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The Northern Territory Is Pinning

Its Hopes On a Declining Industry

TheGasHred Recovery is Being Overtaken

ByBatteryTechnologyand Changing Export
Markets

Executive Summary

Similar to the terminal decline of coal globallyywe arenow seeing the rapid decline
of gas as a major source of fuel in the international and domestic energy system

being replaced by renewable energy and newer more sustainable technologigde
very rationale for embarking on a gadired recovery planpost COVIB19 has been

removed.

At the moment, he Australian gas industry is reliant on exports with approximately

70% of gas being exportedrom the east coast of AustraliaThat is likely to change

inthe neartermwith Australia’ s core expoSduthkoea, ket s, Japan, C
having all given firm net zero emission commitmentsby 2050 for Japan andGouth

Korea, and 2060 for China. Nekzero emissions by 2050 effectively means that

liquefied natural gas LNG demand will fall. This is echoed by the International

Energy AgencyIEA) which finds primary energy demand falls 17% by 2030 under

suchnet zero emission commitmentst A u s t skey export marketswill

increasingly get more energy from renewaltes and batteries, and through demand

reduction via efficiency gains, electrification and behavioural changes.

Domestically, @s use in industryhas fallen

12% since 2014. High domest prices for gas

have leftthe industry uncompetitive. Opening

up further supplies of high cost gas under the High domestic prices
Austra!la_n gover nmefirad feveg/a_t S for gas have

plan will increase the cost of gas to Australian .
consumers and industry, further depressing left the industry
industrial gas usageGas is an expensive fuel to uncompetitive,
use for domestic applications and domestic

usage will fall as consumers move away from

gas.

Gas usage in gafired power plants hasdeclined by 58% since 2014, whilst
renewables have increased to produce 25% of thenergy in the National Electricity
Market (NEM). The rapid rise of grid scale batteries will assure the continued

LInternational Energy AgencyWorld Energy Outlook 2020 October 2020.
2 AEMQ Natural Electricity & Gas Forecasting


https://www.iea.org/reports/world-energy-outlook-2020/achieving-net-zero-emissions-by-2050
http://forecasting.aemo.com.au/Gas/AnnualConsumption/Total
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decline of gaspowered generation.

The Australian Energy Market Operato(AEMO), the only agency to model a future
electricity grid for Australia, has shown that by 2040 the role of gas in a renewalsle
rich grid is smaller than today. With the rapid uptake of grid scale batterieshe
AEMO’' s | nt e gr a(ISPthas®yesestimartes! everl thee fimited role of
gas itforesees

By developinga National Gas Infrastructure Plan NGIB, the Australian government
is failing to acknowledge the evidence contained in thAustralian Consumer and
Competition (BOCHM26pmJdewaldasinquiriesrom 2015 onwards
that all clearly and unequivocally continues todemonstrate a lack of competition in
the Australian gasmarket and the monopolised nature of the gas transmission
sector. This lack oicknowledgementwill lead to the failure of any NGIP.

The first rule of business is to listen to your

customer. By focusing on a gafired recovery

via the developmentof infrastructure and new

gas resources in the Northern Territory the

Kimberley in Western Australia, and in

QueenslandAustralia is ignoring the

behaviour change occurring with its .

customers, both domestic and international. Gas is no longer
This failure to acknowledge the current global serving a role as
energy transition away from fossil fuels and
into sustainable, clean renewable energies is
leading Australi aécaomic recovery policy
to a ‘dead end’. With omer s
moving to import less coal and LNG, and

domestic usage dropping, Australia must

acknowledge these bald facts and adjust its

policies accordingly.

a transition fuel.

Gas is no longer serving a role as a transition fuel either domestically or

internationally. The clear established global trend is towards more renewable

power in electricity systems with grid scale batteries, and less gas. Grid scale

batteriesarenowco$ competi tive with gas, eating into gas
peaking power.

In supporting a gasfired recovery, Australia is subsidising a losing industry that is
experiencing export and domestic market declines.

Any commercialgasproduction out of the Bestaloo Basin in the Northern Territory
would most likely start in the second half of the decade subject to highly speculative
drilling success This will not provide the necessary economistimulus coming out

of the COVID19 recession.

3 |IEEFAFlogging a dead horseOctober 2020.


https://ieefa.org/wp-content/uploads/2020/10/Why-the-Gas-Industry-Cannot-Stimulate-the-Economy_October-2020.pdf
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The dfshored evel opment of gas hinges on a final i nvest me
Barossa projectiocated 300kmsNorth of Darwin in the Northern Territory . This

project however is carbon intensive, anunsuitable source of gas in a carbon

constrained world. It faces significant financial risks from both carbon taxes and

carbon tariffs.
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Gas Is Heating Up the Climate Faster Than Coal

Gas is predominantly methane, a powerful greenhouse gas. Methane emissions from
unconventional gas fields areéhigh, and when burned in peaking plants and used for
export, are no better for the climate than coal. LNG is a higher emitting fuel than
piped gas as it takes large amounts of energy to liquefy and then ship the gas.

In September2020, President Xi Jinpig announced that China is aiming to hit peak
emissions before 2030, and to be carbon neutral before 2060. It is likely that any
new plans will increaseC h i rmredidnce on domestic production and piped gas
rather than the higher emitting LNG South Koreaand Japan have also announced
net zero emission targets to 2050, and more recently, the U&Ahd in Australia,
every State and Territory has a
consuming more gas is fundamentally opposed to ea&mate/ Territory
government ' s policies on emissions.

net zZero emi ssi on

Figure 1: World LNG Import Forecasts
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Source: Resources and Energy Quarterly.
Note: Emerging Asia includes India.
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Even if Australia refuses to implement greenhouse gas targets, it looks as if China,

Japan Korea, Europe, and the U.S., wild.l for
Australia’s Office of the Chief Economist (
exports) andother Asian countries will take up the slack from declining European

and Japanese markets. With new climate pledges by global leaders such as China,

Japan, Korea and the U.S., it is unlikely that this will be the case. With the democrats

winning the U.S. pesidential election and control of the Senate, the U.S. has

ce its’
Figure

4|EEFAls the Gas industry facing its Volkswagen Momendarch 2020.
5 Department of Industry, Science, Energy and Resourc&esources and Energy Quarterly
September 2020. Page 69.


https://ieefa.org/wp-content/uploads/2020/03/Is-the-Gas-Industry-Facing-its-Volkswagen-Moment_March-2020.pdf
https://publications.industry.gov.au/publications/resourcesandenergyquarterlyseptember2020/documents/Resources-and-Energy-Quarterly-Sept-2020.pdf
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embarked on ambitious climate goals, the implications of which are reverberating
around the globe.

The Shrinking Australian Gas Market

Eastern Australian domestic gas use has been falling ssi2014.Consumption has
declined by 21% since 2014.

Figure 2: Eastern Australia Domestic Gas Use Is Falling
Consumption has declined 21 percent since 2014
750 petajoules

500 2014M

2020 forecast: 546 -

250

0

2010 2012 2014 2016 2018 2020
Source: AEMO.

Globally, uncompetitive gas prices have ensured that gas is not a competitive fuel
source in each major sector of the gas market in Australia. Falls in consumption are
likely to accelerate into the future.
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Gasls No Longer a Transition Fuel

In Australia, gas usage in gafired power plants has declined by 58%since 2014
whilst renewables have increased to produce 25% of the energy in the NEM.

Figure 3: Gas Usage by Gas Powered Generation in the National
Electricity Market (NEM) 2010-2020
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SourceAustralian Electricity Market Operator (AEMO), IEEFA
The Australian Energy Market Operator (AEMO), the only agency to model a future

electricity grid in its Integrated Systems Plat# has shown that in a renewables rich
grid, by 2040 the role of gas is sniker than it is today. (Figure 4)

6 AEMO.Gas Annual Consumption Total.
7OpenNEMNEM.
8AEMO.2020 Integrated Systems PlanJuly 2020.


http://forecasting.aemo.com.au/Gas/AnnualConsumption/Total
https://opennem.org.au/energy/nem
https://aemo.com.au/-/media/files/major-publications/isp/2020/final-2020-integrated-system-plan.pdf?la=en&hash=6BCC72F9535B8E5715216F8ECDB4451C
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Figure 4: AEMO Integrated Systems Plan — Least Cost Development —
Central Scenario
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Source: Australian Electricity Market Operator (AEMO) Integrated Systems Plan. Page 40.
Note: Gas is the combination of CCGT (Comliyete Gas Turbines or gas baseload plants) and
Peaking gas plus liquids (Open Cycle Gas Turbines or gas peaking plants)

AEMO considers investment into new gapowered generation (GPG) unlikely in its
Integrated System Plar{ISP):

O' 0" AAT b Glirddéudgkne@tiodneddedito balance variable

renewable supply, and so is a potential complement to storage. The ultimate

mix will depend upon the relative cost and availability of different storage

technologies compared to future gas prices. This favoexisting GPG plants,

but further investment in GPG is less likely based on the assumptions used in o

OEEO )30h DAOOEAOI AOI U ET OAART AOET O OEA EAOA

2 AEMO 2020 Integrated Systems PlanJuly 2020Page 53.

p>]


https://aemo.com.au/-/media/files/major-publications/isp/2020/final-2020-integrated-system-plan.pdf?la=en&hash=6BCC72F9535B8E5715216F8ECDB4451C
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Figure 5: Australian Electricity Market Operator - Existing and New
Developments by Fuel Technology January 2021

Summary Chart: NEM Scheduied, Semi-scheduled & Non-scheduled Generation (MW) - Existing and New Davelopments by Fusl-Technoilogy Category
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Summary Table: NEM Scheduled. Semi-scheduled & Non-scheduled Generation (MW) - Existing and New Developments by Fuel-Technology Category

Fuel - Technology Category

Summary Status Cosl  CCGT  OCGT Gasother Sola  Wind  Water  Biomass m Other  Total
23,201 3,041 7002 21 5125 70965  7.982 607 261 201 57499
2000 388 .o m - - ~ - - : 2662
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Notes:

"Existmng” summary status includes “Announced Withdrawal™
“C tted” y status includes “C. tted™

“Solar* Fuel-Technology category excludes Rookop PV instaliations.

Projects with "TBA" Despatch Type are not included in the Summary Table

Projects with "Confidential” FuelBucketSummary are not included in the Summary Table

Source: AEMO

Gas peaking plants, also known as open cycle gas turbines (OCGT), only contributed
09%9%of t he NEM' s g e n danaaty2081mwhilst accourttiregfoy e ar t o
12.2%?1 of capacity. Put simply, capacity in gapeaking plants is needed but they

are notoperatedfor long. Not much gas is needed to power them.

All new investment in Australia is flooding into solar, wind, batteries and hydro. The
most recent example of this occurring was the New South Wales govete nt * s cal |

10 OpenNEMNEM.
11 AEMO Generation Information.


https://opennem.org.au/energy/nem/
https://www.aemo.com.au/energy-systems/electricity/national-electricity-market-nem/nem-forecasting-and-planning/forecasting-and-planning-data/generation-information
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for tenders for 3 gigawatts (GW) of renewable power projects for its new Central
West Renewable Energy Zone (REZ). The government received responses for 27GW
with the tender nine times oversubscribed!2

The East Coast Gas Industry

A u s t r eadt coasigas industry was irrevocably altered by the opening ahree

large export terminals in Gladstone in 201415. (For a more indepth look at the

transformation of the east coast gas mar ket pl ease
The Risks Mounts3)

Foll owing the devel opment of Gl adstone, the east co

only gas’' to exporThesgbsanuestpricerribelointhd it s gas.
market saw domestic gas consumption decline by 21% in the period 2032020.

Table 1: Transformation of the East Coast Gas Market — Gas Consumption

in PJ
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019  2020f

Gas Powered Generation (GPG) 212 198 210 195 220 175 139 184 130 155 92
Industrial 291 293 301 302 297 280 264 257 254 255 262
Residential and Commercial 181 178 184 174 172 192 185 192 190 190 192
Total Domestic Consumption 684" 669" 695" 671" 689" 647" 588" 633" 574" 600 546
LNG exports 0 0 0 0 5 325 1060 1219 1237 1325 1415
Total Production 684 669 695 671 694 972 1648 1852 1811 1925 1961

Source: AEMO

Residential and Commerciaémand ér Gas

As can be seen iffable 1 above residential and commercial consumption of gas has
been very flat for the last 5 years. Bmestic usage of gas is about to fall fawo
primary reasons:

1. Itis cheaper to heat your home with a heat pump (electric air conditioner)
and more efficient to heat hot water with a heat pump system. Cooking can
efficiently be done with an induction cookbp.15

2. Domestic and commercial consumption of gasas 64% of all gas consumed
in Victoria in 2019.16 The Victorian government is investing $79million to
make homes more energy efficient and reduce greenhouse gas emissions.
The package includes $335m to deler new high efficiency heating and
cooling systems for low income earners and $112m for energy upgrades of
social housing properties both of which will lower gas demand

12 ABCNSW Government's renewable energy plan attracts more than 100 potential investor23

June 2020.

BIEEFAAustralia’s Export LNG Pl anune20h7t Gl adstone: The Risks N
14 AEMO.Gas Annual Consumption Total

15 Renew.Household Fuel Choice in the NEM 2018uly 2018. Page 32.

16 Northmore Gordon.Victorian Gas Market- Demand Side Measures to Avoid Forecast Supply

Shortfall. 23 March 2020. Page 15.


https://www.abc.net.au/news/2020-06-23/renewable-energy-zone-near-dubbo-attracts-113-investors/12383308
https://ieefa.org/wp-content/uploads/2017/06/Australias-Export-LNG-Plants-at-Gladstone-The-Risks-Mount-_June-2017.pdf
http://forecasting.aemo.com.au/Gas/AnnualConsumption/Total
https://renew.org.au/wp-content/uploads/2018/08/Household_fuel_choice_in_the_NEM_Revised_June_2018.pdf
file:///C:/Users/katefinlayson/Library/Containers/com.apple.mail/Data/Library/Mail%20Downloads/4892BBF5-5D97-430D-90BF-E18A0B54577C/The%20Victorian%20Government%20is%20investing%20$797%20million%20to%20help%20Victorians%20reduce%20cost%20of%20their%20power%20bills%20and%20make%20homes%20more%20energy%20efficient.
file:///C:/Users/katefinlayson/Library/Containers/com.apple.mail/Data/Library/Mail%20Downloads/4892BBF5-5D97-430D-90BF-E18A0B54577C/The%20Victorian%20Government%20is%20investing%20$797%20million%20to%20help%20Victorians%20reduce%20cost%20of%20their%20power%20bills%20and%20make%20homes%20more%20energy%20efficient.
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East Coast Gas Is Controlled bandful of Producers

The east coast gas industry is controlled by only a handful of players that have
consistently price gouged the Australian domestic consumer and our governments
have allowed them to. Thesartel, consisting of Santos, Origin Energy, BHP, Exxon
and Shell have a stranglehold on reserves of gas on the east coast.

The ACCC has produced two gas inquiries since 2041d hashanded down 11
reports consisting of 1226 pages, all essentially saying the same thirgast coast gas
consumerspay more thanthey should for gas and there is an antcompetitive
market environment. The next report due in 6 months will no doubt reiterate what
the previous 11lreports have said and will yet again be met with inaction

While examples of the exercise of market power are litterethroughout the 1226
pages of the various ACCC geeports, one recent stark example idighlighted in an
August 2020 ACCC press release:

O10AAT O1 ATA , . DOI AGAAOOG OIT A vé ,." 0PI O
markets in late 2019 and early 2020, equivalert tnore than 10 per cent of

annual domestic east coast demand. This gas was sold at prices substantially

below domestic gas price offers, showing the importance of our continuing

work to understand the drivers behind the price levels we are seeing acrass th

domestic marke8

It is also clear that recent Australian contract gas prices do not reflect
overseas forward prices.am yet to hear a compelling reason from LNG
producers as to why domestic users are paying substantially higher prices than
buyers in nternational markets@7

The sale of 18 LNG spot cargoes at prices below domestic price offers is in direct
contravention of a‘heads of agreemeritsigned between the LNG exporters and the
Australian Government on 30 September 2018. That agreement stated:

AAOC

051 AAO OEA ACOAAI AT Oh ,.' Aobi OOAOO EAOA ACOAAA

the domestic market on reasonable terms in the event of a shortfall. This

uncontracted gas will not be offered to the international market unless

equivalent volumes of gas havedi been offered to the Australian domestic

CAO 1 AOCEAO 11 AT i PAOEOEOA |1 AOEAO OAOI 080
The LNG exporters flouted thdneads ofagreement and the Australiangovernment
did nothing about it.

The concentration of the market is starkas outlined by the ACCC:

O lsubstantial proportion of gas resources in Queensland (over 80% of 2P
reserves and over 50% of 2c resources) are controlled by the three LNG

17 ACCCDomestic gas users paying too muctt7 August 2020.
18 Department of Industry. New Heads of Agreement to secure gas suppB0 September 2018.


https://www.accc.gov.au/media-release/domestic-gas-users-paying-too-much
https://parlinfo.aph.gov.au/parlInfo/download/media/pressrel/6285911/upload_binary/6285911.pdf;fileType=application%2Fpdf#search=%22media/pressrel/6285911%22
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producers, raising potential concerns about the level of concentration in the
market.6to

Queensland is the most imprtant state for the east coast gas market. Reserves in
the Bass Strait are running downand the Moomba field inSouth Australiais at its
peak. Queenslandoal seam gas (CS@serves are the future for the bulk of the
supply to the LNG export facilitiesn Gladstone,and more broadly, the supply of gas
on the east coast.

The NGIP, with the attempt to establish an Australian Gas Hub at Wallumbjii
bound for failure. It aims to increase competition byincreasing the number and
diversity of participants in the huB.20 This is simply not achievable when the
reserves in Queensland are controlled by just 3 consortiums.

Essentially the NGIP is attempting to create a market where 1226 pages of evidence
from the ACCC clearly show there is no market. Itlwund for failure.

Transport Monopolies

The ACCC has also commented extensively on thenopoly pricing that occurs in
the gas pipeline sectoyas far back as its original 2015 East Coast Gas Inquiry. The
Australian gas pipeline industry is dominated by jgt a few companies with APA
group being by far the largest. Regulation of the industry is weak and the returns
earned by gas pipeline companies in Australia far exceed any reasonable rates of
return 21 They have exercised their market power to the detrimenbdf consumers??

The east coasthas an inefficient, monopolised, price gouging pipeline sector. It is not
efficient or transparent.

Gas Is Struggling in the Northern Territory
The Northern Territory Will Struggle to Compete With Qatar

Qatar, the world'sbiggest LNG exporter until last yearhas advisedit is pushing
ahead with a huge expansion of capac#s taking it from 77 million tonnes a year to
110 million tonnes a year by 2025, then potentially to 126 million tonnes two years
later. It is looking todevelop its North Field, a field shared with Iran who has
already pushed ahead with development. Qatar has cut prices by around 22% to
secure new customers. A recent deal was struck with Sinopec at a "slope” or index
against crude oil of just over 10%.

19 ACCCGas inquiry 201725 Interim report January 2021

20 Department of Industry, Sciencelznergy and ResourcesGas Fired Recovery Plan Consultation

Note.

21 Michael WestMedial t © s a gas! Australian g.4d%July2016a bargai n..if
22 ACCCGas inquiry 201725 Interim report January 2021 Page 8.

28 AFR.Qatar pushing ahead with LNG expansion despite demand slungb May 2020.

you'


https://www.accc.gov.au/system/files/Gas%20Inquiry%20-%20January%202021%20interim%20report_1.pdf
https://consult.industry.gov.au/energy/gas-fired-recovery-plan/supporting_documents/GasFiredRecoveryPlanConsultationNote.pdf
https://consult.industry.gov.au/energy/gas-fired-recovery-plan/supporting_documents/GasFiredRecoveryPlanConsultationNote.pdf
https://www.michaelwest.com.au/its-a-gas-australian-gas-prices-are-a-bargain-in-japan/
https://www.accc.gov.au/system/files/Gas%20Inquiry%20-%20January%202021%20interim%20report_1.pdf
https://www.afr.com/companies/energy/qatar-pushing-ahead-with-lng-expansion-despite-demand-slump-20200525-p54w93
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Qaar is a very low cost producer, arguably the lowest cost producer in the world.
Australian projects will struggle to compete with this new cheap supply.

TheOffshoreBarossda-ield Is Just Too Carbon Intensive

The offshore Northern Territory Barossa fieldowned by Santos and SK E&S follows
in the trend of new gas fields being far higher in greenhouse gases than those that
they replace

Figure 7: Greenhouse Gas Intensity of Various Australian and
International Projects
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In a recent report24 John Robert, a guest contributowith IEEFA estimated that:

BAOxAAT ootuoy AT A @egtruvoh OEA AIEOOGEIT O EIT OAT OEOU
had increased by around 30 per cent as newer projects relddsgher rates of
COAATET OOA CAO AI EOOEI 1T 086

Barossa is particularly problematic withthe highest greenhouse gas intensity of any
project in Australia. With carbon prices and carbon tariffs being introduced globally
this project faces significant financiakisks.

24 |[EEFA.The Growth of Australia’'s LNG Industry and the Decline in Greenhouse Gas Emission
Standards April 2020.


https://ieefa.org/wp-content/uploads/2020/04/Australias-LNG-Industry-Growth-and-Emission-Standards-Decline_April-2020.pdf
https://ieefa.org/wp-content/uploads/2020/04/Australias-LNG-Industry-Growth-and-Emission-Standards-Decline_April-2020.pdf
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TheBeetalooBasin Will Not Provide Economic Stimulus to
the Northern Territory

In arecent Australian Financial Review article Australian Petroleum Production &

Exploration Association APPEA executive Keld Knudsen said that the industry

hadn’'t sought gover nmspectlatiedribirgiindneenshore o carry out
Beetaloo Basir?5 Despite this, the industry received $50 million in government

assistance anywayy$

The U.S. hedge funds bacttdoy American billionaires are the prime beneficiaries of

the Australian governments’ $50 million in dri/l
which owns three permits in the Basin, is backed by two large U.S. hedge funds and

is heading for a sharemarket ligng of up to $195 million.

Knudsen further played down any expectation of early productionn the Beetaloo,
stating:

04 EA " A Adn siillrequded Billions of dollars of investment in high
risk exploration and the construction of production wie| gas processing and
pipeline infrastructure to get the gas to markat and this will take a number
of years®?

If the Beetaloor eal | 'y was the ' on

the planet” as <c¢l ai me Resources
Minister Keith Pitt28 and Tamboran

Resourceg? all the gas companiesvould be

lining up to drill wells without the needfor

taxpayers hard earned dollars Curiously, This will not

despite allthe hype about the Beetaloo Basin,

Origin Energy is farming down its interest in pFOYIde stimulus
its Beetaloo permits3 coming out of the

_ _ COVID-19 recession.
Any commercial production out of the Beetaloo
would most likely start in the second half of the
decade subiject to highly speculative drilling
success. Tis will not provide stimulus coming
out of the COVIBL9 recession.

25 Michael WestMedia.Fracking Madness Beetaloo Basin Gas subsidi@sJanuary 2021.
26 AFR. Explorers line up for $50m Beetaloo drilling funds. 17 December 2020

27 Michael WestMedia.Fracking Madness Beetaloo Basin Gas subsidi@sJanuary 2021.
28 Hon Keith J PittBeetaloo strategic plan will unlock gas, jobs and developmert?
December 2020

29 AFR.'Hottest play on the planet': Beetaloo explorer aims higt27 October 2020.

30 Origin Energy.Investor Presentation 2020


https://www.michaelwest.com.au/fracking-madness-beetaloo-basin-gas-subsidies/
https://www.michaelwest.com.au/fracking-madness-beetaloo-basin-gas-subsidies/
https://www.minister.industry.gov.au/ministers/pitt/media-releases/beetaloo-strategic-plan-will-unlock-gas-jobs-and-development
https://www.afr.com/companies/energy/hottest-play-on-the-planet-beetaloo-explorer-aims-high-20201026-p568jo
https://www.originenergy.com.au/content/dam/origin/about/investors-media/presentations/origin_2020_Investor_briefing.pdf
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More Battery Storage Equals Less Gas

Batteries are usurping the role of gas in the

power system. Grid scaléattery usage is

increasing rapidly, and battery cost deflation is

faster than wind or solar. Gas is struggling to

compete with batteries, with gas prices globally Energy companies
being _at historic lows. When gas prices recover, are finally starting
gas will not be able to compete. The cost .
deflation will ensure batteries pay a larger role ~ to see the transition,
in the power system at the expense of gas in the and to act.

very short term.

Energy companies are finally starting to see
this transition, and to act.

AGL Energy
AGL Energy, a company whose very hame is synonymougiwihe gas industry and
who produced the iconic “Living Flame” advertising

on 13 August 2020 that the falling cost of battery storage makes a case for big
batteries usurping the role of gas in a renewables rich grigk

Onl7Augist 2020, AGL Energy’'s newly appointed chief
Brokhof said: “There is a clear business case for
batteries were starting to compete with gas peakers on commercial terms to firm up

supplies of wind and sdar.32

AGL’' s CIl i madommitfdnis 2080kaarergeared towards decarbonisation
and investment in renewable sources of electricity supply and integration. The
company now has big plans for installing several new batteries to complement its
power generating operations34

AGL has set a goal of installinf,200 megawatts (MW) of new battery storage and
demand response capacity by 202% and is tying executive and senior management

(0]

t

bonuses to reaching growth targets for the company’

portfolio. It has also lodged initial development plans for a new big battery of up to
500MW at its Liddell coalfired power station site in the Hunter Valley, New South
Wales36 It plans to construct a 150MW battery in the first instance following the

31Renew EconomyA GL says batteries at tipping point, but renewabl e

woes. 13 February 2020.

32 Renew EconomyAGL says batteries starting to compete with gas generators for peaking
services.17 August 2020.

33 AGL.Climate Statement and Commitments 2020

34 Renew EconomyAGL targets 1.2GW of new battery storage by 2024, plans tend&B August
2020.

35 Renew EconomyAGL targets 1.2GW of new battery storage by 2024, plans tend&B August
2020.

36 Renew EconomyAGL seeks approval for 500MW big battery at site of Liddell coal generator
14 August 2020.


https://reneweconomy.com.au/agl-says-batteries-at-tipping-point-but-renewables-choked-by-connection-woes-69591/
https://reneweconomy.com.au/agl-says-batteries-at-tipping-point-but-renewables-choked-by-connection-woes-69591/
https://reneweconomy.com.au/agl-says-batteries-starting-to-compete-with-gas-generators-for-peaking-services-14973/
https://reneweconomy.com.au/agl-says-batteries-starting-to-compete-with-gas-generators-for-peaking-services-14973/
https://www.agl.com.au/-/media/aglmedia/documents/about-agl/asx-and-media-releases/2020/climate-statement-and-commitments-300620.pdf?la=en&hash=EBDA051D480ABE11F5C5D29B96D7276F
https://reneweconomy.com.au/agl-targets-1-2gw-of-new-battery-storage-by-2024-plans-tender-54451/
https://reneweconomy.com.au/agl-targets-1-2gw-of-new-battery-storage-by-2024-plans-tender-54451/
https://reneweconomy.com.au/agl-seeks-approval-for-500mw-big-battery-at-site-of-liddell-coal-generator-72281/
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stat i on’s closure in 2023. -fifadpawérstationina t
South Australia, AGL is installing a 10050MW battery in its initial stage.

Increasingly, wind and solar projects are being ctocated with batteries. AGL is
progressing plans to add a 100MW/150MWh battery next to the proposed Wandoan
solar farm in Queensland, and up to 200MW/400MWh of battery capacity spread
across four sites in partnership with the Maoneng Group, including a
50MW/100MWh battery next to the Sunraysia solardrm in New South Wales.

Figure 6: Battery Cost Deflation Even Steeper Than Wind and Solar
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Source: Bloomberg NEF

Further Battery Developments by Private Industry

At present, the largest battery in the world is the Hornsdale Big Battery in South
Australia. It boasts a size of 150MW/193MWh. On 20 August 2020, French owned
renewable company Neoen filed plans for a $3bn wind and solar farm with a battery
10 times bigger than the Hornsdale big batter§? The Goyder South project in South
Australia proposes 1200MV of wind energy, 600MW of solar PV, and a

37 Renew EconomyNeoen files plans for $3bn wind and solar farm with battery 10 times bigger
than Hornsdale.20 August 2020.

t

S

Torrens


https://reneweconomy.com.au/neoen-files-plans-for-3bn-wind-and-solar-farm-with-battery-10-times-bigger-than-hornsdale-67395/
https://reneweconomy.com.au/neoen-files-plans-for-3bn-wind-and-solar-farm-with-battery-10-times-bigger-than-hornsdale-67395/
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900MW/1800MWh battery dwarfing the size of the Hornsdale big battery. These
types of hybrid projects, that totally exclude gas, are the future of the power system.

Since the beginning of November 2020 a new bigigrscale battery has been
announced on average every-23 weeks. The total size of these proposed projects is
over 3GW. These projects have, in most cases, secured land and connection points to
the grid making them more likely to proceed.

Grid scale batteries are now a feature of the energy market in Australia, with gas
usage for gagpowered generation declining by 58% since 2014, angas demand
from all sectors declining by 21% since 2014. Further battery penetration will come
at the experse of gas.

Big grid scale batteries will not replace gas in the short term. They will however take
the cream out of the mar ket aThacontinuedmp gas’ profitat
decline of gas as a fuel source for power generatighobally looks assured

Conclusion

The gas industry is in structural decline in Australia and the LNG industry faces

increasing pressure from climate conscious investors, insurers, bankers and

customers.Net zero emissions commitments fromA u s t r radjor trading

partners will see gas and LNG use declink s likely that global carbon pricing and

carbon tariffs will erode gas’ competitive positior

As a stimulus to industry the gasired recovery will backfire as the companies
involved continue to utilise their market power to price gouge the domestic
consumer.High priced gas will not stimulate a recovery fronCOVID19.

The rapid adoption of grid scale battery technology will reduce demand for gas in
the power sector and in thedomestic sector gass winding its way out of household
use ashouses electrify.

For the Northern Territory, the offshore Barossa field is looking like it simply has
too large a carbon footprint and onshore gas will struggle in export markets against
a rapidly expanding low ©st Qatar.

The future for gas and LNG is bleak and the Northern Territory should not pin its
hopes on a declining industry.
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