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FUTURE AUSTRALIA

Don’t ignore role of
gas in our energy mix

Technology
agnostic
vision for
emissions
TIMOTHY BOREHAM

Proponents on both sides of the energy sector have urged Canberra to
adopt a “technology agnostic” approach to carbon reduction, amid
warnings that billions of dollars of
offshore capital will go elsewhere
without a more cohesive regulatory stance.
While the parties representing
fossil fuels and clean alternatives
would seem to have little in common, the consensus from The Australian’s Future Australia round
table is that governments should
back fledgling technologies to reduce emissions, even in the knowledge some will fail.
The panel was convened after
Scott Morrison unveiled a multipronged manifesto to reduce carbon emissions by 250 million
tonnes by 2040 via technologies
such as clean hydrogen, carbon
capture and storage and low-carbon aluminium and steel making.
Separately, the Prime Minister
has outlined a gas-fired economic
recovery involving unlocking new
supply, improving gas grid distribution and underwriting a new gas
trading hub in Queensland.
Grattan Institute program director Tony Wood said Canberra
recognised the “fundamentally
valid role” of government supporting technologies with the “potential to seriously contribute to our
emissions [reductions] in the future.”
He backed the stance of Energy
Minister Angus Taylor, who said
there needed to be “as many horses
as possible” in the technology race.
Wood said the investment process was akin to buying “half a
dozen horses at the yearling sales”
and putting them in the training
yards. “The trick is … we know that
two or three of them will fail in
training. We don’t know which
ones.”
Future Energy Exports Cooperative Research Centre chief
executive Eric May said governments could play a role in mitigating the risk for innovative
companies as they develop their
technology.

“Very large companies [aren’t]
going to take risks on things that
haven’t been proved,” he said.
“So you need to have some way
of both incentivising them to do
new things, but also perhaps smaller entities as they come into the
market: give them the support
that’s needed to demonstrate that
technology to scale.”
Australian Petroleum Production and Exploration Association (APPEA) chief executive
Andrew McConville said while his
body would like to see less government intervention in the market,
there was “definitely a role for government in high risk scenarios”.
“Government intervention in
markets is a complete anathema to
me,” he said.
“But I do think there is a role for
government in addressing some of
these early stage risks.”
McConville said such enterprises were always going to struggle to
attract private capital, but the pandemic had made investors “even
more skittish”.
But he was sceptical about the
federal government’s willingness
to invest directly in energy infrastructure.
In particular, the government
has raised eyebrows by threatening to build a gas-fired power plant
in the Hunter Valley, if private generators do not step up to replace
1000 megawatts of capacity that
will be lost when the ageing Liddell
coal-fired station closes in 2023.
“I think gas has an important
role to play in steadying the grid,”
McConville said.
“But does the government need
to actually build the plant? The
economist in me says if the supply
is there and the demand is there,
the thing will get built.”
McConville described the government’s “technology agnostic”
approach as “good news from
where we sit in understanding the
role of the gas in the energy mix.”
“In many ways gas becomes
your battery,” he said.
“We are on a path towards new
economic and viable energy alternatives. But there is going to be a
need to deliver a robust electricity
supply and ensure grid stability.
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Dutch firm AkzoNobel has unveiled plans to build Europe’s largest green hydrogen plant
Gas has a critical role on that path
and beyond.”
May said the intensifying gasversus-renewables debate should
not be a competition of one energy
source prevailing over the other.
“In fact, they both have to go together to achieve increased integration and uptake of renewables.
You need that ability to make them
dispatchable and deal with the
storage problem,” he said.
“We need to do that now with
gas and, in time, transition over to
hydrogen as those costs come
down.”
Economist and energy policy
commentator Matthew Warren
said government played a critical
role in “doing things that businesses can’t and won’t do”.
But he urged policymakers to
recognise that most technology innovation fails, citing the “chequered” history of early-stage
geothermal and wave energy companies, many of which listed
prematurely on the stock exchange because of a dearth of private sector support.
Despite funding from the federal Australian Renewable Energy
Agency and the Clean Energy Fi-

nance Corporation, most of these
companies failed and investors
“lost their shirts” —– ranging from
unsophisticated small investors to
the energy giant Origin.
“So the intent of [government
support] is great, but we have to be
more honest about when things
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aren’t working and when things
are failing,” Warren said.
The panellists found common
ground on the need for a price on
carbon, especially in the current
era of depressed oil prices that accentuates the cost difference be-

tween fossil fuels and emerging
alternatives.
Wood said without a price on
emissions, the 2040 abatement
target “didn’t make a lot of sense”
because the green cannot compete
with the “black alternative” of fossil fuels.
“Whatever you’re doing, you
are going to be adding costs and
there’s going to be a need to value
emissions reductions,” he said.
“That’s still a challenge ahead of
this government. And to be fair, it’s
still a challenge ahead of the Labor
Party as well.”
May described the government’s lack of a carbon emissions
policy as a “classic market failure”
but conceded that Canberra was
unlikely to go down the carbon tax
path again — especially without a
unified global approach.
He said alternatives were possible such as tax offsets or rebates
“or some other way of putting a
value on emissions reductions”
that did not stymie the economy.
“There’s a benefit [in] making
and selling energy and there’s no
cost to the person who’s selling
that energy for the emissions,”
May said.

“The government has to come
in and provide a mechanism for
that cost to be passed on to the ultimate end users.”
With the road map laid out but
the route to the targeted reductions far from clear, the Clean Energy Council’s chief executive
Kane Thornton warned the prolonged political squabbling over
emissions policy was tarnishing
Australia’s global reputation, at a
time when global investors were
“lining up” to invest in renewables.
“They look at Australia, they
scratch their head at some of the
things that have occurred and continue to occur,” he said.
“The chopping and changing of
policy over the years has damaged
our credibility.”
APPEA’s McConville said
while the country had made
“significant progress” on the
groundwork for a renewables
economy, “much greater” regulatory certainty was needed to foster
investment and innovation.
But while politics were deeply
divided on the energy issue, “our
research tells us that the community sentiment is probably not as
polarised as what we think it is”.

In his National Press Club address
earlier this year the Chief Scientist
Dr Alan Finkel AO used an
analogy on energy supply that
resonated — we are on a multi
lane highway travelling towards a
lower carbon economy and we
have different technologies in
each lane, all of which can help us
arrive at a lower carbon
destination.
Whether it be renewable
energy, natural gas and other
lower emission energy resources,
each have a role to play.
Unfortunately, any public
discussion around emissions
reduction today tends to reduce to
a binary focus on fossil fuels
against renewables, conveniently
ignoring the objective of how best
to sensibly reduce our emissions
in line with our international
commitments and beyond.
This approach pits one form of
energy against another, while
missing the bigger picture.
Demonising the role of natural
gas in our ongoing need to reduce
emissions is disingenuous at best.
It denies Australia an opportunity
to ensure energy security for
homes, manufacturing and
business while generating export
earnings and reducing carbon
emissions. And it ignores the facts
at the expense of an industry that
has invested $350bn in the past
decade, supports employment for
about 80,000 people, generated
$50bn in exports last year and has
paid more than $77bn in taxes
since 2012.
The reality is that natural gas
has an ongoing role in our
economy and in our energy mix. It
has a longer-term role in
supporting greater uptake of
renewables and in providing
arguably the most efficient form
of energy for manufacturing
industries such as smelting,
fertilisers and plastics — all of
which help deliver higher living
standards and food security.
Natural gas is in its simplest
form stored energy. It is the
battery we don’t yet have at the
scale we need to ensure an
uninterrupted energy supply.
As stored energy, natural gas is
able to complement renewable
energy and ensure continuity of
supply which is so important to
our developed economy. As a
complement it supports and can
help speed the pathway to a lower

carbon economy, and is entirely
consistent with and supportive of
meeting our Paris Agreement
emissions reduction objectives.
Today, renewable energy and
natural gas each contribute just
over 20 per cent to Australia’s
electricity generation. Those who
wish to switch to 100 per cent
renewable energy today ignore
the changes needed to our energy
system, and the time and
technology this will take. They
also overlook the absence of
adequate battery storage and
bypass the complementary nature
of natural gas to provide peaking
power and stability of supply that
can address the challenge of
intermittency.
More broadly, we should not
ignore the fact that oil and gas
remain the primary source of
energy around the world, still
delivering more than 50 per cent
of the world’s energy needs.
Trucks and ships predominantly
run on diesel; 97 per cent of all
hydrogen produced today is
produced from hydrocarbons and
between 2010 and 2018 coal to gas
switching avoided more than 500
million tonnes of carbon
emissions globally.
So when we consider calls for
increasing renewable energy
generation to 50 per cent and
beyond, to increase green
hydrogen production, to have
more electric vehicles on our road
and to deliver net zero emissions
— which is quite different from
zero emissions — let’s not forget
to also ask, how do we get there?
Where do we source the other
50 per cent of our energy that
keeps the lights on, supports the
uptake of renewables and is
consistent with increasing the
trajectory of emissions reduction?
We do this by focusing on
outcomes — practically reducing
emissions in line with the
objectives of the Paris Agreement,
using all the tools and
technologies available to us, not a
narrowly focused, ideological
commitment to just one
technology at the expense of all
others and at the expense of our
living standards, jobs, investment
and economy. It is time to shift our
discussion to “and” not “or”.
Renewables and natural gas.
Blue and green hydrogen.
Batteries and the stored energy of
hydro and gas. Lower emissions
manufacturing and carbon
capture and storage. Jobs and
exports and importers’ emissions
reduction.
It is possible, but only if we start
to focus on outcomes and the
science and the facts. Not just my
opinion or your opinion.

Andrew McConville is chief
executive of APPEA

Carbon capture, renewables, hydrogen years away from silver-bullet status
JAMES DUNN

Emissions reduction is the biggest
game in town. Under the Paris
Agreement, Australia has committed to reducing emissions by 26-28
per cent below 2005 levels by 2030,
and to pursue CO2 emission reductions consistent with the international effort required to limit global
warming as close as possible to
1.5°C above pre-industrial levels.
That means serious attention to
the technologies that will help with
the job, while continuing to power
Australia. And this attention has
only intensified since September,
when the federal government released its much-anticipated Low

Emissions Technology Statement,
the first such annual statement
under the Technology Investment
Roadmap framework.
Underpinning the statement
was implicit support for the role of
gas in Australia’s energy needs, said
Andrew McConville, chief executive officer of the Australian Petroleum
Production
and
Exploration Association (APPEA).
“Natural gas is a lower-emissions energy source that can see the
emissions intensity of electricity
generation fall,” McConville said.
“Gas-fired generators are flexible technologies which can be easily ramped up and down to meet
demand, complementing intermittent renewable energy. If the gov-

ernment said it is technologyagnostic in getting to a lower
emissions future, gas may become
more critical rather than less.”
Clearly, the renewable electricity sector has a major role in
lowering emissions as it moves to
become Australia’s primary electricity source in the future. But to
overcome the intermittent nature
of wind and solar, “factors such as
storage, transmission, and grid
connection needed to be addressed”, said chief executive of the
Clean Energy Council Kane
Thornton.
“Then it’s really a question of
the balance between a range of different technologies, existing technologies such as hydro and gas, and

how they are optimised and refined
to support those renewables,” he
said.
Thornton said the grid that was
“built for the 20th century, not the
21st century” needs “massive investment”.
The focus for the industry is
shifting to the “smarts” in the middle of the grid: the control systems,
the customer interfaces and market systems. Australia is good at
that, he said, but we can always get
better. “Technology that can play a
bigger role in helping to support the
system and contributing to reliability and energy security — we
need to be smarter and take advantage of it.”
While batteries — at the house-

hold, distribution and transmission
level — are seen by the roadmap as
a big focus for investment, carbon
capture and storage (CCS), and hydrogen were also assigned a prominent role to reduce emissions.
“The oil and gas industry is aggressively investing in CCS, which
tells me they’re taking it very seriously as a key part of their sector’s
future,” said Matthew Warren, a
former chief executive of the Australian Energy Council, the Energy
Supply Association of Australia
and the Clean Energy Council.
“The technology of CCS is proven, it’s been used for years in oil and
gas extraction to capture and
sequester the CO2 coming off the
fields. It’s the maths on the capture

and the energy needed to do the
compression and pumping that are
the issue, because moving CO2 gas
over long distances starts to get
very expensive.
“What’s frustrating in this country is that we always frame it as an
‘it works/no, it doesn’t work’ debate, and it’s not that simple. CCS
works, it has various applications,
and hydrogen is much the same.”
The Low Emissions Technology
Statement envisages “green” hydrogen produced from renewable
energy-powered electrolysis of
water, but also “blue” hydrogen
produced from gas and using CCS
to bury the emissions. Not only
could hydrogen become an important domestic fuel, it could become

an export industry like liquid natural gas (LNG) before it.
“Hydrogen has been hyped up
for three or four decades — the
only thing more hyped is fusion,”
said Professor Eric May, director of
the Future Energy Exports Cooperative Research Centre. “But what
makes it different this time is it’s
not being driven by fear of oil
shocks, and because of technology
advances and the reduction in the
cost of the renewable energy to
power its manufacture. There are
still plenty of technical challenges,
and it’s about driving the cost
down, but we’ve got the expertise
and capability in Australia.”
Given Australia’s track record
of liquefaction, business relation-

ships, and shipping expertise and
routes in LNG, a hydrogen export
industry is achievable, May said. “If
we can get that going with clean
‘blue’ hydrogen, where you’re paying the least amount for the hydrogen initially and generate that
demand, that’ll be the way in which
the price really comes down.
“‘Green’ hydrogen has its challenges, too, such as water use: we
have water shortages in Australia,
but that just means we use lowerquality water. There are certainly
challenges with hydrogen, but
there’s no fundamental rocket science that really needs to be done —
it’s just demonstration at scale, and
then growing that scale that really
matters,” said May.

AN AUSTRALIAN SOLUTION
TO A GLOBAL CHALLENGE
Australian natural gas exports are helping Asian cities to transition from coal,
potentially lowering global carbon emissions by 169 million tonnes a year.
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