands Hill
wind farms in Victoria; Capital wind farm in NSVeind Collgar, Mumbida, and Emu Downs
wind farms in WA), and by demonstration projects rigw turbine manufacturer entrants
trying to prove their technology in the Australisuarket.

Table 5 of theClean Energy Australia Report 201Clean Energy Council, November 2011,
below, shows that of the total renewable capacityen construction in 2011, 64% was driven
by the requirement to offset desalination plantrgyeise (Macarthur, Collgar and Oaklands
Hill).

Z Assuming an average capacity factor of 35%
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Table 5. Major renewable energy projects under construction
Sources Clean Energy Council Renewable Energy Database
OWMNER STATE
Wind Macarthur AGL{Meridian Energy  VIC 2013 420 MW
Wind Collgar UBS ITT/REST WA 2012 205 MW
Wind Musselroe Hydro Tasmania TAS 2013 168 MW
Wind Crookwell 2 Union Fenosa NSW 2014 92 MW
Wind Oaklands Hill AGL VIC 2012 67 MW
Wind Hallett Stage 5 AGL SA 2011 53 MW
(Blu fFWindgEarm}
Wind Woodlawn Infigen Energy NSW 2011 48 MW
Bioenergy Victoria 2 Sucrogen QLD 011 19 MW
Landfill gas Woodlawn Bioreactor  Veolia Enwironmental ~ NSW 2011 1.1 MW
Services
Solar PV Carnarvon EMC Solar WA 2011 0.3 MW
TOTAL CAPACITY UNDER CONSTRUCTION  1073.4 MW

In the solar industry, large-scale installationsséhdeen driven by direct Government
assistance - again not chiefly by the LRET. Talleofl theClean Energy Australia Report
2011 Clean Energy Council, November 2011, below, shtheslargest existing commercial
solar plants in Australia to date. Each of the Myl projects (Liddell, St Lucia Campus,
Adelaide Showgrounds and Uterne) received diredefa or State Government funding.

Table 14. Examples of existing commercial solar plants
Source: Clean Energy Council Renewable Energy Database

LOCATION

OWNER

FUEL SOURCE

Solar thermal  Liddell ArevaMacquarie NSW 2009 I MW

concentrator Generation
Solar PV St Lucia Campus  University of QLD/ aLp 2011 1.2 MW
Ingenero
Solar PV Adelaide First Solar SA 2009 1MW
Showerounds
Solar PV Uterne Alice Springs NT 011 097 MW
Consortium
Solar PV Marble Bar Harizon Power WA 2010 0.58 MW
Solar PV Singleton Energy Australia NSW 1998 0.39 MW
Solar PV Alice Springs Alice Crown Plaza NT 2009 0.3 MW
Solar PV Ballarat Central Victoria Solar  VIC 2009 03 MW
City Consortium
Solar PV Bendigo Central Victoria Solar  VIC 2009 0.3 MW
City Consortium
Solar PV Gold Coast Carrara Stadium QLD 2011 0.25 MW
SolarPV  AliceSprings  Alice SpringsAirport  NT 2010 0.24 MW
SolarPV  Camavon  EMCSolar WA 201lunder  O3MW

construction
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Although the LRET may not be the driving force mehthe investment in skills, other factors
that have led to the realisation of the projectdireed above and the associated development,
construction, operation and maintenance skills,wilithout doubt, assist Australia in the
future as the country inevitably moves towardseasing renewable electricity generation.

3. In the context of other climate and renewablelips, is there a case for the target to
continue to rise after 20207?

In the context of climate policies and the costlhate change impacts, there is a case for
the target to be significantly increased both ptaand after 2020. A 20% target is too low
based on the accepted climate change science {oefeelPCC Fourth Assessment Report:
Climate Change 2007°'AR4") and there would seem a strong imperatigeiricrease the
Renewable Energy Target to 100% after 2020, oadéhdven by 2020.

A 20% target is also low based on what many otlmemtries are seeking to achieve. As
mentioned in the Issues Paper, there are legistatgdanned renewable energy targets in
over 85 countries, more than half of which are éwaloping countries. A significant number
of countries have higher targets than Australielueing:

e Canada has a renewakelectricitytarget of 90% by 2020.

« The USA has an 80% renewablectricity target by 2035.

e The 27 member states of the European Union (EUd hasombined target of 20% of
all energy use to come from renewables by 2020, which induttensport and
heating fuels in addition to electricity.

 Each EU member country has its own renewadergy target that includes all
energy consumption, not just electricity, for ex¢enp

o0 Norway: 67.5% by 2020;

Sweden: 49% by 2020;

Latvia: 40% by 2020;

Finland: 38% by 2020;

Austria: 34% by 2020;

Portugal: 31% by 2020;

Denmark: 30% by 2020 and 100% by 2050;

Estonia and Slovenia: 25% by 2020;

Romania: 24% by 2020;

France and Lithuania: 23% by 2020;

Spain and Croatia: 20% by 2020;

All the above targets cover a@hergyconsumption, not just electricity. The

remaining 13 EU countries (Germany, Greece, lt&ylgaria, Ireland,

Poland, the UK, the Netherlands, Slovakia, Belgitlhe Czech Republic,

Cyprus, Hungary, Luxembourg and Malta) each ha&b2@newablenergy

targets of between 10 and 18%. In comparison, istralia, renewable

energy sources currently make up 4.8% of our ttalrgy supply and there
is no all-encompassing renewalgleergytarget. Considering thaheé share
of renewables in Australia’s total energy mix hasained largely
constant at around 5 per cent over the last dedadppears unlikely
that Australia’s existing policies, including theER, would achieve

anything close to approaching the minimum targetuoy of the 27

countries in the European Union.

o Inthe EU, the energy (ie not just electricity) aibed from renewable sources
is estimated to have contributed to 12.4% of theopean Union's overall
energy consumption in 2010, up from 11.7% in 2088.per the dot point
above, in Australia the energy obtained from rer#vasourceshas
remained largely constant at around 5 per cent theelast decade.

OO O0OO0OO0OO0OOO0OO0OOOo
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o Austria had a 78% renewal@éectricity target by 2010, Portugal 45%,
Finland 31.5%, Spain 30%, Denmark 29%, and Greec20%
renewableslectricitytarget by 2010.

« The UK is considering introducing a 30% renewalbéeteicity target by 2020
and aim to reduce the carbon intensity of elec¢yriby 90% by 2030 (from
500 gCO2/kWh today to 50 gCO2/kWh in 2030).

e Morocco has a 40% renewable energy target by 202Wefing all energy
consumption), including 2 GW of wind and 2 GW ofaseelectricity plants.

* India has a target of 14.5 GW of additional rendeadectricity by 2015 and 20
GWh of solar electricity by 2022;

e Saudi Arabia has a target of 41 GW of solar by 2032

¢ Mexico: 40% by 2014.

* New Zealand: 90% by 2025.

e China: 17% of China's electricity and 8% of Chinatseergy came from renewable
sources in 2007. This is projected to increaselfh Penewable electricity and 15%
renewable energy by 2020.

e Japan is shifting its focus from nuclear to rendeamergy.

e The G8 (France, Germany, ltaly, Japan, the Unite@atg#om, the United States,
Canada and Russia), comprising 51% of 2011 globaiimal GDP and 42.5% of
global GDP, agreed in July 2008 a target to cuba@l@missions by 50% in 2050.
Building on this, in July 2009 the G8 agreed areotiye to limit temperature change
to 2°C, and that developed countries should cutssions by 80% in 2050 as an
appropriate contribution to the 50% global cut.

Sources:

* What Others are DoincAustralian Government 2012,
http://www.cleanenergyfuture.gov.au/why-we-nee@tt'what-others-are-doing/

e Australian Energy Projections 2034-35ustralian Government Bureau of Resources
and Energy Economics, December 2011.

« Energy in Australia 201,2Australian Government Bureau of Resources and
Energy Economics, February 2012.

e Saudi Arabia to consider 41GW solar capacity taygrEEcharge News, 11 May 2012,
http://www.rechargenews.com/energy/solar/articlSBE3ece

* Randy, green voters might like a taste of Saudirdalvs RenewEconomy, 24 July
2012.

« Renewable Energy PolicyK Department of Energy and Climate Change,
2012,
http://www.decc.gov.uk/en/content/cms/meeting_eyeenewable ener/rene
wable_ener.aspx

* Review of Renewable EnergyKk Committee on Climate Change, 2012,
http://theccc.org.uk/topics/renewables

« Renewable energy in the EU: which countries ardcsetach their targets
The Guardian, 19 June 2012,
http://www.quardian.co.uk/news/datablog/2012/juivé®ewable-energy-
consumption-eu-targets

e International NegotiationdJK Committee on Climate Change, 2012,
http://theccc.org.uk/topics/international-action@imate-change/international-
negotiations

* Powering China’s Development: The Role of Renewahkrgy Worldwatch
Institute, November 200hitp://www.worldwatch.org/node/5491
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In the context of other climate and renewablesciesithere is a strong case for the Australian
target to be increased significantly both prioatal after 2020.

4. Should the target be a fixed gigawatt hour tatgdor the reasons outlined by the
Tambling Review, with the percentage being an oua?

As outlined in the Tambling Review, the target dddae a fixed gigawatt hour target. A fixed
GWh target is established practice throughout th®ty of the RET and as discussed in the
Issues Paper the 2003 Tambling review concluddd tha

"The Review Panel [is] convinced ... that any futiarget should continue to be expressed in
terms of a fixed GWh level. By their nature, profets of electricity demand contain a

degree of uncertainty. The changes in projectedtiébity demand that have occurred since
the MRET was announced demonstrate that a percesifaged target would require the

corresponding generation level to be regularly sed. This would adversely impact on
market certainty. Risk is a key factor in investtragtision making, so that any changes to
MRET that would reduce market certainty would aisduce the prospect of attracting the

required financial backing for projects. The ReviBanel considers that a fixed target is

more compatible with market certainty, with MRERdustry development objective, which
defines a level of renewable energy generationerathan a percentage of a fluctuating

electricity market over which the industry has oatcol."

We support this statement. Recent discussion aisitRET review and statements from
parties advocating a reduction in the RET havetedeaignificant market uncertainty which
has led to both increased risk and difficulty intadbing financial backing for all power
projects (renewable and non-renewable), both iatgrand from external debt providers.

There is considerable increase in uncertainty shthe target be moved from a fixed GWh
amount to a percentage that is regularly reviewed.

In addition, the Commonwealth commitment is &t feast20% of Australia’s electricity
from renewable sources by 2020”. This is consistétit being a fixed gigawatt hour target,
with the potential to increase the target if irémsonably expected that the fixed target will
fall short of the 20%.

5. Should the target be revised to reflect change®nergy forecasts? If so, how can this
best be achieved — as a change in the fixed gigavwsaiur target, or the creation of a
moving target that automatically adjusts to annuahergy forecasts? How should changes
in pre-existing renewable generation be taken irdocount? What are the implications in
terms of economic efficiency, environmental effagness and equity?

The target should not be revised to reflect chamyemergy forecasts unless the revision is
towards an increase in the target. It is more ealevhat the target be revised to reflect
changes in the projected effects of climate changkthe level of urgency for action to cut
emissions.

Energy forecasts fluctuate from year to year, antamnging target based on a moving energy
forecast would create a significant amount of utadety for investors and purchasers of all
electricity and LGCs. Uncertainty inevitably leatdshigher costs and less efficiency — for
example, developers of both renewable and fosslldd plant will face higher funding costs
from banks as the policy position will be less agriover the life of the generation asset.

The RET is a mechanism to encourage and bring fohwhae timing of the inevitable
generation and use of 100% renewable energy inrdisstIt would be backward to reduce
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the target at any point as it would have the effidcbringing Australia further from our
eventual position and encouraging the construadionon-renewable power plants that will
inevitably be required to shut down for environnaéméasons before the end of their lifetime.
This would divert attention from construction ohpterm power generation plant and would
be likely to lead to claims for compensation froower plant owners who are required to
shut down fossil-fuelled plant that has not readhedend of its design lifetime.

In terms of economic efficiency, environmental effeeness and equity, the price of a tonne
of carbon emissions should directly reflect theréntental cost to the environment, and in
turn the incremental cost to humanity, of that ®mf carbon. Electricity generation from

coal and gas does have a significant impact argditmpact should be reflected directly in

electricity policy.

Please refer to our response to question 1 (Areexising 41,000 GWh LRET 2020 target
and the interim annual targets appropriate) fothr comments on the implications of
revising the target in terms of economic efficienegvironmental effectiveness and equity.

6. What are the costs and benefits of increasing,not increasing, the LRET target for
Clean Energy Finance Corporation-funded activitied®hat are the implications in terms
of economic efficiency, environmental effectivenessd equity?

The LRET target should be increased for any Cleaar@y Finance Corporation-funded
activities so that any LGCs generated by CEFC fdmatejects are additional to the existing
41,000 GWh target.

If the LRET target was to remain the same thendiasussed in the Issues Paper, CEFC
investment would affect the mix of renewable eneggneration rather than increasing
renewable generation beyond the 41,000 GWh tafiges. would mean no increase in the
overall number of renewable energy projects contpaoethe amount of generation that
would have been constructed without the CEFCit igpuld be wasting money to achieve an
outcome that would have happened anyway. This wdwed both economically and
environmentally ineffective.

The purpose of the CEFC should be to fund projesiisg emerging renewable technologies,
such as solar thermal, that are not yet cost-catiyeetvith established renewables. If the
LRET was not increased for CEFC projects then tBeC program would have the effect of
reducing investment in the most cost-competitivent of renewable energy (such as wind
and solar PV) which are likely to be ineligible f6EFC funds. This would seem at odds with
the efficient operation of the electricity markethose purpose should be to provide reliable
electricity at the lowest cost to consumers, amthgdy inequitable for developers of wind
farms and solar PV projects who would be disadgetddy the CEFC “picking winners”.

If the LRET target was not to change based uponCGkiRded projects, it would increase the
uncertainty around LGCs for developers of renewablergy projects and lead to further risk
and costs for non-CEFC-funded projects.

The LRET target should be increased for any Cleaar@y Finance Corporation-funded
activities so that any LGCs generated by CEFC fdrtejects are additional to the existing
41,000 GWh target.

The Issues Paper states that increasing the tamg€EFC funded projects would require “a
prediction of how many certificates CEFC fundedjgcts are likely to produce out to 2030,
which is likely to be difficult in the short-mediutarm”. Considering that financing for every
electricity project is dependent on having an aaw®uestimate of the amount of generation
expected, one would think that the number of dedaiés likely to be generated by any CEFC-
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funded project over the period from its commisgignio 2030 would be possible to estimate
relatively accurately, with the target increasecoagdingly.

7. Is the calculation of individual liability usinghe Renewable Power Percentage the most
appropriate methodology?

Yes.

8. Is it appropriate to set the Renewable Powerdesmtage by 31 March of the compliance
year?

No comment.

9. Is the shortfall charge set at an appropriatevés to ensure the 2020 target is met?

In order for the RET to be effective, the shorttdiarge should be set such that the penalty is
a sufficient incentive for parties to purchase LG@&er than suffer the penalty. As such the
shortfall charge should be increased, as a minirsanas to be indexed to CPI. This was
demonstrated by the original RET scheme in 200@2€fr which the shortfall charge was
rendered worthless as a penalty by the end ofdense due to inflation.

Given the lack of investment in renewable energyegation under the current RET scheme
to date, and the likely outcome of not meeting2B20 target if the operation of the RET is

left unchanged, the shortfall charge should berseth higher to ensure that the 2020 target is
met.

As per the response to Question 1, it appearsttieaRET scheme will not lead to any new
construction of renewable projects until 2016 duéhe current oversupply of LGCs from the
solar multiplier combined with the excess LGCs gatesl due to the low starting point and
slow ramp-up of the target from 2010 — 2016.

Considering the slow rate of construction of rengegrojects to date under the RET due to
the excess solar multiplier certificates and the ioterim annual targets, combined with the
associated low interest from retailers in signifftage agreements at a level that would make
renewable projects viable, it appears the 202C:tangl not be met under the existing RET
scheme and LRET target. A significant increasehim ghortfall charge may be a signal to
liable entities that it is worth preparing for th@20 target prior to 2020. The current approach
of playing the LGC market whilst prices are low mgeto be quite a short-term view
considering that it will take a number of yearslamge renewable energy projects to go from
development approval to construction. This will gegticularly significant if a large number
of projects are all being constructed at the sdme just prior to the 2020 deadline. At this
stage it does not appear that liable entities agpaping for the interim yearly targets down
the track and a significant increase in the shibrtfzarge would flag to the market that the
Government intends to follow through with meetihg #1,000 GWh 2020 target.

10. Are there other issues relating to the liabjlior surrender framework the Authority
should consider?

The ability to bank any surplus of certificatesnfrgear to year has served to render the RET
ineffective in terms of encouraging the constructid new renewable generation projects. It
has created a market where many sellers of LGCbarking certificates and waiting for the
currently low price to increase, and many of tladlk entities are buying LGCs as low prices
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and banking them to use in future years againgt tigC liabilities. As a result, there is no
demand for physical renewable infrastructure. Timgket for certificates is far removed from
the purpose of the RET scheme as a means to aclaieleast 20% of Australia’s electricity
from renewable sources by 2020". As a comparidas,riot possible to bank carbon permits
under the Clean Energy Legislative Package (Auatrabovernment, 2012), as they must be
surrendered in the vintage year that they are edeat

The Authority could consider ways in which to ersthiat any surplus LGCs from one year
are not able to be used by liable entities in fityears, thus aligning the focus of the
electricity industry to the physical target of 20&mewables by 2020 rather than the abstract
tradable commodity of certificates.

11. What are the costs and benefits of the currememption arrangements? Are they
appropriate?

The RET includes partial exemptions for trade-explosntities. Considering that at least 85
countries have some form of renewable energy tasgeh exemptions may not be relevant.

As the exemptions mean that other market partitiphave increased liability, this would not
seem fair, particularly if the exempt parties aheste that are contributing in a larger
proportion than other companies to the emissiogreénhouse gases (eg petroleum refiners
who may currently apply for an exemption from thETR The exemption may be giving
those exempt companies an unfair cost advantag@arech to the majority of Australian
companies who are liable under the RET for thetedity they use.

Self-generators, who are not liable under the Rif€sumably include a large humber of
mining projects in Western Australia who have tlwim off-grid electricity generation. It is
not equitable that those companies be exempt framtimnal scheme. Again, the broader
community and other power users are unfairly expdseincreased liability due to these
exemptions.

12. The self-generator exemption pre-dates the amiss intensive, trade exposed partial
exemptions — are both required? If so, why?

As any exemptions mean that all other users oftridég have increased liability, it is
suggested that no entities are given special teyattomder the RET. As such, no exemptions
should be applicable.

13. What, if any, changes to the current exemptiarrangements should be made? What
would be the impact of those changes on directlyeated businesses and the broader
community?

It is suggested that it would be more equitablealbbusinesses and all electricity consumers
if there were no exemptions for any parties underRET scheme. As the implementation of
the RET scheme involves trading in Renewable En&eptificates, there is no reason why
self-generators could not be involved in that madespite not being directly connected to a
source of renewable energy. Indeed, if self-genesawvere not exempt from the RET there
would be an incentive for them to investigate ttdition of renewable energy towards their
power needs.
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14. Is a list approach to ‘eligible renewable soeg: appropriate?
The list approach to “eligible renewable sourcesappropriate, and as stated in the Issues

Paper this list is consistent with the definitiogt ®ut in the Intergovernmental Panel on
Climate Change 2011 repoRenewable Energy Sources and Climate Change Muaigat

15. Are there additional renewable sources whiclosld be eligible under the REE Act?

We do not believe that any additional renewableeishould be eligible at this time.

16. Should waste coal mine gas be included in tHeTR Should new capacity of waste coal
mine gas be included in the RET?

Considering that the burning of coal is the chiefitdbutor to global warming and climate
change, and hence the biggest reason why the REJgisred, it would seem absurd that

waste coal mine gas be included in the RET. ReaewableEnergy Target is designed to
promote renewable energy; waste coal mine gastisenewable.

17. What would be the costs and benefits of anyoramended changes to eligible
renewable sources?

It is recommended that there be no changes tasthef leligible renewable sources.

18. Are the LRET accreditation and registration predures appropriate and working
efficiently?

To our knowledge, the LRET accreditation and regi&in procedures are appropriate and
working efficiently.
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Small-scale Renewable Energy Scheme

19. What do you consider to be the costs and béseadi having a separate scheme for
small-scale technologies?

The separate scheme for small-scale technologiesldstallow the large-scale LRET to

function as intended. Otherwise, as demonstrat@®19-2011, specific incentives for small-
scale generation such as the solar multiplier redube incentive for large-scale projects
under the RET and reduced the effectiveness oREEE itself due to the creation of large
numbers of certificates that were not associatel generation.

20. Should there continue to be a separate scheanesimall-scale technologies?

Yes.

21. Is the uncapped nature of the SRES appropriate?

Yes.

22. What do you see as being the costs and benefign uncapped scheme in terms of
economic efficiency, environmental effectivenesdaaquity?

Considering that the number of small-scale STCsi0$ equivalent to the amount of
generation being installed due to the solar mudiphnd due to the amount of generation
being estimated based on the location of the sscalle system at the time of installation
(deeming) rather than being tracked year-to-yéa number of certificates is unlikely to be a
good reflection of the amount of renewable eleitiribeing generated by small-scale
projects. Such practices don’t take into accountemtal shading of panels, non-ideal
orientation or tilt of panels, or breakdowns of ipguent in individual installations, each of
which may lead to significant reductions in the powroduced from a system when
compared to its “deemed” generation.

Considering the potential low correlation betweba humber of STCs and the amount of
generation from small-scale installations, there isignificant benefit to the scheme being
uncapped in terms of meeting the goal of the REIthe Commonwealth commitment to “at
least 20% of Australia’s electricity from renewabtaurces by 2020".

23. Is the SRES driving investment in small scalenewable technologies? Is it driving
investment in skills?

The SRES, combined with the various state-baseat $etd-in tariffs appear to be driving
investment in small-scale renewable technologiparticularly solar PV. However the uptake
of household solar PV systems appears to have dloamsiderably as the feed-in tariffs have
been reduced in each state, so it remains to lreveeether the SRES alone will continue to
be a driver for small-scale investment. Considetireg the SRES is treated as a reduction in
the upfront capital cost, it is likely that any amé of reduction in capital cost due to the
SRES will help to drive further investment.
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24. What is the appropriate process for considerimgd admitting new technologies to the
SRES?

No comment.

25. Should any additional small-scale technologieg eligible to generate small-scale
technology certificates?

The current list of eligible technologies — solaf, Rvind, hydro and solar water heaters — is
appropriate. As per the Council of Australian Goweents’ recommendatioris the Review
of Specific RET Issuge# is considered that no new small-scale genamatechnologies are
sufficiently developed for inclusion in the RET.

26. Is it appropriate to include displacement tediogies in the SRES?

It is not appropriate to include displacement tetbgies in the SRES. As the RET was
developed as a means to achieve the Commonwealtimitment to “at least 20% of
Australia’s electricity from renewable sources 102@", displacement technologies would not
be included in this definition.

However, as it is just as important (if not morgaortant) to reduce our use of electricity as it
is to ensure that such use comes from renewableesyulisplacement technologies should
have their own incentive scheme to encourage iiallation and use.

As outlined in Table 6.2 of the Issues Paper, tis¢allation of solar water heaters has been
reducing each year since 2009. This indicatesti@aSRES is not an effective mechanism to
encourage their installation.

27. Should additional eligible technologies undehet SRES be limited to generation
technologies?

Yes, as per the response to 26, above.

28. Is deeming an appropriate way of providing écates to SRES patrticipants?

Deeming is a useful method of providing certificate SRES patrticipants as (1) it would be
impractical for most participants to apply annualty certificates and (2) it provides a
worthwhile upfront incentive to offset the initiepital cost outlay of the system.

However deeming is likely to cause a huge uncdstdim terms of the generation actually
produced when measured against the deemed cadffigaovided for a system — there is
perhaps little incentive for households to repaiderperforming systems or breakdowns
given that many state-based feed-in tariffs are lvover than the cost of electricity purchased
from the grid. Further, many systems will be ins@lin places that generate either more or
less than the deemed generation - many panelsowiihaded at various times of the day,
many will not be installed at optimum tilt or ortetion, and some systems will have tracking.
As many household PV systems are not monitored atter their installation, it is likely that
most owners do not check that their system is pmiifg as expected.

A feed-in tariff would seem to be a much cleareywmcompensate small generators for the
actual amount of electricity produced. It would pobtvide an upfront subsidy, but with the
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cost of systems reducing and options such as kzaing now available, an upfront subsidy
is not so important.

29. Are the deeming calculations for different snigktale technology systems reasonable?

The calculations are very general, but given thateffect of the deeming is mostly to provide

a reduction in the upfront cost to the owners obléscale systems, and given the large
number of factors that could affect the performanica system, such general calculations are
reasonable.

As per the comments to 28, above, a feed-in taffild seem to be a much clearer way to
compensate small generators for the actual amoluedeatricity produced. It would not
provide an upfront subsidy, but with the cost afteyns reducing and options such as solar
leasing now available, an upfront subsidy is nangoortant.

30. What are the lessons learned from the use ofitipliers in the RET? Is there a role for
multipliers in the future?

The use of the solar multiplier was a disasterldoge-scale renewable generation projects
and developers, who could not compete againstghantom’ certificates created from the
solar multiplier and which unfairly skewed the nmetrkowards more costly small-scale solar
PV compared to cheaper large-scale wind or solarepoSimilarly, it was environmentally
ineffective considering that the effectivenesshef scheme was reduced in proportion to the
solar multiplier (due to the 5x solar multiplieh, @ertificates fromall renewable technologies
were then effectively only worth one fifth of thgieneration value). It has been estimated that
the solar multiplier led to an increase in emissioompared to the outcome that would have
eventuated had the solar multiplier not existede thuits effect of stopping investment in
large-scale generation backed by real certificates.

The large-scale renewable market is only now beggmo recover as the oversupply of
certificates is reducing and liable entities argiimeing to consider their liability under the
RET for the last few years prior to 2020.

The effect has been that despite the large nundbexertificates that have been created, there
is not a corresponding amount of electricity begenerated. This has rendered the RET
virtually useless to date as a means of encouraggvglopment of new renewable power
projects and, as there are still excess certificat@ilable in the market, it leaves the situation
where it may not be likely that the Commonwealtbemmitment to “at least 20% of
Australia’s electricity from renewable sources 02@" will be achieved.

If multipliers are to be used in future, it is fiamdental that they do not provide direct
competition with technologies that are not eligifile such multipliers and that they do not
water down the effectiveness of the RET.

A feed-in tariff would seem to be a much cleareywmcompensate small generators for the
actual amount of electricity produced rather thamg a multiplier. It would not provide an
upfront subsidy, but with the cost of systems reuye@nd options such as solar leasing now
available, an upfront subsidy is not so importalsing a national or state-based feed-in tariff
rather than a multiplier would ensure that the REds not unfairly skewed towards a
particular generation type or installation size #mat the RET was not watered down by the
phantom certificates that are not in proportioel&ctricity generation.
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31. Is the Small-scale Technology Certificate Clewy House an effective and efficient
mechanism to support the operation of the SRES?

The STC Clearing House and registration for STQwisunderstood by the vast majority of

householders who have installed small-scale systamsreceived STCs. Thus it is left to

installers to be or deal with registered agentsSS6€s and the majority of householders end
up receiving the $25 to $30 secondary market ST€ pather than the $40 clearing house
price.

As per the comments in the Issues Paper, a fe&atiffiwould seem to be a much clearer
way to compensate small generators for the actmalat of electricity produced. It would
not provide an upfront subsidy, but with the coksystems reducing and options such as
solar leasing now available, an upfront subsidyoisso important.

32. Should changes be made to the Clearing Housaagements? If so, what would be the
costs and benefits of any suggested alternativerapphes?

As per the comments in the Issues Paper, a fe&atiff would seem to be a much clearer
way to compensate small generators for the actalat of electricity produced. It would

not provide an upfront subsidy, but with the coksystems reducing and options such as
solar leasing now available, an upfront subsidyoisso important.

33. Is $40 an appropriate cap for small-scale ckcttes given the recent fall in cost of
some small-scale technologies, particularly solavP

Given that the majority of householders receivesbeondary market STC price ($25 - $30)
rather than the $40 cap, the cap would seem sonésslavant.

34. Are the SRES administration arrangements appriape and working efficiently?

No comment.
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Diversity of renewable energy access

Should the RET design be changed to promote gredigersity, or do you think that, to the
extent that there are barriers to the uptake of ethtypes of renewable energy, these are
more cost-effectively addressed through other méans

The RET should encourage the most cost-effectivengoof renewable energy without
picking winners in terms of technology or scale.thie extent that there are barriers to the
uptake of other types of renewable energy, theylshioe addressed outside the RET scheme.

What would be the costs and benefits of driving mdaliversity through changes to the RET
design?

The most cost-effective form of renewable energyegation during the life of the RET to
date has been large-scale wind. It is expectedathedme time between now and 2020, wind
may be joined by solar PV and potentially solarried as cost-effective technologies, both
around the world and in Australia.

In order to achieve a large-scale shift in genenatowards renewables in a short timeframe
with the lowest impact on consumers, the RET shasulgbort lowest cost technologies that
are currently in commercial operation. There dagsseem to be any benefit in driving more
technology diversity which would imply supportinguloping technologies that are not yet
demonstrated commercially.

Review frequency

What is the appropriate frequency for reviews oEtRET?

A two-year review frequency would seem reasonalengthe increasing urgency with
which countries around the world are taking stepsatkle climate change, but the review
should be limited to increasing the target and mte the investment uncertainty around
possible decreases in the target. The 2-year repégiod, combined with the vested interests
of certain parties to reduce their RET liabilitytormake political gain, has adversely affected
the entire electricity industry. It has led to uramty, increasing risk and project costs, and
delayed investment decisions, both in terms ofweisdes and fossil fuelled generation.

What should future reviews focus on?

Future reviews of the RET scheme should focus on:

« The effectiveness of the scheme and whether ihigaxk to meet its purpose and its
target;

* Whether the target should be increased,;

* Whether the penalty (shortfall charge) should lbesiased;

* Whether there are other barriers affecting theciefit, effective and equitable
deployment of renewable electricity generationgety, such as discriminatory planning
laws for wind farms, and how such barriers candskessed.

« Whether there are other schemes that should b place to complement the RET
scheme, such as energy efficiency programs to esgewa reduction in electricity use,

Submission of comments on the RET Review Issues Paper Page 23 of 26



or a renewablenergytarget in addition to the existing RET which idyoa renewable
electricitytarget.

Further Comments

In addition to the responses to the questions poséide Issues Paper, we wish to add the
following comments in relation to the RET review:

LGCs versus electricity generation

The existence of a certain number of LGCs does imply that the Commonwealth
commitment to "at least 20% of Australia's eledyifrom renewable sources by 2020" will
be met, since banked LGCs from previous years ateequivalent to the generation of
electricity in the current year.

Effectiveness of previous renewable energy schemes

Page 27 of the Issues Paper states that the RPRIarwas 5.62% and the RPP for 2012 is
9.15%. These are extremely low targets consideéhiaga number of states in Australia were
supposed to have already met their own renewaldeggriargets (including Victoria’'s 10%
renewable energy target by 261the NSW NRET of 10% by 20%0and South Australia’s
renewable energy target of 20% by 2014

With the exception of the South Australian schem@ewable energy schemes that have
existed in Australia to date have not met thege#s. For example,

» The 2001 MRET 9500 GWh target was supposed to teadn additional 2%
renewables by 2010 however, as outlined in theelsdeaper, it only represented
somewhere between 0.1% and 1.4% of total demand,;

e Only 3.9% of Victorian power came from renewable2011 despite the Renewable
Energy Target that was supposed to source 10% femewables by 2010. In
comparison, 3.6% of Victorian power came from realels in 2002 (prior to the
target)®

* Renewable generation in NSW is currently no momntle% of total generation
although NSW had a 10% target by 2010.

It would be prudent to consider these outcomesgint lof the current status of the RET
scheme to ensure that the RET does not also turto e ineffective.

Support for fossil-fuelled generation

We note that the Queensland Gas Scheme has beperation since 2005, which required
13% of Queensland’s electricity consumption to tmmf gas by 2009, 15% by 2010 and
which appears to still be operating at £5%his may be relevant to the RET review in the
context of state and federal governments givingrityi to or providing support for fossil-
fuelled generation over renewables if the RET waset reduced.

® Victoria Leads Nation on Renewable Energy Target, Media Release from the Minister for the
Environment, Minister for Energy and Resources, Victorian Government, 17 July 2006.

* NSW Renewable Energy Target Explanatory Paper, NSW Government, November 2006.

®> A Renewable Energy Plan for South Australia, Government of South Australia - Office of the
Commissioner for Renewable Energy, October 2011.

® ALP energy targets a 'gimmick’, The Age, 7 April 2011.

" Renewable Energy, NSW Government Trade and Investment, 2012,
http://www.trade.nsw.gov.au/energy/sustainable/renewable

® Queensland Gas Scheme, Queensland Government — for Business and Industry, 10 August
2011. http://www.business.gld.gov.au/industry/energy/gas/queensland-gas-scheme
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As noted in the response to Question 1, Austraias and gas reserves are increasingly in
demand and the Australian energy sector has respobyg ramping up exports. This has
already resulted in a substantial increase in traedtic price of these commodities as they
compete with China, India and Japan. Domestic gimegpare likely to rise further as they
move toward parity with international markets amy @ontinued support for fossil-fuelled
generation, leading to reliance on these commaditee Australia’s energy supply, is
becoming an increasingly high-risk energy policyoniestic buyers of gas already face
difficulty arranging supply contracts despite abamdcapacity because resources are being
allocated to offshore markets.

Port Jackson Partners’ presentatibhe Outlook for Retail Electricity Price7 September
2011, provides estimates of gas fired generation costQteensland up to 2020. They show
that the current market expectation of the Long Riamginal Cost of gas generation is higher
than the price of offtake agreements that wouldenaind power projects feasible.

Requests or comments about reducing the RET hawes amlely from those with vested
interests in profiting from fossil-fuelled genematiover renewables (eg Origin Energy, who
in the last few years has invested heavily in tixeetbpment of coal-seam gas).

Impact of wind farms

Section 4.6 of the Issues Paper notes that thetNdtHealth and Medical Research Council
is investigating the impact of wind farms on hunteealth by commissioning a systematic
review of the scientific literature to examine thessible impacts of wind farms on human
health, including audible and inaudible noise. Wauld like to point out that the National

Health and Medical Research Council concluded ®irtR009 study that “there was no

published scientific evidence to positively linknali turbines with adverse health effects.”
(Wind Farms and Human HealthAustralian Government National Health and Medical
Research Council, 3 Sep 2012). This assessmenthesatassessments by other similar
agencies throughout the world.

The scientifically accepted research on wind twhimise, both audible and inaudible (such
as low frequency noise) continues to show themoigstablished link to health issues. It is
also important to note that there is a significlewel of misinformation and lies about the

impact of wind farms, ranging from health to lara@lues, being spread in the media by a
handful of anti-wind farm lobby groups.

Public support for wind energy projects remainshhigarious polls conducted by developers
of wind farms and by the Clean Energy Council condi to indicate that nearly 80% of

people support wind farms, including those livingareas that already have wind projects in
their area.

Cost of the RET

Section 7.1 of the Issues Paper points out thatafothe RET is low compared to the total
cost of electricity (2.3% in total for the LRET arf®RES) and it is expected to reduce
significantly considering the reduction in the Shigdchnology Percentage (STP) for 2013
and 2014 compared to 2011 and 2012.

LRET and SRES costs are quantifiable costs of rabawgeneration. It would be prudent to
compare the cost of the RET to an analysis of ts¢ af any expected increase in the price of
fossil fuels (particularly gas as Australia’s gasarves become exposed to and hence are
expected to reach parity with world gas prices)vall as the various external costs of fossil-
fuel generation including: loss of long-term protive land to short-term mining; increased
climate change due to continued emissions fromaetitm, processing, transport and burning
of fossil fuels; and costs associated with heatltpacts of fossil fuel emissions (air pollution,
respiratory diseases, more severe weather systarhgling droughts and floods, sea level
rise, ocean acidification, extinction of flora dadina, etc).
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Impact on market prices

As per Section 7.2 of the Issues Paper, experiertbethe merit order effect in Germany and
in South Australia have demonstrated that increaténels of renewables (predominantly
wind and solar) in the grid lead to lower electyigrices.

Electricity network security

As noted in Section 7.3 of the Issues Paper, AEEgires all significant new generation to
participate in central dispatch processes to contitput and hence ensure network security.
Network security seems to be an issue that isddigeopponents of renewables as a reason
that renewables should not be supported, howeverdatice, areas around the world that
have increasing levels of renewables in the gmdididing South Australia) have achieved
this without an adverse impact on network seculithas been demonstrated that the output
of intermittent generation such as wind and sader loe reliably predicted in advance, and as
more is constructed over a larger area the sprdatboations means that any local
intermittency is significantly reduced.
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