Sugar || /| Milling

REVISED VERSID® THAT SENT 11 FEB 2022

16 February 2022

AEMO

Via emaillSP@aemo.com.au

To whom it may concern

ASMC esponse toDraft 2022 Integrated System Plan

The Australian Sugar Milling Council (ASMC) welcomes the opportunity to comment ARM®
Draft 2022 Integrated System PIESP)

Our commentselow are specific to two matters:
(1) Theabsence in the ISP of tifbagassefo-generationpotential of the Australian sugar
industryand the associated consumer and network benetisg
(2) Theabsence in the ISP of a credible approach to addressirigble renewable energy

(VREsocial licence matters, including conflicting |lamsk.

Backgroundto the ASMC

ASMC is the peak representative body for the sugar manufacturing sector, representing the five
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across QueenslandheQueenslandugar industnalone ¢ including millers andanegrowersg is

responsible for $4 billion in annual economic activity and 23,000 jobs in regional Queensland.

The ASMC with other industry stakeholders is currently develop@b@ Industry Roadmaim
increasethe Austrah | Yy & dz3 | Kesilferye&atmh pliokitBbity. To be completed over the
following months the Roadmap will concentraiater aliaon initiatives that
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exposure to volatile global sugar prices) by pursuing revenue diversification opportunities
such as morébagassego-generation output, and

1 Increase the mount of cane reeived by mills.

ThelSP intersectsriticallywith both objectivesand is of importance to the industry

Specific commentsn the ISP

Matter # 1 - The absence in the ISP of the-generation potential of the Australian sugar industry
and theassociated consumer and network benefits

Consistent with previoukSPreports, and vith reference to the2022ISP andhe statement that the
NEM will requirea very significanc n D2 décnZnnn a2 Qaov 2F | RRAGAZ2YI
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Australian sugr industry hasecently evaluatedhe feasibilityof increasing its cgeneration to
contribute to meetingthis market need.

Australian sugar mill egeneration plants utilise the bgroduct cane fibre (bagasse) as fuel to
generate steam that is used to power internal processes and for electricity generation. From 438
megawatts (MW) of installed capacity, our sector currentipgrates more than 900,000 MW hours
(MWh) of electricity per annum, with approximately half being used internally and half exported to
the grid.

This electricity isenewable,dispatchable, andsynchronousand can assist witthe reliability and
securityproblems of the grid caused by wind and solar intermitterfeyrthermoregiven its
baseload characteristidsis a viable alternative to @ when these assets are retirethdeed, the
power generated fronthe industryhelped fill the electricity deficit immediately following the
catastrophic failure of the Callide C power station in May 282d the more recent capacity
shortagesn Queenslandrom heatwave conditiong Felruary 2022

The Howard Government recognisec-generation from bagasse as an eligible renewable eperg
source under Section 17(dj the Renewable Energy (Electricity) Act 2@0@ was therefore eligible

to create Renewable Energy Certificates (RECs) under the Renewable Energy Target and more
recently Largescale Generation Certificates (LGCs) under the Lsagkee Renewable Energy Target
(LRET)The sector installed around 300 MW of cogeneration as a direct result of the LGC revenue
streams becoming available

L.E.Kechneeconomic studyindings

ASMC recently commissioned L.E.K Consulting to conduct a detailed fecbhnomic assessment of
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products from sugar manufacturinpagasse, mlasses etcare fully utilised and generate maximum

returns.

The assessment indicates that at a Queensland indwgidg level there would be opportunity to
significantly increase egeneration from bagasse from:

Scenario A (status que$38 MW of caJl OA (ié I yR pcTt D2KQ& 2F SELRNI

to the totals at either Scenarios B, C or D below (differences reflect the extent of the upgrades to
current plant and the type and rate of technology advances with the commissioning of new plant).

Scenario B680 MW ofO LI OA (i & | YR HIMHAN D2KQa 2F SELRZNISR LJ
ScenarioEmZnpn a2 2F OF LI OAdeé YR oXdpHH D2KQa 27 SE\LL
ScenarioDmM>XTo0c a2 2F OIF LI OAle FYyR T3Ipyy D2KQa 2F SEL

A summary of the indicative technologies, energy efficiencies, total geioarafipacity, carbon
abatement and CAPEX of these scenarios is proatadAttachmentA.



ASMC estimates that achieving Scenarig-ID54MW)for example would result in;

1 Arenewable, firming option that can be readily despatched to imprelestricity grid
security and riability;
1 A renewable, baseload option (9pFamthe most viable optiohthat could replace retired
coal assets
9 Lower consumer costs as augmentations in cogeneration output would occur on milling sites
where significant tansmission and other electricity assetseadyexist;
Around 2.9 million tonnes of additional carbon abatement per annum;
$3-4 billion in potential new investment in regional Queensland as mills electrify and
modernise their factorieso make more bagassavailableand for the installation of and
commissioning of additional egen capacity;
f ! AaGNBY3IIGKSYyAy3d 2F GKS &adAlIN AYyRdzZGUNBQa TFAYIl Y
upgrades like boilers and other diversification opportunitiasd
9 Astrengthening of the financial position of cageowers if cegereration profits are
available tobe shared with growers.
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We would welcome the opportunity tlurther brief AEMO on our analysis atwdiscuss
opportunities to integrate this potential intthe 2022 and subsequent ISP reports.

Matter # 2 - The absence in the ISP of a credible approach to addressing variable renewable
energy (VRE) social licence matters, including conflicting tase

Appendix 3, page 12 of the ISP states thiatenormousamount of solar and wind is due to be built

in Queenslandover the following three decadesthatis, WAy v dzSSy af+yR 2@SNJ nt D?
scale wind and solar VRE generation is projected as being required by 2050 to assist in replacing
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Figure 1 ofAppendix 3showsthe location ofthe QueenslandREZ candidate regiongOf note and

concern to the ASMC is that thesenescover almost all of the 39> nnn Kl Q& 2F OdzNNBy i
cane land'seecomparison maps aAttachmentB). The concern relates to themptation of parties

to cut costs and buildenewable energy projs and transmission infrastructure on cane lagiden

its low lying and flatopographyand becausef the sunk electricity infrastructure that exists.

Cumulative losses in cane land and volume can be highly problematic for mifl3.p&scent of all
mill costs are fixed (e.g. maintenance, oveslds and depreciationymall reductions in cane volume
and increasing undentilisation of the mill can hava significantand disproportionately large impact
on earnings and sustainability.

For example, a 2%ss in cane aredllS R dzO S aearhingyby aréud%. Regrettably, small losses
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growersalso divest or move to other crogseating a large aggregate impactddeaving the viability

of the mill uncertain.



Whilst the problems associated with ad hoc renewables development are well documented, and
there is a need for improved planniod policies like Renewable Energy Zones QRASMC
remains concerned that the mechanisms designed to protacte landrom competing land uses
the Queensland planning reginmemain deficientgiven thepowersof Courtsand Ministesto

overturn planningdecisionsasedon alternate criteria.As such, théA\SMC is looking for stronger
protections in the REZ policy and legislative framewokksd/or a Government Directiveo ensure
renewable energy and sugar related activities occur in tandem

The Agricultural Land Classification (ALC) systearland hierarchy that applies acrd@@seensland

ranging from Class A (arable crop land) to Class D (land unsuitable for agricultueel\ C

framework takes into account the inherent characteristics of the land, such as its fertility and

arability. wSOSy G Fylfeaira 2F vdsSSOyarothy ROANWKYSAEIYR &K
consideredClass A and 6% Cldss

The protection of ALC Class A and B land for sustainable agricultural uses is a matter of state interest
under the State Planning Policy (SPP). ALC Class C land is not included in the agriculture state interest
as this land is considered suitable only iimproved or native pastures due to limitations which

preclude continuous cultivation for crop production.

Agriculture is one of 17 state interests that should be addressed in local government planning
schemes, as the SPP seeks to ensure that the resstine¢ agriculture depends on are protected to
support the longterm viability and growth of the agricultural sector. Each local governraezdin
Queensland has a planning scheme stating how it intends to manage land use and development into
the future.Local governments must consider the state interesoutlined in the SPWhen making,
amending and implementing their local plans.

The State also uses the regional planning framework to identify matters that are important and
specific to regional Quessland. Statutory Regional Plaaisempt to reduce land use conflicts and
improve land use certainty for community and industry sectors, and manage impacts on the natural
environment in areas of regional interest, such as Priority Agricultural Areas (RA8a)

governments in a region must consider a regional plan when preparing their local planning
schemesTheoreticallysugar cane grown ia PAA iprotected from noragricultural developments,
including noressential rural residential and commercialadacilities that have the potential to
contribute to a loss to overall agricultural productivity within the PAA.

Industryinvestmentin millingand cane farm&as beerbased on the expectation that successive
governments will recognise the planning instruments that protect the stafusghly arable land
such as that deemed ALC Class A arfdrBviously referred to as Good Quality Agricultural Land or
GQAL)That is,once declaredClass A and,B business or industry will not be requireddontinually
defend the status of that land froralternative uses.

An example of an instrument relied upon by the milling sector thasformer State Planning Policy
1/92, Developnent and the Conservation of Agricultural Land, Policy principles 1 avidch stated
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there is an overriding need for the development in terms of public berefino other site is
suitable for the particular purpose (section 3); and



The alienation of some productive agricultural land will inevitably occur as a consequence of
development, but the government will not support such an alienation when equally viable
alternatives exist, particularly where developments that do not have specific locational
NEBIljdZANBYSY(l 6S®3d WNHzNI f NBaw»ROGd®ALFf Q0 | NB

Planning policies havevolved considerably since 1/92 as policymakers attetogticcommalate
competing land uses. At the same time, renewable en@myjects are highly competitivevith
proponents continuing to favour proximity to neighbouring ssthtions,transmission and low and
flat land to improve feasibility. As such, renewable energgegation is a new and emerging land
use that is increasingly competing for land once exclusisahgidered GQAnow ALC Classes A
and B).

The nowambiguous and conflicting nature sfate planningpolicies,the policy significance now
given torenewable projects to achieuenewable energy targetand carbon abatementhe
potential for strong commercial rates of return from renewables projects, and two recent
precedentsmeans the sugar industry is increasingly vulneralidearealossesand mill closures
from renewableenergydevelopments

The precedentgelate toone court andone government decisioim favour oftwo separatesolar
developments on prime cane land:

(1) In 2018, the Queensland Planning and Environment CoWiriani Solar Farm Pty Ltd v
Mackay Regional Council & Mackay Sugar Lin@téd S NIi dzZNJ/ S R -ap@aaf OA f Qa
thereby allowing the project to proceed despite alternative and sugdand being available
5-10kilometres away.In this decision, the court lieved that the loss of cane laritbm this
development alone would not harm the viability of the mill and that addressing climate
change was more important than manufacturing sugar and the associated regional jobs.
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(2) In 2015, the Queensland Planning MiGidlJ 2 S NIi dzZNy SR G KS [ 20t /[ 2dzy

Clare solar farm proposal and supported the development application on the grounds of
land compatibility, renewable energy and job creation.

As a competitive sector, and in the pursuit of poativity and economic growth, the sugar milling
sectoracknowledgsthe need for the sugar industry to compete with other agricultural sectors to
maximise the productive value of land within our growing regions.

We do however believe that competitiorior GQALshould be restricted to primary agriculture
purposes onlygiven the arable qualities of the lan@.e the land is going to its farming highest value
use) This avoids the loophole of renewable projects also being considered agricultural prbjects
to mostly subeconomicsecondary activities like graziagd acknowledges that agriculture cannot
often compete with other sectors on economic returns aloRarthermore, his is unlikely to

impede the development of renewables projects as kighlikely raurns of these projects means
they can absorb higher CAPEX cokthey need to be moved further from existing infrastructure
that may be on GQAL



In summary, whilst the ASMC welcomes the statersdny’ G KS L{t GKI{G WSINIé& O2
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planning aspects of REZ development which iruaeg@slandcontext meanghe existing landuse

planning regime in QLD may not protect QGbIn VRE developmentnd further protectionsare

needed. In lieu atheseprotectionsbeingdeliveredthrough changes in the SPP, ASMC calls for the

following changes in the REZ planning rules, or failing that, a policy directive from the Queensland
Government instructing Powerlink to avoid GQALirethy when planning where renewable energy

projects and transmission infrastructure projects will be constructed

ASMC requests that thiollowing protections be inserted intdREZ Planningules
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considerable land massansmission infrastructurand a renewable energy projecannot
be developedby a REZlanningbodyif it would facilitate a renewable project on land thiat
important to existing industryeliant on GQALandmovingto alternateand neighbouring
landdoes not threaten the vialbity of the renewable project.

(2) Ahinimum public consultatiomequiremenQImeffect,and in acknowledging the threat to
mill viability from lower can@reaand volumes, transmissidanfrastructure cannot be
developed by &Ezlanning body through any expedited planning instrumtret may
diminish the minimum public consultatioequirementscontained inany relevant Planning
Act.

We would welcome the opportunity to discuss these matters further with AEMO at a convenient

time.t £ SF&aS R2y Qi KSaAadlrasS G2 O02yidlF OG 5FPAR weyySs
david.rynne@asmc.com.aar 0431 729 509 for further clarification on the matters raised in this

submission.

Yours sincerely

Loctiole Sheord

Rachele Sheard
Chief Executive Officer
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Attachment A:Increasing bagasse egeneration¢ scenarios and other impacts

Generation efficiency *

Total

Incremental

replacement

Scenario Technologies Grose Net export * _ carbon é?t)gx Comparison”

generation | abatement
A) Status quo | Various 1,055GWh | Existing N/A N/A
(ASMC 0.12MWH/t | 0.07MWhtt | total abatement
members 567GWh by industry
today) export c.0.5Mt p.a.

for export

438MW power

(28%

capacity

factor)
B) Optimise Electrification |0.5MWh/t |0.29MWhtt |3,572GWh |c. 1.4Mt tbd Partially
utilisation of bagasse bagasse |total p.a. COz for displace
existing Steam on 2,120GWh | export Tarong North
energy assets | cane export power (€.2,380GWh
with some improvements p.a.)
upgradesto
current plant | Stored 680MW

bagasse (60%

capacity

factor)
C) significant | Boiler 0.65MWh/t | 0.47MWh/t | 5,542GWh |c.2.9Mt p.a. | c.$3-4bn | Displace
new upgrades bagasse bagasse |total CQ for majority of
infrastructure 3,922GWh | export Kogan Creek
to maximise | Other tech as export power (€.5,230GWh
utilisation of | above p.a.)
bagasse 1,054MW
Upgradesto (60%
best capacity
demonstrated factor)
Australian
performance
D) Achieve Biomass 1.07MWh/t | 0.89MWh/t |9,123GWh |c.6.1Mt p.a. | thd Displace
world-leading | Gasifiers bagasse bagasse |total CQ for majority o f
performance 7,588GWh | export Tarong (All
through Gas Turbines export power units)
application of (€.9,220GWh
new emerging | 110 bar 1,736MW p.a.)
technologies | boilers (60%
with full capacity
asset factor)
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Attachment B:Overlap of REZ zones with cane area, sugar mills and transmission infrastructure

Powerlink Public Sugarcane production and
~— Powerlink transmission line renewable energy zones

Current sugarcane areas

Suger Far North Queensland (Q1)

Irrigated sugar
Renewable Energy Zone (2020)

Development status

Development in phase 3 0 375 75 15]50 Kilometers

Does not have any projected development.

Bt ban

Esri, HERE, Garmin, FAD, NOAA,
USGS
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Powerlink Public Sugarcane production and
=~ Powerlink transmission line renewable energy zones

Current sugarcane areas

St North Queensland (Q3) REZ

Irrigated sugar
Renewable Energy Zone (2020)

Development status D
0 125 25 50 Kilometers
L J

Development in phase 3

Does not have any projected development.
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Esri, HERE, Garmin, FAD, NOAA,
L USGS




Powerlink Public
——— Powerlink transmission line
Current sugarcane areas

Sugar

Irrigated sugar
Renewable Energy Zone (2020)
Development status

Development in phase 3

| Does not have any projected development.

Sugarcane production and
renewable energy zones

Isaac (Q4) REZ

0 30 60 120 Kilometers
|

Port Morest

Esri, HERE, Garmin, FAD, NOAA,
USGS
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