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The Renewable Energy (Electricity) Act 2000 is a crucial first step towards an energy mix
where renewable energy plays a significant role. One of CSIRO’s roles in Australia is to look
beyond the immediate market place to the future. To this end, one of the stated objectives of
the Act as being the development of a robust renewable energy industry in Australia is
regarded as being of tremendous importance to Australia’s energy future, not just to 2010, but
decades beyond.

If we look at Australia’s business-as-usual CO, emission projections, it is clear that just
making improvements to the efficiency of fossil fuel-fired power stations will not even allow
our greenhouse gas emissions to stabilise, let alone make the reductions necessary in a
carbon-constrained environment. A significant part of Australia’s energy mix will need to
come from a low or zero greenhouse gas emission source, such as renewables. The later we
leave the implementation of such sources, the bigger and more drastic may be the task to
make an impact in the future, especially given the long lead times and long life times of
conventional generating equipment. One of the most important outcomes of this 9500GWh
will not so much be the tonnes of CO, that are avoided, because in the whole scheme of
things that will not be significant, but rather the strength, depth and competitiveness of the
industry that it develops.

To date, delivered REC’s have come primarily from hydro, solar hot water, landfill gas, a bit
of wind (thus far) and some cofiring. I take nothing away from the importance of these
technologies, but hydro, solar hot water and landfill gas are established industries in Australia,
and wind is an established industry overseas. Hydro and landfill are limited in delivering
significant future greenhouse gas reductions in Australia. Biomass cofiring is to a degree
opportunistic in that there needs to be an established biomass source fairly near the existing
power station.



There is I believe the potential that, come 31% December 2010', we will be congratulating
ourselves for having met the 9500GWh. In fact what we may have done is used up much of
our low-hanging fruit, and not have developed a robust domestic industry with which to move
forward. The industry could in fact be in a more difficult position than it is now. It is certainly
natural in a competitive industry to utilise the cheapest resources, however because renewable
energy is usually resource-constrained?, there needs to be incentives to develop succession
technologies once the “cheap and easy” sites are gone.

Australia’s largest energy resource is solar energy. A recent IEA study has concluded that
Australia has the highest average solar radiation of any continent in the world. Despite the
attractive long-term benefits of solar, the present structure of MRET makes it unlikely that
solar electric technologies (solar thermal electric or PV) will make any more than a minor
contribution to MRET. Despite being recognised around the world as a “sunburnt country”,
our solar energy contribution could be insignificant.

It is suggested the Committee give consideration to the extent to which the Act has stimulated
new industry which, most importantly, has a resource base of significant-enough capacity to
be sustainable beyond 2010/2020.

Though this review is occurring early in the life of MRET, it provides the opportunity to
recommend some changes which will have time to be effective.

A number of submissions will make the recommendation that the 9500GWh level be
increased. Given the negligible marginal cost passed through to consumers and the significant
potential gain to the industry, this is supported. However there are innovative ways of
achieving this.

One possibility is that any increase in the MRET target above the present 9500GWh be met
through a portfolio approach’. Though the portfolio approach receives criticism of distorting
the market, it should be recognised that MRET itself is no more than a distortion of the wider
electricity market. MRET has been introduced to support and establish an industry seen as
having particular importance for Australia, an industry which would not otherwise be
developed. At a sub-level therefore, the argument could be made that MRET will be most
successful if the particular technologies developed are those having the most chance of long
term application for our country.

To minimise any chance of disruption that introduction of a portfolio approach may cause to
the rest of the market (though so early in the scheme this would be minimal), the portfolio
segment could be introduced above the existing 9500GWh. The idea would be that different
technologies would be assigned different levels of support from the market. Whether this
were through assigning more than one REC to each MWh of a particular technology, or
assigning a higher penalty, the effective result would be the same. This of course raises the
curly issue of just what level that should be, but that is no different to having had to determine

' Though the measure continues to be enforced until 2020, contributing power stations will on the whole be in
place by 2010. Apart from replacing some solar hot water heaters and REC’s from depleted landfills, post-2010
will primarily be a matter of operating and maintaining existing capital.

2 Wind, hydro and landfill are site-constrained, biomass is supply-constrained, etc

* An attractive means of targeting specific technology development is through support and incentives outside of
MRET. However that is outside the scope of MRET legislation and thus this submisison. The portfolio approach
is one means within the scope of the legislation.




a level (of $40/MWh as it turned out) for REC’s over conventional electricity in the first
place.

A portfolio arrangement is not without precedence. In Spain, Royal Decree 2818 of 1998
mandates different levels for different renewable technologies4. The old NFFO scheme” in the
UK was able to award different prices for different project applications. Arizona and Nevada
specify that solar thermal electric and solar PV must make up a minimum share of the total
renewable contribution. In Arizona, a caveat is attached to their standard effectively halting
the annual increase in the mandated requirement for the specified technology until the costs
decrease to a cost/benefit point determined by the Commission. Such a caveat would be an
important feature if a portfolio scheme were to be considered here. It could be constructed in
such a way as to ensure the portfolio technologies have to meet lower and lower thresholds
each year. A table of US State Minimum Renewable Energy Requirements (2003) is attached.

If a portfolio scheme were to be introduced, consideration must be given to the fact that it has
already lost 3 of the twenty years over which to amortise the up-front capital.

The submissions of Bioenergy Australia and CSIRO’s Bioenergy Business Group are also
supported.

In conclusion, MRET has the opportunity to be responsible for fostering a vibrant and robust
renewable energy industry in Australia, producing cost-effective technologies for overseas
markets. However it presently runs the risk of resulting in a no-man’s land of technologies
due to unknown’s with “what happens next?”” Consideration needs to be given to ensuring that
the 9500GWh are not met as an end in itself, but that the scheme provides continuity,
reliability and incentives to develop technologies that will be of long-term significance in
Australia’s energy mix.

I would be most pleased to provide further information to this submission if required.
Yours sincerely
Wesley Stein

Renewable Energy Business Development Manager
CSIRO Energy Technology

4 Levels are 0.028Euro/kWh for primary biomass, 0.029Euro/kWh for wind, 0.18Euro/kWh for PV>5kW,
0.361Euro/kWh for PV<5kW., 0.12Euro/kWh for solar thermal electric (introduced in 2002).

> The NFFO scheme has been criticised for not having developed a domestic renewables industry (it did spurn an
influx of overseas technologies), however a number of projects that were awarded contracts then subsequently
failed to achieve necessary Approvals.




