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Unlocking Green Metals Opportunities for a Future Made in Australia

The Australian Energy Council (‘AEC’) welcomes the opportunity to make a submission to the
Department of Industry, Science, and Resource’s (‘DISR’) consultation on Unlocking Green
Metals Opportunities Consultation Paper (‘Consultation Paper’).

The Australian Energy Council is the peak industry body for electricity and downstream natural
gas businesses operating in the competitive wholesale and retail energy markets. AEC members
generate and sell energy to over 10 million homes and businesses and are major investors in
renewable energy generation. The AEC supports reaching net-zero by 2050 as well as a 55 per
cent emissions reduction target by 2035 and is committed to delivering the energy transition for
the benefit of consumers.

The Federal Government’s Future Made in Australia agenda aims to cement Australia as an
indispensable player in the global energy transformation to net-zero emissions. This
Consultation Paper looks at one aspect of this, which is to build greener supply chains for
Australia’s production of critical metals.

The Paper notes the intent to leverage renewable electricity to support the production of green
metals, especially green hydrogen, at scale. The ability of Australian businesses to export green
metals to international markets will require showing certification that the metals were produced
through renewable electricity. The current method to show certification — purchasing Large-Scale
Certificates (LGCs) through the Renewable Energy Target (RET) scheme - is set to wind down in
2030.

Given that much of the demand for green metals is expected to come after 2030, itis critical that
an enduring green certification scheme is in place. The Federal Government is developing the
Renewable Electricity Guarantee of Origin (REGO) scheme to serve this purpose and intends to
rolloutitunderthe Future Made in Australia agenda. The AEC supports thisintentand encourages
the REGO scheme to be in place by 1 January 2025 (as proposed) or as soon as possible.

As explained in the attached article, setting up an enduring green certification scheme now will
give Australian producers and prospective customers — domestic and international - the policy
certainty they are looking for to facilitate long-term investment decisions in major metal
manufacturing and processing projects. International markets are already mobilising around
stringent international expectations for renewable certification and Australia should be seen as
leading from the front.

The Department should also think about the impacts of major infrastructure projects on
electricity demand and resource availability, especially in the context of major renewable
projects being built over the next decade. Green steel production relies on a complex supply
chain, including sourcing of renewable energy, hydrogen production, and raw materials.
Ensuring the availability and sustainability of these inputs can be challenging, especially in
remote areas.
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Establishing the necessary infrastructure for green steel production, such as renewable energy
generation facilities and hydrogen production and distribution networks, requires significant
planning, investment, and coordination among various stakeholders. Given the challenges the
energy transition is facing through the accelerated build of renewable infrastructure and
transmission networks, there is an opportunity to combine this planning through the Net Zero
Australia Authority, as well as the Net Zero Plan (and the sector plans underpinning it).

Any questions about this submission should be addressed to Rhys Thomas, by email
Rhys.Thomas@energycouncil.com.au .

Yours sincerely,

Rhys Thomas
Policy Manager
Australian Energy Council
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June 27, 2024

Green certification key to Government’s climate ambitions

The energy transition is creating surging corporate demand, both domestically and internationally, for
renewable electricity. But with growing scrutiny towards greenwashing, it is critical all green electricity
claims are verifiable and credible. The Federal Government has designed a policy to perform this
function but in recent months the timing of its implementation has come under some doubt.

Here we look at what is known as the Renewable Electricity Guarantee of Origin (‘REGQO’) scheme and
why its swift implementation is so critical to meeting the Government’s climate ambitions.

The REGO in a nutshell

Last year, the Federal Government started work on the REGO scheme, which is designed to be a
voluntary mechanism for the certification of renewable electricity. It would allow energy businesses to
claim a certificate for each megawatt hour of renewable generation created which they can then sell
to entities (mainly corporations, governments, and councils) wanting to show their green credentials.

During consultation, the Department described renewable certification as an “important building
block of the decarbonisation plan” and a “key enabler of decarbonisation across our entire economy”
because it would:

e (Capitalise on growing voluntary corporate demand for green electricity, which would provide
incentives for companies looking to invest in renewable generation.

e Support Australia’s ambition to be a renewable superpower by providing transparency and
confidence to global markets that exports like hydrogen are produced using green electricity.

The Department proposed a draft design of the REGO framework in October last year with the intent
to commence from 1 January 2025. However, since then, there has been no movement on the REGO’s
progress, and some concern is growing that the policy’s rollout may have stalled.

While the Government no doubt has plenty on its plate heading into an election, setting up an enduring
green certification scheme should be a high priority — in fact, the Climate Change Authority stressed
only late last year that a certification mechanism beyond 2030 is critical to maintain momentum in
renewable investment.

Let’s look at why.
Green certification will capitalise on growing voluntary demand for renewables

Much has been said over the past few weeks about Australia’s 43 per cent emissions reduction target
by 2030 and whether it is achievable. Ultimately there is no silver bullet for decarbonising Australia’s
economy, and only through a robust policy framework will industry have certainty and confidence to
invest in low carbon technologies.

So far, the Government has focused on meeting its interim target through accelerated decarbonisation
of the electricity sector, framed through an 82 per cent renewable energy target. Alongside state
initiatives, the Federal Government has two major policy levers to incentivise renewable investment —
the Renewable Energy Target (‘RET’) and expanded Capacity Investment Scheme (‘CIS’).


https://storage.googleapis.com/files-au-climate/climate-au/p/prj291cc9979281a4ffc59d8/public_assets/Renewable%20Electricity%20Guarantee%20of%20Origin%20Approach%20Paper.pdf
https://storage.googleapis.com/files-au-climate/climate-au/p/prj291cc9979281a4ffc59d8/public_assets/Renewable%20Electricity%20Guarantee%20of%20Origin%20Approach%20Paper.pdf
https://www.climatechangeauthority.gov.au/sites/default/files/documents/2023-11/2023%20AnnualProgressReport_0.pdf
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These policies will push Australia closer to its interim targets but are not expected to be enough on
their own. Recent modelling suggests even with full delivery of the 23 gigawatts under the CIS, there
will still be a nine-gigawatt gap compared to what is needed to reach 82 per cent, creating an awkward
policy dilemma.

While the Government is understandably focused up to 2030, all new renewable projects will run
beyond 2030 and therefore market participants (especially those without CIS access) want to see long-
term investment signals before they commit. Moreover, there is the known reality that continued
investment in renewable generation is needed post-2030 to inch closer to net-zero (as well as replace
retiring renewable assets).

This is where a green certification scheme can help. The last few years have seen exponential growth
in voluntary demand for renewable generation, driven by governments and companies making climate
commitments (see Figure 1 below). The Clean Energy Regulator says the incoming climate disclosure
reforms should further accelerate this demand.”

Figure 1: Voluntary demand for Large-scale Generation Certificates (LGCs) (Q1 2019 to Q1 2024)

Q1 2019 to Q1 2024
6000000 LGCs

4000000 LGCs

|
- 0
2000000 LGCs | - 0
] i

Volume of LGCs

0LGCs
S S S S > & &
N Iy B N S L L R T, (- T
$ S & S F S S
Voluntary @ Local, state and territory Compliance @ Other

Source: Clean Energy Regulator Quarterly Carbon Market Report June 2024

While there is an existing certification scheme through the RET, its design is over 25 years old and is
set to wind down in 2030. This is problematic because those investing in renewable generation want
to see enduring certification in place so they have policy certainty on their likely return. Meanwhile,


https://www.smh.com.au/business/the-economy/grid-needs-more-clean-energy-than-federal-scheme-will-deliver-20240311-p5fbdk.html
https://cer.gov.au/node/4545
https://cer.gov.au/markets/reports-and-data/quarterly-carbon-market-reports/quarterly-carbon-market-report-march-quarter-2024/large-scale-generation-certificates-lgcs#non-ret-lgc-demand-on-track-for-a-record-year
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those buying certified renewable electricity are starting to have more stringent expectations about
renewable energy attributes, which the RET is not designed to meet.

For example, an energy attribute that is seeing increased demand is timestamping (i.e. the time at
which the renewable electricity is generated). This is important to companies with claims about being
100 per cent renewable and is a proposed design feature for REGO certificates.

Looking forward, timestamped certificates should provide an incentive for companies to produce
green electricity (likely in combination with storage) at times where fossil fuel generation is dominant.
This is because green electricity produced at times of otherwise low renewable supply will fetch a
premium from the voluntary market. Incentives of this type will become more important over time as
the cost of additional renewable penetration increases the closer we get to zero electricity missions.

Lastly and importantly for government, the REGO will not be a cost impost on customers. Unlike the
RET, REGO certificates would be voluntary meaning there is no requirement for electricity retailers to
purchase them.

Green certification will fast track Australia’s ambition to be a renewable superpower

During the May budget, the Federal Government committed $8 billion in incentives over ten years to
support the production of renewable hydrogen — a key part of its Future Made in Australia ambition.
The details and design of these incentives will be consulted on later in the year.

In a recent speech, Treasurer Jim Chalmers set expectations for around 20 large renewable hydrogen
projects to come online through this incentive. But this will not happen right away. In fact, the Clean
Energy Finance Corporation does not see green hydrogen being cost competitive until at least 2030,
and even possibly well after that.” These economics mean by the time renewable hydrogen is ready
for commercial sale, the certification scheme for verifying its green authenticity will have wound down.

While this might sound like a policy problem for 2030, it is not that simple. Hydrogen production has
long lead times and investors looking at its commercial prospects need long-term policy certainty now.
Enduring green certification is particularly important because:

e ARENA, who are administering grants through the Hydrogen Headstart program, have
specified that access to funding requires proving that 100 per cent of all electricity used to
produce hydrogen is from renewables.

e International markets are already mobilising around stringent certification standards for green
hydrogen. This was illustrated at COP28 last year when Australia, alongside many other major
economies, signed the Declaration of Intent on Mutual Recognition of Certification Schemes
for Renewable and Low-Carbon Hydrogen.

e Prospective industrial and commercial customers want to sign long-term contracts well
beyond 2030 and expect an enduring certification mechanism to be in place ahead of time.
For example, a recently signed 15-year green hydrogen supply contract in Europe will run from
2030 to 2045.

So green certification is not just some fuzzy ESG expectation; it has strong commercial appeal to those
likely to invest in any hydrogen future.


https://www.ato.gov.au/about-ato/new-legislation/in-detail/businesses/hydrogen-production-and-critical-minerals-tax-incentives
https://ministers.treasury.gov.au/ministers/jim-chalmers-2022/speeches/address-australian-energy-nation-forum-sydney
https://www.cefc.com.au/document?file=/media/nkmljvkc/australian-hydrogen-market-study.pdf
https://www.cop28.com/en/cop28-uae-declaration-on-hydrogen-and-derivatives
https://www.cop28.com/en/cop28-uae-declaration-on-hydrogen-and-derivatives
https://www.esgtoday.com/totalenergies-air-products-sign-long-term-green-hydrogen-supply-agreement-to-decarbonize-refineries/
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Conclusion

An enduring green certification scheme is a missing piece in the Government’s current policy ambition
and is integral to realising a net-zero Australia. Its timely implementation will help provide long-term
investment signals to private capital to continue pushing ahead with Australia’s energy transformation.

Not only will this complement the hard work being done under the CIS, but it will also position Australia
to capitalise on its renewable superpower ambitions.

" Climate Change Authority, ‘2023 Annual Progress Report’, October 2023, p86.
i Clean Energy Regulator, ‘RET Administration Report 2022’, March 2024, p29.
i Clean Energy Finance Corporation, ‘Australian hydrogen markets study’, May 2021, p87.
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