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REPOWERING 
SOUTH 
AUSTRALIA
South Australia has some of the best renewable resources  
in the world. In only 15 years, South Australia has gone from 
close to zero renewable energy to generating more than 50%.
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Dan Spencer, South Australian Campaigner, Solar Citizens

south australia is leading australia in powering homes, businesses, 
schools and hospitals from its abundant wind and sun. after leading 
australia in the uptake of solar and wind energy, south australia now 
has the opportunity to lead with new 21st century storage technologies 
and to make the new energy system one that is fair and affordable.

Despite negative commentary from the Federal government in 
canberra, south australians continue to support renewable energy. indeed, many  
south australians rushed to install solar in the face of rising prices. 

the recent announcements of solar thermal being built in Port augusta, the world’s 
biggest battery being built in Jamestown, talk of Whyalla’s steelworks being powered  
with renewables and former car industry manufacturers turning to renewables show  
the potential of renewable energy in south australia.

the opportunities for south australia are endless. Whether it’s creating a new 
renewable export industry or investing in community power and a public interest  
retailer to lower power bills for people who need it, renewable energy is central  
to south australia’s future.

the repower south australia report provides policy makers and the community  
with how we can supercharge south australia with the sun, wind and waves. 

Foreword
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south australia has some of the best 
renewable resources in the world. When 
the Federal renewable energy target 
was introduced in 2002, renewable 

energy companies flocked to South Australia 
to take advantage of the ideal wind resources 
coming off the Great Australian Bight. When 
the south australian government introduced 
its solar feed-in tariff, tens of thousands of 
households across the state took advantage 
of the opportunity to harness the sun by 
installing solar panels. 

sOUtH AUstRALIA 
LEADING  
THE WORLD

INtROdUCtION

solarcitizens.org.au
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recent headline-grabbing announcements including the 
sa government awarding its power purchase contract 
to Australia’s first concentrating solar thermal power 
station at Port augusta and delivering a successful tender 
that will see the world’s largest battery shows how bold 
initiatives on clean energy are winning south australia 
global acclaim and ensuring positive outcomes for the 
state’s consumers. 

However, this is not the time to rest on the states 
laurels. The effects of climate change are intensifying 
across sa and the nation, with more intense droughts 
and heatwaves, more severe flooding, and the 
devastating bleaching of the great Barrier reef. 
Expensive gas-fired generators are aging and are in 
dire need of replacement, and renewable energy has 
emerged as the cheapest new option for the job. More 
policies are urgently needed to accelerate the transition 
to clean, cheap, renewable energy.

south australia has a unique opportunity to continue 
to lead the world and become the first renewable 
superpower. that is why the south australian 
government should legislate to achieve a 100% 
renewable energy target by 2025 and use its world-
class renewable resources to power the state, while 
creating a renewable export roadmap to power the 
nation and the world by exporting a further 50% of 
its renewable resource by 2030. First cab off the rank 
should be to ensure effective policies are in place 
to get the right renewables and storage in the right 
locations in the next 13 years. 

governments have a duty to intervene where markets 
fail and currently the energy market is failing our most 
vulnerable households. as south australia becomes a 
renewable superpower it is essential that the transition 

be one that is fair and just, with policy interventions to 
ensure that all South Australians benefit from clean 
energy, no matter where they live or how much they 
earn. that is why the south australian government 
should establish Power Access: a public interest, 
publicly owned, not-for-profit electricity retailer to 
serve the interests of the state’s most vulnerable 
households.  

People on the front lines of the impacts of climate 
change deserve to be first in line to benefit from a 
renewable energy future. a collaboratively-designed, 
well-funded Indigenous Communities Clean Power 
Program would ensure that by 2022 all Aboriginal 
communities in South Australia have access to clean, 
affordable, local renewable electricity. 

to make the transition to clean energy both faster and 
fairer, communities have a huge role to play. community 
energy complements both public and private energy 
projects and initiatives. However, to date, community 
energy has been all but ignored in south australia. That’s 
why we call on the South Australian Government to 
establish a Smart Energy Communities program, a 
program that empowers communities to use their 
passion, skills and resources to develop local clean 
energy initiatives that benefit communities across 
the state.  

In only 15 years, South Australia has gone from close to zero renewable 
energy1 to generating more than 50% of the state’s electricity from 
renewables2—an unparalleled homegrown achievement.

"South Australia has a unique opportunity 
to continue to lead the world and become 
the first renewable superpower."

solarcitizens.org.au
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Establishing Power 
Access, a public-
interest retailer—to 
make the transition 
fairer for the most 
vulnerable and 
help redress the 
concentration of 
market power in 
South Australia.

Empowering Aboriginal 
communities through 
a collaboratively-
designed, well-
funded Indigenous 
Communities Clean 
Power Program.

Growing a vibrant 
community energy 
sector with the Smart 
Energy Communities 
program using 
regional energy hubs 
and community 
grants.

Driving the 
deployment of 
on-demand clean 
energy through a 
mixture of reverse 
auctions and public 
ownership.

Leading Australia 
and the world by 
becoming a renewable 
superpower. 
Specifically,	set	a	100%	
renewable target by 
2025 and create a 
renewable exports 
roadmap to export a 
further	50%	of	South	
Australia’s renewable 
resources to Australia 
and the world.

the repowering South Australia report outlines a series of policies that will mean SA 
consolidates its position as a world leader in renewable energy, with fair access for all.

tHE POLICIEs INCLUdE:

1 2 3 4 5

POLICY SUMMARY
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BECOME A 
RENEWABLE 
SUPERPOWER

BRIEF 1
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1.1.1 Our competitive advantage

south australia is in a strong position to thrive as global 
investment shifts towards renewables, with a geography 
that includes truly world-class wind and solar resources. 
an assessment of wind resources on the eyre Peninsula 
found significant areas with wind speeds over 8m/s, 
rivaling the best wind resources globally,3 and wind 
suitable for economic power generation extending 
hundreds of kilometers inland.4 the north of the state 
has solar irradiance of 2,500 kilowatt-hours per square 
meter per annum, a resource greater than in southern 
europe, northern africa, and the Middle east.5 and, as 
more than 200,000 solar pv households and businesses 
demonstrates,6 there’s enough sunshine suitable for 
rooftop solar from corner to corner of the state.7 

as the world makes the transition to renewables, 
south australia could transform these strengths into 
competitive advantages, turning low-cost renewable 
energy into exports and selling our expertise to a world 
hungry for renewable power.

1.1.2 World leading reputation

With its announcement to build the world’s largest 
battery in partnership with tesla, the south australian 
government has catapulted the state onto the 
world stage for all the right reasons. south australia 
is becoming known as a place of innovation, new 
technology and world leading renewable resources.  

south australia has already attracted investment from 

21st century businessmen like sanjeev gupta who, in his 
decision to purchase Whyalla steel,8 saw the enormous 
potential of the state’s renewable resources to power 
steel production.9 With the right policies, south australia 
can leverage this global interest to attract new jobs 
and develop homegrown industries, including energy 
intensive industries looking for clean power.

1.1.3 Lowering power bills

south australia has experienced some of the highest 
power prices in australia, and this trend has continued 
in the last year. it is extremely important for the sa 
government to work to lower power bills for households, 
business and new industries. the reasons for high 
power prices in south australia are complex (see Box 
1), and there are no quick-fixes. The best place to start 
is by stimulating the deployment of more renewable 
generation and storage, particularly on-demand solutions 
which introduces more competition into the wholesale 
market and reduces south australia’s reliance on 
expensive and polluting gas (see more in Policy Brief #2 
below).  

With ageing gas-fired power stations in need of 
replacement in the next few years, renewable energy 
is now the cheapest new-build solution. according to 
reputex (see Figure 1) wind and solar PV built in the right 
locations are cheaper than new-build coal and gas. 

the former head of engie, the owner of the recently-
closed Hazelwood coal-fired power plant, has said that 
solar combined with battery storage is cheaper than 
new gas-fired generation,10 a major turning point in the 
debate over “baseload” power. Building renewables is a 
win-win, right now—the best option for power bills and 
the best option for the planet. 

Becoming a renewable superpower presents 
a huge opportunity for south australia, 
one that will bring economic, social, and 
environmental benefits to the state.  

1.1 A huge opportunity

solarcitizens.org.au


12 REPOWERING SOUTH AUSTRALIA

solarcitizens.org.au

Figure 1: Levelised cost of energy (LcoE) for new build energy projects in Australia11

Box 1: Why are electricity prices rising?

Australia has gone from some of the lowest electricity prices in the world to some of the highest in the last 
decade. While South Australia has traditionally experienced higher prices than other parts of Australia, 
current prices are truly ridiculous. It’s not surprising if you’re confused as to why because there is no single 
reason—there are seven! 
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So let's break down why electricity prices are going 
up. First, it is essential to know the main elements 
of your electricity bill (see Figure 2)—generating 
electricity (the wholesale electricity price), 
transporting electricity (known as poles and wires, 
network, or transmission and distribution costs) 
and selling electricity (retailing). Here’s why: 

Generation costs

There are four main reasons why generation 
costs are rising:

1. The need to replace aging generators. 

Much	of	Australia’s	generation	fleet	was	built	in	
the	1960s	and	1970s.	Typically,	coal	and	gas-fired	
power stations are built to last 35–40 years and 
if they are looked after they might last 50 years, 
albeit with more frequent breakdowns. In South 
Australia,	the	Playford	coal	fired	power	station	
was 52 years old when it shut down. SA’s largest 
gas	fired	power	station,	Torrens	Island,	was	built	
between 1963 and 1967 and has experienced 
a number of malfunctions in recent years. For 
example,	a	fire	occurred	in	the	Torrens	Island	
switchyard in March 2017,13 and a number of 
the turbines have already been mothballed due 
to old age.14 Playford and Torrens Island were 
always going to need replacing around this time, 
irrespective of what else was changing in the 
market. 

It should be noted that Northern Power station 
shut	down	for	other	reasons.	Specifically	it	could	
not compete with cheap renewables, given that 
Leigh Creek coal was running out and becoming 
less economic. Without a just and orderly transition 
plan, this led to the exit of a large-generator 
without	sufficient	replacement	supply	already	
installed, leading to higher prices in the short-term.

2.  Ideologues playing politics 
with our energy system.

The structure of our electricity market means 
that companies don’t actually have much 
incentive to invest in new generators. The one 
policy driving much-needed new investment 
(given	the	ageing	generation	fleet)	was	and	is	the	
national Renewable Energy Target (RET). The RET 
requires retailers to purchase a certain amount 
of electricity each year from new renewable 
generators. However, this policy is enacted through 

federal legislation. For the policy to ‘be bankable’, 
financiers	have	to	trust	the	policy	is	going	to	exist	
in	at	least	five	years’	time	so	that	they	will	be	able	
to recoup their investment.  
	In	2013,	as	Tony	Abbott	came	into	power	off	

the back of a vitriolic anti carbon tax campaign, 
he made investors nervous—and with good 
cause. Within a few months of being elected, 
Abbott openly declared war on the RET. Following 
the announcement of a review process led by 
renowned climate sceptic Dick Warburton,15 
investment in large-scale renewables dried up 
overnight,	plummeting	by	88%	in	2014	compared	
to 2013 and reaching its lowest levels since 2002 
(when	the	RET	was	first	introduced).16 It has 
taken another two years for investors to regain 
confidence	that	the	RET	will	not	be	scrapped,	which	
occurred only after the Federal Government and 
Opposition cut a deal to reduce the size of the RET 
from 41,000 GWh to 33,000 GWh. This has slowed 
the amount of much-needed new generation 
coming into the National Energy Market (NEM). 
With the main part of the RET coming to an end 
in	2020,	the	renewable	industry	and	financiers	
are again facing uncertainty perpetuated by a lack 
of policy that is slated home to a small but vocal 
number of anti-renewables MPs in the Federal 
Government.

3. Rising gas prices.

Australia’s so-called ‘gas crisis’ was created by 
gas companies themselves. Australia has plenty 
of gas, but gas companies decided they could 
profit	more	by	exporting	it	than	by	selling	it	here.	
These companies signed long-term contracts 
with overseas customers and deprioritised their 
customers in Australia. The result is absurd: 
despite the added costs of liquefying gas and 
shipping it halfway across the world, Australian 
gas became cheaper to buy in Japan than here at 
home.17 As such, the wholesale price of gas has 
risen from $3–$4 per gigajoule a few years ago to 
$8–$11 on the spot market today.18 All while there 
is a glut of gas on the global market; if and when 
the market tightens, prices will only go up further.

solarcitizens.org.au
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4. Outdated rules of the game.

The rules of the electricity game were established 
for large generators located long distances from 
major population centres, with passive consumers 
whose only roles were to use a lot of electricity 
and pay their bills. Right now, with solar, smart 
technologies and a range of other innovations, new 
energy business models can give customers better 
value for money, from peer-to-peer trading19 to 
load-shifting (see Section 2.4.5). Unfortunately the 
rules of the game (made by the Australian Energy 
Markets Commission, or AEMC) are not set up 
for these new technologies and business models, 
making	them	very	difficult	to	implement.	This	has	
the	effect	of	curtailing	the	amount	of	generation	
that households, communities, councils, small-
businesses and start-ups can deploy. If more 
of these new decentralised business models 
were made possible under the rules, increased 
generation and reduced demand could increase 
competition, which would drive down electricity 
prices.

Network costs

5.  South Australia’s electricity distribution 
and transmission companies—SA Power 
Networks and Electranet—are privately 
owned, regulated monopolies.

Every	five	years	the	Australian	Energy	Regulator	
(AER) determines how much companies controlling 
the poles and wires are allowed to spend on new 
infrastructure and how much they can then recoup 
from consumers. This process is skewed in favour 
of the network companies and has led to so-called 
‘gold plating’ of the network where more assets 
are built than needed, because the more they 
build, the more money they make. The result of 
this is that South Australian consumers are paying 
through the nose. In 2014, SA Power Networks 
made	“after-tax	profits	of	$420	a	year	from	each	
customer…four	and	half	times	more	profit	per	
customer than its sister company reaps in the UK.”20

Retailing costs

6.  In the electricity retailing game, one maxim 
holds true: confusion = profit.

The less consumers know and understand about 
our electricity bill and the options available to us, 
the	more	profit	retailers	make.	That’s	why	it	is	in	

the	financial	interest	of	these	companies	to	make	
the	price	structuring	(known	as	tariffs)	so	opaque.	
Much has been made recently of the deals retailers 
offer	to	attract	new	customers.	If	you	shop	around	
you	will	likely	be	offered	a	discount,	but	if	you	stay	
on	that	offer	for	more	than	a	year	or	so,	the	rate	
you pay jumps dramatically. That is, customers 
willing to shop around every year or so do OK, 
while the rest of us get done over. Since there’s 
no	benefit	to	customer	loyalty,	it's	no	wonder	that	
Australian energy retailers are trusted less than the 
big four banks.21

Gentailers gaming the system

7.  Dodgy deals are not the only way retailers are 
gouging customers in South Australia.

The companies that sell electricity in SA are also 
the ones who own the electricity generators. These 
‘gentailers’ have a track record of bad behaviour. 
For example, last July when South Australia 
experienced some of the highest wholesale 
electricity prices ever, a report by Melbourne 
University found companies running gas plants 
were withholding supply (instead of generating) to 
drive	up	prices,	leading	to	windfall	profits	of	$40–
60 million in only two months. The reason that they 
are able to do this is due to market concentration 
and a resulting lack of competition.

Just a few players dominate both the retail and 
generation markets in South Australia, a situation 
that was made worse when the Northern and 
Playford	coal-fired	power	stations	closed	down.	
What this means is that only a few companies get 
to set the wholesale electricity price, particularly 
when wind or solar generation is at low levels—and 
these	companies	can	set	it	the	price	effectively	as	
high as they wish. 

So what can be done to lower South Australian 
electricity	prices?	The	first	thing	to	know	is	that	
there isn’t a silver bullet, there are many pieces 
to	fixing	the	energy	price	puzzle.		Despite	the	
difficulties,	one	of	the	best	things	we	can	do	is	
build more renewables. More renewable energy 
will increase competition in the wholesale market, 
replace aging generators and reduce our reliance 
on gas. The policies in this report aim to create the 
conditions to support new renewable generation 
in SA—which is good for prices and good for the 
planet too.  

solarcitizens.org.au
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1.1.4 Getting a slice of the global investment pie

the economy has not been kind to people in Port 
augusta or elizabeth in south australia. and one 
of the things making life harder in places with high 
unemployment and declining heavy industry is that 
australia has no industrial policy or regional development 
policy that is worth the title. For decades now, 
governments have used a supposed aversion to ‘picking 
winners’ as an excuse for inaction while they continue to 
back losing policies of the past. 

But there is another way. a combination of consumer 
demand, environmental necessity and public policy is 
unleashing trillions of dollars in sustainable investment 
worldwide. around the globe, countries are implementing 
green industrial policy to ensure that they benefit from 
what the Future Business council describes as ‘the next 
boom’: 

“the rest of the world is not sitting idly by. 
Australia must do much more to develop 
new industries and support companies 
making the transition to more sustainable 
business models if it is to compete for a 
share of these fast-growing markets.”  22

this investment boom is happening now. in 2016, 
us$242billion was invested in renewable energy, roughly 
double the amount invested in fossil fuels.23 analysis by 
Beyond Zero Emissions projects that over $28trillion will 
be spent on renewable energy and efficiency equipment 
globally by 2035.24 earlier in 2017, the world’s largest 
investment group Blackrock, said “coal is dead...the thing 
that has changed fundamentally the whole picture is that 
renewables have gotten so cheap.”25 Blackrock is looking 
to invest in renewable energy in australia.  

south australia, with its world-class renewable 
resources, is well-positioned to get a share of this global 
investment boom. However, the state cannot continue 
to rest on its laurels. south australia has managed to 
get to 50% renewables as a result of the federal ret and 
supportive state planning policies, but staying ahead 
of the curve will require a proactive approach now that 
other states are playing catch-up and setting their own 
targets.

1.1.5 New jobs and industries 

in positioning south australia to lead the global transition 
to 100% renewables, there are many opportunities for 
the development of new industries and jobs. indeed, 
becoming a renewable superpower is actually more 
about industry policy than energy policy. 

First, there’s the power sector itself. The flow-on 
effects of Germany’s transition policy have led to over 
382,000 new jobs in the renewable energy sector. Back 
at home, 710 people work full-time in renewables in 
south australia.26 nationwide, 11,150 australians were 
employed full-time in the renewable energy sector in 
2016,27 larger by far than the coal-fired power station 
workforce.28 this should not come as a surprise to us. 
Solar PV generates five times as many jobs in operation 
and maintenance per megawatt as coal or gas. solar 
thermal has four times the number of jobs per megawatt, 
and wind twice the number.29 While the renewable 
industry has the potential to create a jobs boom, they 
won’t necessarily be the same jobs or in the same places 
as previously provided by the fossil fuel industry. this 
makes a just transition plan essential.

in Port augusta it is estimated that a solar thermal 
plant would create 650 jobs during its three year 
construction phase and 50 permanent ongoing jobs.30 
this announcement is a huge boost for a community 
reeling from the unexpected closure of the northern 
Power station in 2016. 

While there is no doubt there are more jobs in 
renewables than fossil fuels, ensuring that these jobs 
employ south australians requires a proactive approach. 
Policy is needed to encourage the local manufacture of 
components needed for renewable projects, the use of 
local tradespeople (for example the regional concreter 
building the foundations for wind-farms) to build them 
and the development of skills through apprenticeships 
and training programs. local ownership can also 
encourage more local jobs. research from around the 
world shows that if there is a local ownership component 
of a wind farm, the economic benefit in terms of jobs and 
investment in the region where the wind farm is located 
increases from 1.5 to 7-fold.31  

Second, there are additional jobs in the electrification 
of new sectors. as transport and industrial sectors move 
towards a more modern and low-carbon future, fuel 
switching from gas, diesel and petrol to electricity is 
occurring around the world. there will clearly be jobs 
in the development of new electric infrastructure for 
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transport and industry, but a full jobs analysis is needed 
to identify the areas where South Australia can benefit 
most.

third, with some of the best wind and solar resources 
in the world and significant land areas South Australia is 
well placed to become a global leader in the emerging 
renewable hydrogen and ammonia export industry. 
There are significant job opportunities in research 
and development, technology commercialisation and 
deployment, and potential spin-off industries such as a 
local fertiliser industry.

Fourth, as one of the first states in the world set to 
reach 100% renewables, south australia will develop 
skills in power system engineering and grid management 
from integrating high penetrations of renewable energy. 
these skills and experience can be exported to the world 
through training programs, professional tourism and 
more, all of which come with new job opportunities.  

Finally, in the longer term, jobs in new industries 
will be attracted to south australia, as home to some 
of the cheapest power in the world. Bloomberg new 
energy Finance recently predicted that australia will 
once again become a “magnet” for energy-intensive 
industries in the decades ahead thanks to low-cost wind 
and solar power.32 Proactive policies to reduce market 
concentration in the power sector and bring down 
prices through structural reforms will ensure that south 
australia has a competitive advantage over other states 
and countries. it is entirely imaginable that in the future 
there will be some times of the day that new industries 
will be able to access free or very low cost power 
supplied by abundant wind and solar.
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1.2 It's necessary

in august, two studies in the journal Nature Climate 
Change found there was only a 5% chance of keeping 
global warming to less than 2 degrees, let alone 1.5 
degrees, as the Paris climate agreement commits us to 
strive towards. it is absolutely imperative that we take 
this seriously and do all we can to limit greenhouse gas 
emissions. the place we can make the biggest cuts most 
quickly and cost effectively is our electricity system.  

From the loss of 50% of the great Barrier reef 
following two successive bleaching events to hotter and 
drier summers with increased chances of bushfires 
ravaging south australia (and south australia’s electricity 
system), the impacts of climate change are happening 
right now.33 and, as the driest populated continent on 
earth, the impacts are and will be significant for SA and 
the nation.

as governments around the world adopt a carbon 
budget approach, south australia’s shift to 100% 
renewables by 2025 and becoming a renewable export 
superpower by 2030 will forge the way, showing the rest 
of australia and the world what can be done to come in 
under budget.  

the climate change authority recommends that 
by 2030 australia’s emissions reduction target should 
actually be 40 to 60 per cent below 2000 levels by 2030, 
based on australia’s fair share of the global carbon 
budget.34 climateWorks modelled what this means for 
the electricity sector based on this target range, and 
found that the whole country needs to move to 70% 
renewable energy by 2030.35 south australia can and 
should continue to lead this effort.

"South Australia’s shift to 100% 
renewables by 2025 and becoming a 
renewable export superpower by 2030 
will forge the way, showing the rest of 
Australia and the world what can be 
done to come in under budget."
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1.3 It's popular

the climate change authority recommends that by 2030 
australia’s emissions reduction target should actually 
be 40 to 60 per cent below 2000 levels by 2030, based 
on australia’s fair share of the global carbon budget.36 
climateWorks modelled what this means for the 
electricity sector based on this target range, and found 
that the whole country needs to move to 70% renewable 
energy by 2030.37 south australia can and should 
continue to lead this effort.

• 97% of south australians want renewables to be their 
main source of energy, and

• 70% think tackling climate change creates opportunities 
for jobs and investments in clean energy.38

nationally, opinions are similar. a lowy institute Poll 
in June 2017 found that “an overwhelming majority of 
Australian adults (81%) want the government to focus 
on renewables, even if this means we may need to 
invest more in infrastructure to make the system more 
reliable.”39 a guardian poll found “that 64% would prefer 
new investment in renewable energy sources to meet 
Australia’s future energy supply needs, while only 18% 
would prefer new coal-fired power plants.40

Perhaps no bigger energy scare campaign has been 
run in the last year than the one about the south 
australian blackout. Despite this campaign, essential 
polling found that 60% of south australians thought the 

“power blackout would have occurred regardless of how 
the electricity was produced.”41

“97% of South Australians want renewables to be their main source of energy.”  

“70% think tackling climate change creates opportunities 
for jobs and investments in clean energy.”  38
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1.4 It's doable

south australia has some of the best renewable energy 
resources in the world. according to a study conducted 
by unsW, the “sa wind and solar resources far exceed 
the capacity to utilise them within that state alone,” 
and that does not even consider, bioenergy, hydro, 
geothermal or wave resources. We have significant 
land area and a low population density. We are one of 
the best equipped states in one of the best equipped 
countries in the world to transform our energy system to 
be powered by 100% renewables and export renewable 
energy.  

could it be done? there is an ever-growing wealth 
of comprehensive reports showing that an affordable 
and reliable energy system can be powered by 100% 
renewable energy. For example:

• the australian energy Market operator (aeMo) 
forecasts that south australia will almost double its 
penetration of large-scale renewables from 1600MW to 
3000MW by 2021 under a business as usual scenario 
which, combined with domestic solar, would mean that 
South Australia would be powered by 80% renewables 
in under five years.42 aeMo has also modelled that 
100% renewables for the whole country is absolutely 
achievable, without compromising energy security or 
reliability.

• the Future grid study conducted by energy networks 
australia and csiro predicts south australia will move 
to 100% renewables43 and under certain scenarios 
would likely be consistently exporting electricity from 
renewables to other states as soon as 2027.44

• Modelling undertaken by unsW also shows that the 
sa electricity grid can operate reliably with 100% 
renewables, and greater connection to the eastern 
states would enable south australia to do this even 
more cost effectively.45

• the south australian government’s low carbon 
economy expert Panel recommended that south 
Australia be a leader in the field of climate change 
and “set a target for zero carbon electricity supply 

with south australia as a net-exporter of electricity to 
other states.”46  the expert Panel draws on modelling 
undertaken by climate Works and csiro that 
predicted south australia would by 2050 be powered 
by 100% renewable energy and export an additional 
50% renewable electricity to other states by 2050, with 
exports starting in 2027.47

thus, while a roadmap to export a further 50% 
renewables by 2030 sounds bold, it is simply bringing 
forward what energy experts already predict will 
happen. as an example, in 2016 south Korea announced 
plans to progressively fuel its 26,000 buses with 
hydrogen representing 475,000 tonnes of hydrogen 
consumed a year. a technical report for the south 
australian government found that if this demand was 
to be met by south australian hydrogen produced 
with renewable energy, it would require more than 
double south australia’s existing electricity use.51 in 
this context, exporting an excess 50% (or 1500MW) of 
electricity through global storage exports or through 
interconnectors interstate seems completely achievable. 
Furthermore these predictions should be considered 
in the light of past experience, whereby real-world 
deployment of renewables has dramatically outstripped 
all projections and forecasts. south australia has gone 
from 0% renewables to 50% renewables in a short 
17 years. in 2017 south australia will meet its 50% 
renewables target eight years ahead of schedule. a 100% 
renewables target by 2025 and a renewable export plan 
supported by a new suite of stable and appropriate 
policies would enable south australia to continue its 
world-leading renewables trajectory. 

"In 2017 South Australia will 
meet its 50% renewables target 
eight years ahead of schedule."

solarcitizens.org.au


20 REPOWERING SOUTH AUSTRALIA

solarcitizens.org.au

1.4.1 It looks different

a modern energy system is a complex beast. after all, 
keeping the lights on is more complicated than flicking 
a switch on enough power plants at once: supply and 
demand as well as frequency and inertia must be 
constantly kept in balance to keep the system reliable. 
This requires what energy boffins call ‘energy services.’ 

Modelling undertaken by aeMo,52 unsW,53 uts,54 and 
ena and csiro55 shows that a range of renewable and 
storage technologies can supply these energy services 
without the need for coal or gas. However, we must 
recognise that the energy system of the 21st century 
will look very different to the energy system of the 19th 
and 20th centuries, and how we meet energy services 
will change. Five of these differences are important to 
understand:

• solar and wind will provide bulk energy, not coal;

• We will need more ‘on-demand’ energy solutions;

• More of our energy generation will be decentralised;

• Managing energy demand will be as important as 
managing energy supply; and

• the system will have less ‘inertia’.

1.4.2 Bulk energy not baseload

our wholesale electricity generation market was 
established at a time when there were two main types of 
energy generation technologies, which exhibited different 
and complementary traits:

• cheap thermal power stations powered by coal (and 
uranium in other parts of the world) that were slow 
to ramp generation up and down and operated most 
efficiently if they ran all of the time.

• More expensive and reactive gas-fired power stations 
that could ramp generation up and down much more 
quickly as needed to meet demand peaks.56  

these technology traits are the basis of what became 
known as “baseload” and “peak” generation. it is 
important to note that these are not technical concepts, 
that is, they are not essential to a functional, reliable and 
secure energy system. they are really business concepts 
developed by the traditional power sector in the last 
century in order to maximise the amount of electricity 
supplied by a single conventional power plant.57 

in the future, the base demand for energy—bulk 
energy—will be supplied by the cheapest form of 
new build electricity generation, which is variable but 
forecastable renewable energy technologies such as solar 
PV and wind (see Figure 4). 

in this new paradigm there will be little to no room for 
so-called “baseload” power, as it will be crowded out by 
renewable energy supply that operates at close to zero 
marginal cost.
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With over 4260MW of proposed wind and solar projects in the pipeline for south Australia (excluding rooftop solar) and a further 215MW of hydro and biomass projects also proposed,49 
it’s not surprising that a 2016 deutsche Bank analysis projects that the state is on track for 85% of its electricity from renewables by 2020 and could reach 95% by 2025.50

the CsIRO modelling suggests  
that by 2050, sA could export half 
of its electricity to other states.

Figure 3: South Australian electricity generation projection, cSIro48
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Figure 4: A new power system paradigm58
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1.4.3 Energy ‘on-demand’

experience from places like Denmark and germany 
show that it is possible to get to very high proportions of 
variable renewables without additional action.59 However, 
once a certain percentage of variable renewables 
is reached (a percentage that varies depending on 
location, the state of the grid, and so on) they need to be 
supplemented by ‘on-demand’ or ‘dispatchable’ energy.  

‘on-demand’ energy basically just means that the 
power is on call, ready to feed additional electricity into 
the grid at a moment’s notice. We particularly need this 
on-demand electricity at times of peak demand such as 
when it is 42 degrees out and we are all blasting our air 
conditioners. We also need it when cheaper and more 
variable renewable resources such as solar and wind 
have low output. note that while technologies like coal 
and nuclear technically dispatch into the market, they 
cannot be considered on-demand sources of energy as 
they take too long to ramp up and down.

currently, many industry lobbyists are saying that 
gas is essential to delivering these on-demand energy 
services. in reality, there are a host of clean renewable 
and storage technologies that can do the job. examples 
include batteries, conventional pumped hydro, 
sustainable bioenergy and solar thermal with storage. 
More flexible demand will also play a part.60 as noted in 
the introduction, recent research shows that new build 
solar combined with storage, whether PV with battery 
storage or solar thermal with molten salt storage, is 
cheaper than new build gas.61

"We need to shift from an energy system 
designed around concepts of ‘baseload’ 
and ‘peak’ load to a market designed 
around the concepts of variable bulk 
energy and on-demand energy, where 
flexible generation and consumption are 
valued at a premium."

Just as there will be no room for baseload energy, in 
the near future there will also be less room for expensive 
peaking gas generators that extract profits during 
traditional energy demand peaks on hot days, as this 
demand is increasingly met by solar. We need to shift 
from an energy system designed around concepts of 
‘baseload’ and ‘peak’ load to a market designed around 
the concepts of variable bulk energy and on-demand 
energy, where flexible generation and consumption are 
valued at a premium.  

research from unsW (illustrated in Figure 5) shows 
that a least-cost energy system powered by renewables 
includes a mixture of variable and on-demand 
renewables and storage. if the system is skewed towards 
mostly on-demand renewables (left of the graph), this 
results in higher-than-necessary system costs as these 
technologies are more expensive than standalone wind 
and solar. if the system is skewed towards 100% variable 
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renewables (right of the graph) it requires much more 
capacity to be installed across larger areas, and there are 
greater grid integration costs.

the right mix of on-demand renewables, variable 
renewables, and storage leads to a least-cost outcome 
across the system. the good news is that less ‘on 
demand’ energy is needed than many people think. a 
report by energy networks australia and csiro looked 
at the amount of storage needed at different levels 
of variable wind and solar. it found that for energy 
balancing purposes, South Australia only needs five 
hours of storage (of the state’s average load) and 
some dispatchable renewables (like biogas), when the 
renewable energy share gets above 90%.63

1.4.4 Decentralised energy

Historically australia’s energy system has been 
highly centralised, with a few large-scale generators 
located at significant distance to population centres of 
passive energy consumers, leading to high transport 
(transmission and distribution) costs. However, this 
situation is changing rapidly. it is estimated that more 
than 30% of south australian households have a solar 

PV generator on their roof, accounting for over 600 MW 
of total capacity.64 as modular generation technologies 
become cheaper, our energy system is becoming 
much more decentralised, with supply distributed 
throughout the energy system. typically, decentralised (or 

“distributed”) generation is smaller in scale and closer to 
where energy is used. examples of decentralised energy 
solutions include solar PV (rooftop and small solar farms), 
bioenergy plants and small 1–5 turbine wind farms.

Decentralised energy is increasing the number of 
participants in our electricity system. now households, 
small businesses, farmers, councils and more can 
become producers of electricity as well as consumers 
(known as prosumers). new and innovative business 
models are popping up to spread the deployment as 
well as the many benefits of clean energy solutions 
throughout australia, accelerating the transition to 
renewable energy.

1.4.5 Supply AND demand

People working in the energy system have traditionally 
been obsessed with supply of energy, and have paid 
little attention to the demand side. But electricity, 

Least cost mix

Integration cost
(Voltage/frequency 
management)

Generation 
capital cost

source: Riesz, J. et al, 2016

Figure 5: optimising the generation mix62
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more than almost any other market in the world, is 
about constantly balancing supply and demand. if they 
aren’t balanced instantaneously there can be serious 
engineering consequences (voltage drop, blackouts etc). 
In Australia we use energy very inefficiently, and with the 
advent of smarter energy technologies there are huge 
opportunities for interventions on the demand side of 
the equation. examples range from traditional demand-
shifting, practiced by water and aluminium companies or 
encouraged by off-peak hot water prices, to new options 
opened up by appliances with smart switches.  

Becoming a renewable superpower is not just 
about electricity supply, it is also about having a more 
sophisticated and productive approach to energy 
demand. the recent program by arena and aMeo 
undertaking a trial demand management program for 
summer 2018 is a step in the right direction.65 this trial 
will look at options for demand-shifting and flexible 
load, where energy customers are paid to turn off at 
times of peak demand. one example of this innovative 
approach is the start-up greensync, which works 
with network companies to provide flexible load and 
decentralised generation to avoid the need to build new 
poles, wires and substations.66 these initiatives help us 
move to a future energy system where demand follows 
supply as much as supply follows demand.  With more 
variable but predictable renewables coming into the 
system, households and businesses will be increasingly 
incentivised to use electricity when it is cheapest, that is, 

when the sun is shining and the wind is blowing.
south australia is a signatory to the national energy 

Productivity Plan, which includes a number of actions to 
increase energy efficiency. But this does not go nearly 
far enough: he most sustainable and affordable energy is 
the energy that we don’t use. We don’t need to ration our 
energy use, but we do need to use it more productively.

1.4.6 Other system services

there are a number of technical energy terms that 
get bandied around in the media these days: inertia, 
synchronous and non-synchronous generation etc. 
analysis undertaken in australia, as well as in the united 
states, ireland, germany and other countries around the 
world show that an electricity system powered by 100% 
renewables is technically possible. 

services such as managing fault current when 
disturbances occur and managing frequency can be 
provided by synchronous renewable technologies that 
provide physical inertia (rotation), such as concentrating 
solar thermal and sustainable bioenergy. alternatively, 
they can be managed through different grid management 
procedures and the provision of so-called synthetic 
inertia or fast-frequency response that solar PV, batteries 
and wind can provide. For example, the Hornsdale wind 
farm in south australia is currently the site for a trial 
of how wind can be used to provide electricity system 
management services.68 
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The “Black System” event of September 28, 2016 
in South Australia was immediately used as an 
excuse for the Federal Coalition government and 
fossil fuel interests to revisit their usual attacks on 
renewables, but, as subsequent reports have made 
clear, the reality on the ground was as complex 
as the electricity system itself. While it is true that 
hundreds	of	megawatts	of	wind	power	went	offline	
in the midst of a chain of system failures triggered 
by	extreme	weather,	AEMO’s	final	report	on	the	
incident found that the variability of wind power 
“was not a material factor” in the events that led to 
the statewide blackout.69

Indeed, and contrary to fossil-friendly spin, 
the cause of the blackout wasn’t an oversupply 
of renewable energy, instead it was a failure of 
system operators to properly utilise this renewable 
energy. AEMO found that the wind turbines had 
protective control settings that were unnecessarily 
set to shut down generation in reaction to the 
repeated voltage dips on the grid caused by the 
damage to transmission lines. If these controls had 
been	properly	configured,	AEMO’s	study	found	
that the wind power would have rode through the 
events and prevented the blackout. 

That’s not the end of the story. Subsequent 
modeling by the engineering consultancy Lloyd’s 
Register and renewable energy developer RES 

found	that	South	Australia’s	ageing	gas-fired	power	
plants likely made the trauma to the grid worse, as 
their own generation ramped rapidly up and down 
in response to the initial voltage disturbances 
and caused rapid loading on the interconnector 
immediately prior to the blackout.70 They also 
found that substituting inverter-controlled, battery 
storage-equipped solar for gas generation would 
have enabled the system to maintain stability after 
the fault, more evidence that resilience will come 
from a greater embrace of advanced renewable 
energy technologies.  

Regardless of how much of the blame to 
allocate to grid operators vs the gas generators, 
it’s important to keep in mind the ultimate cause 
of the Black System: a massive storm with winds 
of up to 260 km/hour, exactly the kind of extreme 
weather event that will only become more frequent 
so long as climate change continues unabated. 
Accelerating progress towards a zero carbon 
energy system is the only way to ensure a stable 
electricity supply in the long run as well as in the 
short term. 

all in all, moving from one way of doing things to another always has its challenges, particularly in an industry that is so 
fundamental to everything we do. the good news is that south australia has a renewable industry which is up to the 
challenge and has a solid knowledge base to build on. the even better news is that renewables will continue to become 
cheaper over the next 13 years, making the transition even more cost effective than it has been in the last 13 years.  

Box 2: real reasons for system black

solarcitizens.org.au


25BRIEF 1: BECOME A RENEWABLE ENERGY SUPERPOWER

solarcitizens.org.au

• increase energy security in both the short term and 
in the medium term, in case something unexpected 
should happen in South Australia’s ageing gas fleet;

• lower power bills by introducing competition into the 
wholesale energy market, and particularly at the top of 
the market, in order to reduce the ability of gas plants 
to extract unfair profits at times of low wind; and

• continue south australia’s trajectory towards 100% 
renewable energy.

this could be delivered through more batteries, solar 
thermal with storage, pumped hydro, flexible demand or 
sustainable bioenergy. given the high degree of market 
concentration, it is imperative that the state government 
plays an active role in procuring this new capacity to 
ensure that it is deployed and operated in the public 
interest.

Policy mechanism
there are two key policy mechanisms that are 
appropriate for delivering these outcomes:

• Reverse auctions with a contract for difference, where 
the state government tenders for a certain capacity 
of on-demand, zero-carbon electricity capacity. the 
contract then allows the the successful proponent to 
bid into the competitive market, but the government 
then tops up the price to a guaranteed level or gets 
paid back if the market price goes above the contract 
price.

• Public ownership, where the state government 
purchases new on-demand, zero-carbon electricity 
sources. 

More detail about these policies are provided in Policy 
Brief 2: Drive the Deployment of On- Demand Clean Power.  

realising the potential of becoming a renewable 
superpower will not be done through one or two policy 
mechanisms alone. it needs a whole of government and 
whole of state approach, with many players doing their 
bit. this requires a range of policy levers, commitment, 
coordination, inspiration and a clear goal that everyone 
is working towards. in the following section we outline 
some of the priority policies that will be needed to 
achieve to power the state, the nation, new industries, 
and the rest of the world with renewables produced in 
south australia.

1.5.1 Legislate a target

the act, soon Victoria and a number of jurisdictions 
around the world all have legally binding renewable 
energy targets. if south australia is to ensure it becomes 
a renewable superpower, a legislated target is the critical 
first step.

to this end, the south australian government should 
introduce legislation that commits to sourcing all of 
south australia’s electricity from renewables by 2025 and 
to maximise south australia’s renewable potential by 
exporting renewable energy equivalent to an additional 
50% of our energy needs by 2030.

1.5.2 Powering South Australia

Once a target is legislated, the first task is to continue 
on the trajectory of powering south australia from 
renewable sources. While there are many policies and 
regulatory reforms that are needed to do this, there are 
three areas that are essential for the south australian 
government to act on immediately.

1. Build the right renewables in the right places

Why is this needed?
south australia’s electricity system urgently 
needs investment in new, on-demand, zero-

carbon capacity. Both the solar thermal plant with 
storage in Port augusta and the new 100MW battery 
under construction in Jamestown are big steps in the 
right direction, but more needs to be done to:

1.5 How do we do it?
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2. Implement a price signal for all renewables

Why is this needed?
With the renewable energy target (ret) 
concluding in 2020, industry has been rightly 

demanding policy certainty, namely, a price signal for 
the market that they can take to the bank to deploy 
new low-cost electricity generation solutions consistent 
with australia’s Paris climate commitments. this will 
be particularly important to ensure that the cheapest 
renewables, namely large-scale wind and solar, continue 
to be deployed by the private sector in south australia 
beyond 2020.

“Australia is realising the significant benefits of backing the 
renewable energy industry. For these economic benefits 
to continue, clear policy direction and support is required 
beyond 2020.” 

- clean energy council71

“We are not on course to achieve our emissions reduction 
commitments. And the investment needed to address these 
challenges is being strangled by a crisis of confidence and 
credibility, brought on by a decade of short-lived policy and 
political polarisation.” 

- australian industry group72

“We will continue to advocate for policy certainty, 
particularly the adoption of a clean energy target as the 
critical action needed to stimulate further investment in 
new supply and deliver a genuine reduction in prices for 
australians.” 

- origin energy73

Policy mechanism
the clean energy target (cet) proposed in 
the Finkel review is the current preferred 

policy mechanism to achieve this nationally. the cet 
is a variation of the ret mechanism whereby “eligible 
generators would receive certificates for the electricity 
they produce in proportion to how far their emissions 
intensity is below the threshold. new eligible generators 
would receive certificates for all electricity generated, 
while existing generators could receive certificates for 
any electricity that they produced about their historical 
output.”74

the sa government should advocate for the adoption 
of this mechanism either federally or through joint 
agreements with other state governments. However, we 
also call on the government to work to ensure that by 
2020 the cet is underpinned by emissions requirements 
consistent with 2030 targets that are actually in line with 

what the climate change authority says is australia’s fair 
share of keeping global warming to below 1.5 degrees.

3. Support decentralised and demand-side 
solutions 

Why is this needed?
Decentralised renewable energy and storage 
as well as energy efficiency and demand 

management solutions are some of the biggest 
opportunities for lowering south australian household 
and business power bills, increasing the resilience of 
the electricity system in the face of climate change, and 
lowering emissions. south australia has a strong rooftop 
solar industry, but much more can and should be done 
to stimulate energy efficiency, demand management, and 
mid-scale, community-owned renewables. 

Policy  
mechanism

• neither reverse auctions nor the cet are the 
best policy mechanisms to support demand-side 
and decentralised energy solutions. other policy 
mechanisms will be needed, including:

• the smart energy communities and indigenous 
communities clean Power Programs, which provide 
funding, advice and expertise to support communities, 
households, councils, farmers, aboriginal communities 
and small-business to move to renewable energy and 
introduce energy productivity measures. see more 
on these policy below in Policy Brief 3: unlocking 
community energy and Policy Brief 4: empowering 
aboriginal communities.

• the establishment of Power access, a publicly-owned 
retailer and energy service company for low-income 
households, to help them lower their power bills and 
access clean energy and energy efficiency solutions.  
see more on this policy below in Policy Brief 5: 
establish Power access.

• a legislated fair price for solar that recognises the 
full value of rooftop solar solutions. We recommend 
emulating the Victorian government’s approach, which 
recognises the environment and time value of rooftop 
solar.  

• Regulatory reform to allow cost-effective peer-to-peer 
energy trading.

• establishing minimum energy performance standards 
for rental properties.
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1.5.3 Powering the Nation and the World

Develop a renewable export roadmap

Why is this needed?
renewable gas and using renewables for 
manufacturing are the next big wave of global 

innovation in the transition to clean energy. getting going 
on these options will not only benefit South Australia’s 
gas-intensive businesses, but also open up a whole 
renewable export industry domestically and globally. in 
a state that has abundant land and some of the best 
renewable energy resources in the world, this just makes 
sense.

indeed, countries that are serious about decarbonising 
but lack abundant land and renewable resources are 
starting to look into sources of hydrogen to fuel their 
transport and industrial sectors, including Japan and 
south Korea.75 76 south australia, with its world-class 
renewable resources, could capture this market. 

there are four main renewable export options:

1. renewable gases,

2. electricity exported via interconnectors (see Box 3),

3. export materials and goods whose production is 
powered by renewable energy, and

4. exporting expertise in how to transition to clean 
energy.

a renewable export roadmap should cover all four of 
these options.  renewable gases represent one of 
the biggest opportunities as they are the basis of an 
international renewable export industry. there are 
two main pathways to developing renewable gases. 
The first is through the generation of biogas, either by 
landfill capture, anaerobic digestion, or sustainable 
biomass gasification. The second is through using excess 
electricity when the wind is blowing or the sun is shining 
to “crack” compounds like water into hydrogen. to export 
this safely, the hydrogen is then turned into ammonia 
(see Figure 6).

Figure 6: How renewable exports could work77
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Box 3: Interconnectors

already the act government has started to fund 
renewable hydrogen infrastructure,78 arena is funding 
a ‘power to gas’ trial in western adelaide,79 and the south 
Australian Government is funding a $8.2m hydrogen 
production facility, with six buses to be powered by 
hydrogen.80 81 However, more needs to be done if we 
are going to lower the cost of renewable hydrogen 
production.

Policy mechanism
the south australian government should 
develop a renewable export roadmap.

the sa government has just released a Hydrogen 
roadmap. this is an excellent step in the right direction, 
with important initiatives such as:

• strengthening trade relationships with countries like 
Japan who are hungry for renewable fuels, and

• Making funding available through the $150million 
renewable technology Fund for the production of 
renewable hydrogen and syn-gas in south australia.84

However, we believe that south australia should also 
develop a broader renewable export roadmap that 
encompasses the work done on renewable hydrogen, 
but also looks at all options for renewable exports in 
the short, medium and long term. in addition, the wider 
roadmap should consider more explicitly what domestic 
and export infrastructure (such as pipes and ports) will 
be needed to grow a renewable export industry and how 
the government will work with industry to develop this 
new infrastructure in the next 10 years. 

the renewable export roadmap and associated 
funding rounds should also more explicitly identify 
and prioritise technology development funding for the 
niche applications of renewable gases and renewable 
ammonia. there are some demands for energy that 
renewable electricity is not suited to meeting, examples 
include powering freight transport and chemical and 
industrial uses, particularly for high-temperature 
industrial processes. the use of renewable gases should 
be prioritised to these applications, to ensure that it is 
possible to fully decarbonise south australia’s energy, 
transport and industrial sectors.

In the short-term, priority must be given to 
measures that deploy more renewables, lower-
bills and make the transition fair for all South 
Australians. Interconnectors, large transmission 
lines	over	long	distances	between	different	
Australian states, are expensive. As such, they are 
only	warranted	when	there	is	a	positive	net	benefit.

In the longer term, as South Australia starts to 
get	close	to	100%	renewable	electricity,	it	will	be	
worth considering whether more interconnector 
capacity above the existing Murraylink and 
Heywood	interconnectors	will	be	a	positive	benefit	
to South Australian households and businesses.

Scenario modelling indicates that a big 
opportunity	for	transitioning	Australia	to	100%	
renewables is the vast geographic spread of the 
NEM,	which	encompasses	different	patterns	of	

wind and solar generation that balance out local 
variability.82 South Australia has an important role 
to play in supplying renewable energy for the rest 
of the NEM, but greater levels of interconnection 
will be needed. However, these investments should 
not	come	at	significant	additional	expense	for	
energy consumers who are currently hurting badly. 

It is hoped that by the time South Australia 
is	approaching	100%	renewable	electricity,	
the transmission planning and investment 
reforms proposed by the Finkel Review83 will be 
implemented and can inform South Australia’s 
consideration of more interconnector capacity.
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1.5.4 Powering New Industries & Sectors

1. Develop a roadmap to power transport and 
industry with renewable electricity

Why is it needed?
The businesses suffering the most from gas price 
hikes are those in the manufacturing sector, like 

brickworks and cement makers that directly burn gas to 
generate what is called “process heat”. Process heat is 
the heat that is needed for manufacturing processes and 
chemical reactions to work. This affects relatively few very 
large industrial gas users across Australia, mainly five 
large aluminum smelters, but also about 2000 mid-scale 
industrial businesses.85

renewable energy consultancy itPower was asked 
by arena to investigate how much gas used in 
manufacturing can easily be replaced by fuel switching 
(table 1).86 What table 1 shows is that for relatively low-
temperature processes (<250 degrees), there are a range 
of fuel switching options available.

in addition, if south australia is serious about climate 

change leadership, electrification of both the transport 
and industrial sectors must be a key area of focus. south 
australia’s world-leading renewable resources can be 
used to power electric vehicles and public transport 
as well as a number of low-temperature industrial 
processes.  

Policy mechanism
the south australian government should 
develop an Electrification Roadmap for the 

transport and industrial sectors of south australia. this 
roadmap should investigate how much of the transport 
sector and industrial sectors can be electrified, how 
many businesses and households this would affect, 
what additional renewable generation capacity would be 
required, the jobs that would be created, and identify the 
policies, programs and strategies needed to speed up 
electrification and fuel-switching. Making this Roadmap 
a priority will be good for business, good for gas and 
electricity prices, and have strong outcomes for climate 
change mitigation.

table 1: Process Heat used in Manufacturing

Process Heat used in manufacturing Less than 250˚C 250˚C to 1300˚C Greater than 
1300˚C

share of total process heat requirement (33) 9% 45% 47%

Applicable renewable energy technologies 
for process heat generation

electric heat pump—air source ✔

electric heat pump—ground source (geothermal) ✔

geothermal—direct ✔ ✔

Biomass combustion ✔ ✔ ✔

solar thermal—direct ✔ ✔ ✔
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2. Create renewable industry precincts

Why is this needed?
While some industrial processes can increasingly 
be powered by electricity, mid-to high-

temperature industrial processes will require a different 
approach. Heat-generating renewable technologies such 
as concentrating solar thermal and sustainable biomass 
combustion can be used to provide direct process heat 
to existing and new industries in south australia. 

For example, the sundrop tomato farm near Port 
augusta in south australia uses a concentrating 
solar thermal system to desalinate water and heat 
greenhouses to grow 15 million kg of truss tomatoes 
a year, supporting 175 local jobs.87 in Victoria, the 
Berrybank Piggery has installed an anaerobic digestion 
system to process the pig effluent and generate 
biomethane, a renewable substitute for natural gas.88 the 
biomethane is used for heating and electricity generation, 
but it could also be used as a direct gas alternative 
for some industrial processes. in austria, the town of 
güssing has become a bioenergy-based industrial centre. 
a range of bioenergy facilities, including the world’s 
first biomass gasification plant, has attracted 60 new 
businesses looking for affordable and secure heat and 
electricity to the rural community.89

as the whole world decarbonises, south australia can 
use its world leading renewable resources to attract 
new business and industry to the state and help existing 
businesses decarbonise and access new and lower cost 
sources of process heat. to do this, south australia will 
need to develop the infrastructure these new businesses 
need. creating a number of renewable industry precincts 
would facilitate this process.

Policy mechanism
renewable industrial precincts co-locate 
renewable electricity and heat generation 

projects (wind, solar PV, batteries, concentrating solar 
thermal, sustainable bioenergy) with industries and 
businesses that have a high demand for heat and 
electricity. the state government should identify a 
number of locations across the state to become a 
renewable industry precinct. Port augusta, next to the 
aurora concentrating solar thermal project, would be an 
ideal location for one such precinct. the sa government 
will need to do its homework, liaising with businesses, 
understanding their needs, and working with relevant 
local councils to investigate options for setting up these 
precincts. examples of actions that the state government 
could pursue include favourable zoning and planning 

conditions, access to concessional loans, and co-funding 
the heating network infrastructure for the precinct.

3. Invest in EV charging infrastructure

Why is this needed?
electric vehicles (eVs) are an essential pathway 
for cleaning up the transportation sector, with 

potential for zero emission performance when charged 
with renewable energy. eVs are also a powerful tool for 
providing distributed grid balancing services, soaking 
up excess renewable generation when the wind and 
sun are plentiful and sending electricity back to the grid 
when they are scarce. Best of all, a recent report by 
zero carbon australia found that australia’s passenger 
vehicles could transition to 100% eVs in a decade at no 
net cost thanks to fuel cost and maintenance savings (if 
eV costs continue their rapid decline).90

However, australia is currently lagging badly when it 
comes to the adoption of this technology, with combined 
eV and plug-in hybrid electric sales accounting for just 
an estimated 0.1% of the australian market in 2016.91 
By comparison, the combined share of eVs and plug-in 
hybrids in the u.s. is over 1%92 and in norway, the 
global leader, plug-in cars are an astonishing 37% of 
the market.93 the australian electric Vehicle association 
(aeVa) has mapped out several pre-conditions to enable 
rapid eV growth in australia, and one of the ripest areas 
for government leadership is the establishment of 
publicly-accessible recharging infrastructure to instill 
driver confidence.94

Policy mechanism
Queensland and Western australia are already 
leading the way with the development of their 

own statewide charging networks. in Wa, a network of 12 
fast charging stations is being developed by the rac in 
collaboration with local governments,95 and a recently-
announced initiative by aeVa and electricity retailer 
synergy will install up to 70 more.96 the Queensland state 
government is funding an “electric super Highway” of 
18 ‘fast charging’ stations in cities and towns statewide, 
which it claims will be the world’s longest eV charging 
network in a single state once completed.97 

The South Australian 2017–2018 state budget includes 
$800,000 in funding for EV charging stations.98 While this 
is a step in the right direction, more needs to be done. 
the sa government should a set goal of at least one 
eV charger every 100 km. to achieve this goal it should 
collaborate with local governments to determine where 
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these charging stations should be located. Partnering 
with electricity retailers and/or the distribution company, 
who stand to gain enormously from the additional 
demand represented by eVs, could also bring in 
additional private sector funding.
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south australia’s energy system is transforming 
rapidly, with ageing coal and gas generators being 
replaced by the cheapest new-build generation, 
wind and solar. that means we are heading 

towards a system dominated by variable (but predictable) 
renewables that run at very low marginal cost. the 
price-setters in the market are therefore the suppliers of 
on-demand energy that can fill in the gaps around cheap 
wind and solar. so far, that's been a handful of privatised 
gas companies (and corporatised snowy Hydro) who've 
been gaming the market, enron-style, to maximise their 
revenue.

However, with storage prices coming down and gas 
prices going up, any government that really cares about 
wholesale power prices should be looking to intervene 
to stimulate the deployment of new on-demand power 
in the form of batteries, concentrating solar thermal, 
sustainable bioenergy and flexible loads.  

There are currently a number of options being 
floated about how to best do this. Of the four most 
touted options, two have the potential to work in 
the public interest by driving down emissions and 
increasing competition in South Australia’s electricity 
market to dampen wholesale prices. They are:

• reverse auctions for on-demand renewables and 
storage; and

• Public ownership of on-demand renewables and 
storage.

Two are ideas that we are concerned will have 
negative unintended consequences:

• the proposed south australian energy security target; 
and

• renewable generator obligations proposed by the 
Finkel review.
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2.1.1 Reverse auctions with a contract for 
difference to get the right renewables and 
storage built in the right places

Why is it needed?
the existing ret is a great way to deliver today’s 
cheapest renewable technologies in the places 

where it’s currently cheapest to build them. in the future, 
other policies such as the proposed clean energy target 
or an emissions intensity scheme would likely play a 
similar role. reverse auctions are a complementary policy 
that are a great way to attain the lowest possible price for 
on-demand/dispatchable renewable energy and storage 
projects and services that can keep our energy system 
reliable, sustainable and affordable over the long term. 
This also has the benefit of being a bankable policy that 
increases investor confidence. 

this approach has proved very successful at keeping 
down costs for the act government, which has used 
reverse auctions to secure a 100% renewable supply at 
prices lower than current wholesale electricity prices. 

Why this will put downward pressure on power prices: 

• there’s zero incentive to price gouge because auction 
winners don’t make any more money by doing so. if 
companies charge prices above their fixed contract-for-
difference price, they have to hand that extra revenue 
straight over to the government. 

• it’s easy for auction winners to bid in at the bottom 
of the market and push out higher-cost competitors, 
since governments will pay the difference. 

Policy mechanism
a ‘reverse auction’ turns the concept of an 
auction on its head - that is, the typical role of 

the buyer and seller at an auction are swapped around. 
instead of buyers bidding high enough to win, sellers bid 
low enough to win the chance to supply what the buyer 
wants. in this case the buyer is the south australian 
government and what it wants is megawatt hours 
(MWhs) of on-demand renewable electricity supply. 
the sa government has recently undertaken a similar 
process to supply its own electricity needs. However, 
reverse auctions for new generation don’t need to be 

backed by a specific electricity demand (or load) to 
be useful, as we explain in the Contract for Difference 
section below.

the implementation of this policy involves the following 
three steps:

1. Choose and publish selection criteria for 
successful bids. The criteria should include:

• Responsiveness - the ability to supply electricity in 
a short response or dispatch time of less than five 
minutes. 

• Location - based on analysis undertaken by aeMo 
or arena, projects should be located in areas that 
most need both on-demand electricity and additional 
ancillary services such as frequency control, fast 
frequency response, and/or inertia.

• Public interest - an indication of how the ownership 
and operational strategy of the infrastructure would 
increase competition in the wholesale electricity 
market to keep prices lower and reduce the number 
of price spikes. in addition, this could include local 
job creation, content requirements, and other 
potential benefits to the state such as investments in 
research and training. 

2. Companies and organisations tender for a certain 
capacity (MWs) or volume (MWhs) of renewable 
generation and/or storage. 

3. The lowest-price bids that meet the criteria win a 
power sale contract that is locked in for a period 
of at least 15 years. in this way, reverse auctions 
provide the bankability and certainty needed to 
secure finance at competitive rates (one of the 
factors which keeps down the cost of the policy).

one of the key innovations in the design of reverse 
auction policy is the structure of the contract. the 
South Australian Government should offer the winning 
proponents a ‘contract for difference’ (CfD). A CfD works 
whereby the successful renewable energy project sells 
energy on the wholesale electricity market and the 
Federal or state government agrees to top-up the 
contract price offered by the winning bidder. When 

2.1 good policy options
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the wholesale price is greater than the contract price, 
the generator agrees to pay back the difference to the 
government.99 this is the approach that has been used 
by the act government and other governments around 
the world with significant success (see Box 4).  

However, a cfD for on-demand renewables and 
storage will need to differ slightly from existing CfDs 
for variable renewables to incentivise the export of 
electricity at times when it is most needed. one way to 
do this would be to structure the cfD around cap future 
contracts rather than wholesale electricity contracts. one 
of the ways that retailers manage risks of high spot prices 
is to enter into cap contracts with generators, where firm 
generation guarantees to be available when needed at an 

agreed upon price. For an ‘on-demand’ reverse auction, 
the contract could be structured around participating in 
this existing market practice. this was proposed as one 
approach by the Melbourne energy institute as part of 
the Victorian government’s renewable energy auction 
scheme consultation.  

an alternative approach could be to specify in the 
contract conditions that the contract price is only paid 
during demand spikes, supply drops, or price spikes. 
note this doesn’t prevent the contracted generators from 
exporting electricity to the neM during other times, it’s 
simply that the government contract would not cover 
that period. the contract could also include a minimum 
annual revenue guarantee to make it more bankable.

Box 4: reverse Auctions around the world

Reverse auctions are becoming the preferred 
policy tool for supporting deployment of large-
scale renewable energy projects around the 
world. By the end of 2015, at least 64 countries 
had held renewable energy auctions, with record 
bids in terms of both low price and high volume 
seen across the world’s developed and emerging 
economies.100 The policy shift to auction schemes 
in the last three years has enabled dramatic 
and sustained price decreases and increased 
competitiveness of renewable energy generation 
technologies. 

Most new tenders in the last year have been for 
solar PV projects which saw new record low bids 
of USD 0.03 per kWh achieved in some markets in 
2016. In Australia the ARENA large-scale solar PV 
competitive	round	encouraged	a	significant	drop	
in grant funding needed for this new technology. 
When the projects currently under construction are 
complete, installed capacity of large-scale PV will 
total 262MW in Australia. 
In	ACT	the	first	Request	for	Proposal	was	issued	

for 40MWs of large scale solar installations in early 
2012. The ACT government found its Solar Auction 
a	huge	success	providing	a	“simple	and	effective	
way of attracting large solar projects to the 
Territory.” Reverse auctions are the ACT’s primary 

policy	mechanism	to	reach	its	100%	renewable	
energy target by 2020.
In	Europe,	offshore	wind	power	saw	record	low	

bids for tenders in Denmark and the Netherlands, 
bringing the region’s industry closer to its goal to 
produce	offshore	wind	power	more	cheaply	than	
coal by 2025.

Germany is the most prominent example of 
shifting to a reverse auction approach. The country 
changed its Renewable Energy Act in 2014 from a 
feed-in	tariff	approach	to	reverse	auctions.	Usually	
three to four rounds of auctions are held each 
year. In 2017, two rounds of successful tenders 
with a total capacity of 1.2 GWh for both large scale 
solar and onshore wind energy were conducted 
with lowest bid for solar achieving AUD 8.03 c/
kWh (noting Germany’s solar resource is nowhere 
near as good as Australia’s) and wind generation 
AUD 6.31 c/ kWh.101 This shift to reverse auctions 
has also increased collaborations across nations, 
further helping to integrate the European energy 
market.	Specifically,	Germany	and	Denmark	have	
entered into a pilot partnership arrangement to 
launch a cross-border solar PV tender.
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2.1.2 Publicly owned on-demand renewables 
and storage that operate in the public interest.

australia’s energy sector lacks generators that operate in 
the public interest. it also lacks regulators who are willing 
to stand up for the public interest in the face of fierce 
lobbying by cashed-up private companies. given that 
energy is an essential service, this would be a problem at 
any time, but it is particularly problematic during a time of 
rapid and disruptive change. 

In the early days of electrification, a mix of local 
electricity suppliers were owned by a range of local 
councils and private companies. over time, states 
stepped in and took on most of the responsibility for 
providing enough electricity to meet rising demand. 
a series of blackouts mid-century prompted state 
governments to further expand their investment in 
the industry. in other words, they did what responsible 
governments often do when the market is failing to 
provide universal access to an essential service—they 
stepped in and provided it themselves.

the problems we are seeing in the energy market 
today are similar to those we saw in the middle of last 
century. northern and Playford, south australia’s ageing 
coal fired power plants, have shut down. In the absence 
of long-term climate or energy policy, too few investors 
are willing to build the new generators we need to 
drive rising prices back down, especially in the face of 
the Federal government’s attacks on the lowest-cost 

technologies available, wind and solar, noting of course 
that wind coupled with storage or other firming capacity 
has been modelled as cheaper than building new gas 
generators. 

If profit-driven companies can game the market to 
drive up prices, it follows that public-interest companies 
can work to drive them down. all that is required is to 
run new publicly-owned clean power assets in the public 
interest, that is, to dampen wholesale prices rather than 
maximise revenue and in the process accept a lower 
return on investment (which governments are well-placed 
to absorb since they also have lower borrowing costs). 

as such, the sa government should establish a new 
public entity to own and operate a fleet of on-demand 
generation assets, such as the new tesla battery. it 
could purchase pre-developed on-demand energy 
projects from commercial developers, based on advice 
from aeMo about what level of on-demand capacity is 
required and what energy services are needed in what 
locations. in the longer term, this entity could also start  
to develop its own projects.  

it is essential that the new entity be established with 
the requirement that its assets are run in the public 
interest, that is, to increase competition and keep costs 
low. currently, both public and private owners of energy 
infrastructure are operating to maximise profits at the 
expense of energy consumers, but this need not be  
the case.
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2.2.1 Energy Security Target   

the south australian energy security target announced 
by the state government in april 2017 is one proposed 
approach to fill the policy void associated with supporting 
on-demand or dispatchable clean energy into the market. 
according to the consultation document, the primary goal 
of the energy security target is to:  

“increase competition, put downward pressure on prices 
and provide more energy system stability…by incentivising 
electricity generation into the South Australian power 
system from new and existing clean generators, that can be 
dispatched on command and provide local security services 
of fault current and inertia.”

Unfortunately the current design of the Energy 
Security Target scheme will deliver little to none 
of these outcomes and will lead to significant 
perverse outcomes for South Australia that are 
likely to undermine the state’s role as a national and 
international leader in the transition to clean energy. 

The Energy Security Target has now been delayed 
until 2020 and we would urge policy makers to scrap 
the target entirely.   

What is it & how would it work?  
The scheme works by providing certificates 
for eligible generators where each certificate 

represents 1 MWh of generation. The cost of a certificate 
is capped at $50 and the intention is to create a market 
for these certificates, which will be administered by 
the essential services commission of south australia. 
every year, retailers in south australia must purchase 
and surrender a certain number of energy security 
certificates. Retailers can pass on the cost of certificates 
to consumers.

The current Target is set at 4,500 GWh in 2017/18, 
equal to 36% of south australia’s annual electricity 
consumption, and would rise to 6,000 gWh or 50% of the 
state’s projected electricity consumption by 2025, with 
the target remaining at 50% beyond 2025.

essentially the scheme design is exactly the same as 
the Federal renewable energy target (ret) scheme, 
with the main difference being the eligibility criteria for 

which generators can receive certificates and participate 
in this scheme. under the ret, only renewable energy 
generators are eligible to create certificates, because the 
goal is to stimulate investment and deployment of new 
renewable energy generation. 

under the original design of the south australian 
Energy Security Target, eligible generators were defined 
as generators located in south australia that can 
provide fault current and real inertia and are “clean.” 
In this scheme “clean” generators are defined as those 
fuelled by gas-fired or renewable sources, within the 
meaning of the commonwealth Renewable Energy Act 
2000. essentially, the energy security target version 1 
was a “gas ret” with provision for technologies such as 
concentrating solar thermal, bioenergy and perhaps 
pumped hydro.

However, we do note that in response to 
consultation, the SA government has indicated 
that non-synchronous on-demand generators such 
as wind and solar PV coupled with batteries may 
be eligible. If this change occurs, it would take the 
Energy Security Target from a terrible idea to merely 
a bad one.

Why an Energy Security Target is a bad idea
Despite possible changes to the original design, 
the proposed energy security target is not an 

effective or efficient policy for achieving the desired 
outcomes, and is likely to have significant unintended 
consequences that south australian consumers will pay 
for.

First, while the proposed scheme does send a market 
signal to support the uptake of renewable energy 
technologies with inertia such as concentrating solar 
thermal (cst), sustainable bioenergy, pumped hydro 
(though there remains a question about the eligibility of 
pumped hydro under current proposed scheme design), 
and possibly battery-enabled wind and solar, the signal 
is at best weak and at worst unbankable. the energy 
security target scheme is enacted through regulation. 
While this allows for flexibility, it also creates uncertainty 
since it can be changed quickly, without parliamentary 
debate, which makes relying on the scheme for a 
medium-term revenue stream risky. thus, it is unlikely 

2.2 Bad policy options
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to be sufficient for new renewable generation secure 
finance.

second, key design elements of the electricity security 
target appear to be based on inaccurate information. 
the idea that ensuring energy security requires that 50% 
of south australia’s electricity generation come from 
“on demand” sources that have inertia does not reflect 
either practical experience of system operation, research 
and modeling scenarios, or technology advances. 
energy system services provided by technologies such 
as batteries and the re-programming of wind farms 
decreases the amount of synchronous inertia needed 
in a system. the stringent requirements that exclude 
new technology solutions until 2030 and beyond are 
not needed to ensure electricity system security and will 
curtail innovation in the state.

Furthermore, even if the eligibility criteria of the energy 
security target does expand its remit to include non-
synchronous ‘on demand’ renewable generators such as 
wind and solar with batteries, the policy design still does 
not have any basis in fact. leading research from around 
the globe indicates that a secure and reliable electricity 
system based on renewables requires significantly less 
than 50% on-demand generation by output (that is 
as a percentage of annual generation). For example, 
researchers at unsW found that 77% of annual energy 
came from variable wind and solar PV in the least-cost 
reliable and secure 100% renewable energy scenario 
they modelled for the neM.102 

Third, given that the Energy Security Target specifies 
that 50% of south australia’s electricity generation must 
ultimately come from “on demand” sources, a potential 
unintended consequence of the energy security target 
is that it will slow or even curtail the deployment future 
wind and solar projects developed in the state. this 
would in turn put upward pressure on power prices 
by constraining investment in the cheapest generation 
technologies on the market today. this is because 
south australia has already reached 50% solar and 
wind penetration, so to access market share, wind and 
solar projects will need to export over the Heywood 
interconnector. as such, clean energy companies could 
choose to pursue wind, solar and battery projects outside 
south australia where they are less constrained.

Fourth, the lack of emissions criteria and the explicit 
inclusion of gas in this scheme  perpetuates the myth 
that gas is a clean technology. gas is not a transition fuel. 
as the climate council states in its recent report Pollution 
and Price—the Cost of Investing in Gas, current levels of 
reliance on gas power in australia must be reduced to 

play our role in limiting global temperatures below 2°c.103  
additionally, gas is expensive. gas companies decided 

exporting australian gas would lead to bigger bucks 
than selling it domestically. so now south australian 
gas generators have to compete with international 
contracts, which significantly increases the price we pay. 
analysis by ieeFa (institute for energy economics and 
Financial analysis) shows new unconventional gas is 
much more expensive to procure than conventional gas 
(not to mention highly polluting to water supplies). Wind 
and solar combined with storage are currently and will 
continue to be the cheapest form of generation. other 
synchronous renewables like pumped hydro, bioenergy 
and concentrating solar thermal are also likely to become 
economically competitive with gas in the short term. 

a policy stimulating the deployment of on-demand 
renewables and storage should be designed to reduce 
south australia’s reliance on gas, not extend the life of 
old, polluting gas generators such as torrens island, as 
the energy security target does.  

Finally, it is widely known that the south australian 
electricity market is highly concentrated. For example, 
last July when south australia experienced some of the 
highest wholesale electricity prices ever, a report by 
Melbourne university found companies running gas 
plants were withholding supply (instead of generating) 
to drive up prices, leading to windfall profits of $40-60 
million in just two months. the energy security target 
is a mechanism that requires retailers to purchase 
certificates from eligible generators. This will naturally 
favour the existing gentailers—businesses which both 
generate and retail electricity—who can preferentially 
purchase electricity and the ensuing energy security 
certificates from their own eligible generators.  

as such, it is highly unlikely that this policy will do 
anything to reduce the market concentration in south 
australia. even if a few more generators or storage plants 
are brought online in short order, in all likelihood these 
new generators will be owned by the existing retailers 
because they will have to secure a PPa from a retailer 
to be bankable. thus, under the energy security target, 
the gentailers will be able to continue to run a portfolio 
strategy and play the market to their own advantage, at 
the expense of consumers. indeed, the scheme actually 
incentivises their existing gas plants to generate more, 
but not necessarily at the times of high demand. thus 
south australian gentailers will be able to earn additional 
revenue from Energy Security Certificates but still be able 
to withhold generation when it suits them. this is why 
we propose policy mechanisms that are independent 
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of retailers and will thus actually introduce more 
competition into the market.  

one of the reasons it is likely that the south australian 
government has proposed the energy security target 
as a solution is precisely because of this high market 
concentration.  in a highly concentrated market, one or 
two companies hold a lot of power. they can choose to 
withdraw supply at anytime, and given that the state’s 
critical gas generators are old, these companies could 
also choose to mothball or retire these assets. in this 
situation, the government can essentially be held to 
ransom by these companies if it chose to do anything 
that would substantially reduce their market power (and 
thus work in the consumer's’ interest).  

there is a reason that we shouldn’t pay blackmailers, 
because when you do it simply perpetuates the situation. 
the sa government needs to continue its policy of 
proactive intervention and implement real solutions 
such as public ownership or reverse auctions, and not 
encourage more bad behaviour from electricity gentailers 
by enacting an energy security target.

For more analysis of the energy security target, 
please see this submission104 to the south australian 
government consultation by community Power 
agency, solar citizens, conservationsa, the australian 
conservation Foundation, and getup. 

2.2.2 Generator Reliability Obligations 

the Finkel review also set out a proposed mechanism 
for deploying more dispatchable clean energy, generator 
reliability obligations (gros). unfortunately, the 
mechanism proposed is also problematic, though for 
different reasons than the Energy Security Target.

What is it & how would it work? 
the proposed gro  is an obligation on only 
one type of generator, that is, new variable 

renewable energy generators such as wind and solar PV. 
it would require this type of generator to contract new 
dispatchable capacity as a requirement of connecting 
to the neM. this requirement would only kick in when 
existing dispatchable capacity in a jurisdiction drops 
below a minimum acceptable level, as determined by 
market bodies (i.e. aeMc or aeMo). the obligation would 
be expressed as a percentage of the new wind or solar 
project’s nameplate capacity able to be dispatched for a 
required time period.105

Why the Generator Reliability 
Obligation is a bad idea
the proposed generator reliability obligation 

puts the onus of deploying new dispatchable or on-
demand renewables on a single class of generator. this is 
a discriminatory approach, which the Finkel review does 
nothing to justify. there is no rationale presented on why 
variable renewable generators should be responsible for 
securing this service, and to our mind it is an inefficient 
and inappropriate approach to delivering the on-demand 
energy services we need.  

think of australia’s electricity system like an 
orchestra—different technologies provide different 
services, just like different instruments provide different 
sounds. There’s the breezy flute of a wind turbine 
spinning, the tinkle of piano of rooftop solar and 
the snare drum of batteries adding intensity during 
crescendos. We wouldn’t ask a flute to suddenly start 
providing bass notes, just like it is unreasonable to ask 
solar and wind-farms to have to provide on-demand 
energy services. the service wind and solar farms are 
best-suited to deliver is cheap bulk energy, driving down 
the wholesale electricity price.  

to extend this analogy, just as we need a composer 
to write a beautiful piece of music and a conductor to 
guide its performance, we need the right goals and 
appropriate market signals to let us know what kind of 
energy system we want and need and to ensure we have 
the right generation and services at the right time. state 
governments and aeMo are much better placed to play 
the role of composer and conductor, respectively. that 
is why we have proposed reverse auctions or public 
ownership, policies directed by the south australian 
Government with advice from AEMO to deploy sufficient 
on-demand clean energy services (aka dispatch capacity).

in reality, implementing the generator reliability 
Obligation would have the effect of making many new 
renewables projects more expensive, which some have 
speculated is an underhanded way of trying to make 
wind and solar less competitive. the generator reliability 
obligation is also likely to be a bad deal for south 
australia. if a wind and solar developer has a choice 
between building a project in south australia where 
dispatch capacity will definitely be required, making the 
project more expensive, or in Queensland where it likely 
won’t be, the smart business decision will be to focus on 
Queensland. For south australia to continue to lead the 
race to renewables, it needs to ensure that on-demand 
renewable and storage generators are deployed while 
also avoiding penalising new wind and solar projects.
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regardless of policy, some wind and solar projects 
already are looking to incorporate storage into their 
projects—and it should be noted that wind or solar 
combined with batteries is now coming out as a lower 
cost alternative to new gas fired power stations. However, 
neither of these facts justify having dispatch capacity as 
a requirement of connecting to the neM. one of the key 
benefits of renewable technologies such as wind and 
solar is that they are scalable, from two turbine to 200 

turbine projects. requiring small-to-mid scale generators 
to be coupled with batteries or other dispatchable 
solutions will make these projects, which are particularly 
beneficial to rural and regional communities, even more 
difficult to implement. 

overall, reverse auctions or public ownership will have 
much better outcomes for competition, energy system 
security, consumers and an orderly transition to 100% 
renewable energy.
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2.3 Policy comparison

Desirable policy 
outcome

Reverse 
Auctions

Public 
ownership

Energy Security 
Target

Renewable 
Generator 
Obligation

Bankable policy for new 
generation deployment 
(investor certainty)

✔ ✔ ✘ ?

Efficient policy—doesn’t 
require excessive amounts 
of on-demand energy

✔ ✔ ✘ ✘

Deploys zero carbon 
energy sources only ✔ ✔ ✘ ✘

Increases competition, 
reduce market 
concentration

✔ ✔ ✘ ?

Will run in the public 
interest—dampening 
wholesale prices

✔ ✔ ✘ ✘

Will guarantee an increase 
in energy security ✔ ✔ ✘ ✔
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Bringing together families, communities, small business 
and landholders to deliver practical smart energy projects.
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3.1 Australians love local renewables

sa is a genuine world leader in renewables. at 
a local level the uptake of household PV is one 
of the highest in the world. equally, we have an 
exciting number of large scale projects such as the 

recently announced solar thermal plant at Port augusta. 
However, energy efficiency, mid-scale and community led 
renewables are areas where sa is lagging behind many 
other places. this presents untapped potential for sa. 

Energy efficiency, renewable energy and the smart 
grid are the new frontier, not only for energy provision 
but for communities and organisations concerned with 
local economic development, climate change action and 
community empowerment. 

It’s spreading fast: across south australia, over 
200,000 households and businesses benefit from rooftop 
solar PV, and more than 90 innovative community energy 
groups have sprung up across the nation. there are 
thousands of australians willing and able to get local 
renewable energy projects going in their communities, 
particularly in regional and rural areas.

It’s popular: 63% of australians would be more likely 
to vote for a party with a policy to ensure solar is installed 
on every home that is suitable and on buildings like 
hospitals and schools.106 international research shows 
that community energy projects help create greater levels 
of support and social licence for renewable energy more 
broadly.107

It’s an international trend: australia is not alone in 
embracing community renewables. in scotland there 
are over 500 community energy projects delivering 
affordable electricity, energy independence, and start-
up funding for new regional enterprises. in the u.s., 
community solar is one of the fastest-growing markets 
for solar PV.  

It creates regional jobs: research shows that if there 
is a community ownership component of a renewable 
energy project, the economic and job creation benefit for 
the local community is 1.5–7 times greater than it would 
otherwise have been.108

It’s played an important role already: community 
groups helped spark the solar rooftop revolution through 
many successful bulk-buy programs.
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3.2 Sounds great, but what actually is community energy?

The Coalition for Community Energy defines 
community energy as:

In practice community energy projects include:

• communities fundraising to put solar on a community 
building, for example adelaide-based corena;

• People investing their hard-earned cash in a solar array 
on the local brewery or dairy,  as was the case with 
Pingala in inner-sydney and repower shoalhaven on 
the south coast of new south Wales; 

• a community-owned solar or wind farm at the edge of 
town, such as Hepburn Wind in Victoria and soon solar 
share in the act; 

• communities developing 100% renewable or zero-net 
energy town plans, such as uralla in nsW, which is 
starting with energy efficiency for local businesses and 
households; 

• The first commercial micro-grid, which is a partnership 
between community energy group totally renewable 
Yackandandah and the local utility ausnet services;

• community solar and battery bulk-buys, as is currently 
happening in new england by Farming the sun 
and a by Victor Harbor council which led to 40% of 
residences having solar; and

• community pumped-hydro projects, as is being 
planned by communities in Mullumbimby in nsW and 
in the strathbogie ranges in Victoria.  

the list could go on; there are so many ingenious energy 
ideas that communities are pursuing, and they bring 
with them a range of environmental, social, monetary, 
technical and political benefits.

“the wide range of ways that 
communities can develop, deliver and 
benefit from sustainable energy.”  109
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3.3 Why do we need community energy policy? 

While community energy groups have enthusiasm, time, 
commitment and great ideas, they can lack the legal, 
technical, and financial support needed to deliver these 
projects. this means communities are missing out on 
local jobs and opportunities to reduce power bills while 
cutting greenhouse gas emissions. some people are 
missing out on the clean energy boom all together.

Perhaps the biggest barrier community renewables 
projects face is finding the financing to transform an 
idea for a project into a tangible plan, which involves 
going through the pre-feasibility, feasibility and planning 
approval stages. these stages are the most risky for 
any renewable energy venture, however unlike private 
enterprise or even government bodies, community 
actors do not typically have large reserves of capital to 
draw on. a relatively small amount of money in the form 
of a government grant to address this financing gap 
has been shown to make a significant difference to the 
development of a community renewable energy project.   

smart policy interventions like this can enable 
the community energy movement to unlock vital 
organisational resources including time, money, and 
land/roof space of thousands (if not millions) of new 
actors to deploy renewables. 

community energy also has the ability to assist 
lower income people who are struggling to pay their 
ever rising bills. By actively being a part of the market, 

community energy organisations also help to bring down 
energy costs by challenging inefficient costs charged by 
incumbent businesses.

indeed, all sides of politics are embracing support for 
community energy. in nsW, the coalition government 
has funded 27 community energy feasibility studies 
through its growing community energy Program, and 
we expect an announcement of a new community 
energy program as part of the next five years of the NSW 
climate Fund. in Victoria, the government has funded 
over 30 community energy feasibility studies and has just 
launched three pilot community energy Hubs.

community energy policy as outlined below would also 
be an effective way of implementing the recommendation 
of the sa government’s expert climate Panel for a 
comprehensive engagement program for developing low 
carbon transition plans.

“By actively being a part of the market, 
community energy organisations also 
help to bring down energy costs by 
challenging inefficient costs charged by 
incumbent businesses.”  
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3.4 Introducing the Smart Energy communities Policy

Structured similarly to the National Landcare Program, the Smart Energy 
Communities Program is a 10-year program that works as follows:

The Smart Energy Communities Program would leverage the efforts of existing volunteers, willing contributions from 
the private sector and community enthusiasm for renewables to support access for all south australians to innovative 
and emerging energy technologies such as solar and battery storage.

Type Solution

Organisations Establish six Regional Energy Hubs—not-for profit organisations in six regions 
(urban, regional and remote locations) across south australia.110 start-up funding for 
two years and ongoing matched operational funding. these regional energy Hubs 
would support many local volunteer community energy groups in their regions. 
they will also assist with advice about ways that lower and modest income incoem 
households can reduce their energy costs.

Programs and Funding A Community Power Fund would provide funding for community clean energy 
organisations (both those with and without start-up funding) to:
• Develop local renewable energy plans

• Develop, pilot and scale-up new models of community clean energy  that enable 
community members, renters, low-income australians, aboriginal communities, 
farmers, small businesses and more to participate in and benefit from clean energy.

Capacity Building Network A Smart Energy Communities Network would ensure that models, business plans, 
and implementation strategies developed are shared across the six Hubs established, 
as well as more broadly to regions and communities that were not successful in 
receiving start-up funding. the network would also be tasked with developing case 
studies, running trainings, and holding a bi-annual conference.
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Box 5: community Power—increasing reliability on kangaroo Island

Kangaroo Island has always struggled with 
adequate power supply. The island stretches 
150km long, with a single connection to the 
mainland at one end and kilometers of network to 
support the tourist destinations toward the other 
end. As a result, reliability is worse on the island 
compared to the mainland. The population of less 
than 5,000 people needs to work hard to ensure 
the infrastructure on the island can welcome over 
200,000 visitors each year. New developments 
often have limited access to electric capacity, 
meaning they have to fork out for expensive 
network upgrades or invest in their own onsite 
generation. Major businesses like the abalone farm 
rely at least in part on expensive and polluting 
diesel generators. All of this makes development 
on the iconic island expensive and unnecessarily 
complex. 
As renewable energy has fallen in price, the 
Kangaroo Island community has actively sought 
to	unlock	its	benefits	and	advocated	for	local	

projects. Since 2011, residents have been 
exploring community-owned power options, 
struggling with the constraints of the electricity 
market rules. As the undersea cable is now 
scheduled for replacement in late 2017, the 
island has investigated how to realise a vision of 
100%	renewable	electricity	and	the	possibility	of	
becoming an exporter to the mainland. 

A regional energy hub on Kangaroo Island would 
provide the expertise and coordination required 
to make this vision a reality. It would help optimise 
energy resources and network assets throughout 
the island by working with the community to 
deliver	energy	efficiency,	storage,	and	supply/
demand balancing. This in turn would free up of 
network capacity, enabling more activity on the 
network, strengthening and expanding the local 
economy, and creating the potential to export 
renewables to the mainland: a win, win, win!
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3.5 unlocking more than community energy

While the smart energy communities program has a 
focus on unlocking community energy projects, a well-
designed policy can also address a range of barriers 
holding back a fair transition to clean energy.  

3.5.1 Access to trusted information

there is a huge amount of complexity, confusion and 
imperfect information in the energy space. the clean 
energy industry is relatively new and as such there is 
little understanding of what constitutes a suitable quality 
product or service. in addition, australia’s energy retailers 
are trusted less than the big banks.111 Households, 
businesses and other consumers wanting to participate 
in the clean energy revolution are therefore unsure of 
who to turn to for good advice. the six regional energy 
Hubs established in this program can be that source of 
impartial and trusted advice.

3.5.2 Overcoming fundamental market barriers

there are fundamental market barriers in the energy 
system that have stumped policy makers for years. these 
include:

• Split incentives faced by renters, where neither 
landlord nor tenant accrues sufficient benefit from 
installing solar or energy efficiency measures to 
warrant doing so, leaving renters with ever higher 
energy bills.

• High upfront costs, where low-income households 
typically cannot afford the outlay for many clean energy 
measures, although they would save money. available 
finance products are typically not appropriate as either 
the interest rates are too high or the low-income 
household is not eligible due to credit rating issues.

the good news is that there are models that can 
overcome these barriers, from social access solar 
gardens to rates-based financing.112 the bad news is that 
these models come with their own set of challenges, 
namely higher complexity and thus high transaction 
costs. These socially beneficial models of clean energy 
involve multiple partner organisations, which add 
transaction costs, which in turn means these models are 
more expensive for end users. in addition, these models 
require a duty of care to vulnerable households and 
require significant face-to-face time to build trust. These 
models are unlikely to be delivered by the market alone.  

the smart energy communities Program is designed 
with this in mind. there is funding for developing and 
deploying programs, hubs with the expertise and 
social purpose to coordinate the public and private 
partners involved in these models and a network to 
share information about what works and what doesn’t. 
Furthermore, the Hubs and/or regionally based welfare 
organisations could be the local delivery agencies 
for Power Access, helping to deploy energy efficiency 
and renewables solutions that will lower low-income 
households’ power bills, while also stimulating local 
employment in the delivery of regional energy programs.
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3.6 How much would it cost?

With an investment of $11.5 million in state funding 
over the forward estimates period (a total of $32 million 
dollars over 10 years—see Figure 7 for the breakdown),113 
six regional energy Hubs would help ensure that all 
australians, no matter how much they earn or where 
they live, are able to take control of their power bills and 
access affordable, clean and renewable electricity.

Modeling undertaken by Marsden Jacobs and 
associates found that, given time, community energy 
projects could leverage up to $17 of community funding 
and in-kind contributions for every $1 of government 
funding.114

Figure 7: Investment of $11.5 million in state funding over the forward 
estimates period (a total of $32 million dollars over 10 years)
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"Six regional Energy Hubs would help 
ensure that all Australians, no matter 
how much they earn or where they live, 
are able to take control of their power 
bills and access affordable, clean and 
renewable electricity."
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t he program should take a systemic approach that provides infrastructure together with training, mentoring 
and job creation, along with a focus on locally-relevant and owned solutions as part of a long-term contribution 
to aboriginal community development and independence in south australia. in addition, the smart energy 
communities program must be designed with input from urban aboriginal communities to ensure they are some 

of the first to benefit from community energy.

People on the frontlines of climate change deserve to be first in line to benefit from a 
renewable future. A collaboratively-designed, well-funded Indigenous communities clean 
Power Program could ensure that by 2022 all Aboriginal communities in South Australia 
have access to clean, affordable, local renewable electricity. 
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4.1 the story so far

in south australia, most remote aboriginal communities 
are powered through the remote areas energy supply 
(raes) scheme. the area serviced by this scheme is 
210,000 square kilometres (roughly equivalent to the 
size of the united Kingdom).115 currently the electricity 
systems under these schemes are managed by private 
electricity company cowell electric supply through a state 
government contract, and local people have little say over 
how their energy needs are met. 

the majority of aboriginal communities are powered 
by diesel and/or lPg, with only the Parachilna community 
having access to solar, in the form of an 20kW solar 
farm.116 the umuwa community was home to one of 
australia’s early solar power stations, however as of 
2011 it has been mothballed due to operational issues. 
sa Water is installing solar and batteries to run their 
infrastructure in these areas. However the government 
department responsible for the microgrids servicing 
Aboriginal communities has specified that these solar 
systems can’t export to the grid, as such the communities 
aren’t able to benefit directly from more solar.  

Federally, there have been four main programs 
supporting aboriginal communities to access clean 
renewable energy: the renewable remote Power 
generation Program (rrPgP); Bushlight, the $40 million 
remote indigenous energy Program which was part of 
the clean energy Future Package; and, most recently, 
arena cofunded projects that increased the uptake of 
renewables in aboriginal communities in Queensland and 
the northern territory.

these past programs have seen some success. 
Among other benefits, they delivered fuel cost savings 
for remote indigenous communities, as well as savings 
to public budgets that can be reinvested in indigenous 
communities. However, many have been abandoned 
without any compelling reasons (for example the 
Bushlight program), and some projects are not working 
as well for communities as they could or should.
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as renewable costs fall and as diesel costs become more 
apparent, aboriginal leaders are building momentum 
to reignite rural and remote indigenous australia’s shift 
to renewable energy. this time around, we should take 
on board the lessons learned from past projects from 
around australia by establishing a long-term program 
with secure funding, set up on a more participatory and 
community-driven basis, and with more of a focus on 
local training and employment. 

all in all, there are many reasons to rethink and expand 
support for indigenous renewables, including the need 
to take advantage of new opportunities as well as the 
urgency of overcoming old challenges:

• increasing international attention to australia’s poor 
treatment of its First Peoples and the current push by 
indigenous australia for a treaty;

• a continued focus from funding bodies and utilities on 
technological fixes, which is still ingrained in much of 
the planning and rhetoric around remote aboriginal 
and torres strait islander communities and misses a 
significant opportunity. There is plenty of evidence on 
how to engage and work with indigenous communities, 
but it is usually ignored; 

• a history of colonisation that lives on today through 
much of the ‘community consultation’ being conducted 
with indigenous communities.  Historically, diesel 
power supply systems lead not only to high costs for 
communities and polluting forms of power, but to 
losing additional land to utility companies’ leases;

• the rise of a multitude of new social innovations in 
energy with many social enterprises and ‘sharing 
economy’ projects able to scale up thanks to new 
information and communication technologies;

• renewables, particularly wind and solar, coming down 
the cost curve, and battery storage following fast;

• Diesel prices likely to rise over the medium term;117 and

• strong growth of the community energy sector in 
australia, with a strong network of communities sharing 
and learning together and some successful examples 
in aboriginal communities (see Box 6 for an example).

a much more systemic and empowering approach to the 
energy supply of remote aboriginal communities in south 
australia is urgently needed. such an approach should 
be modeled on empowered communities,118 which puts 
the needs and the voices of communities at the heart of 
the process and focuses on locally-relevant and owned 
solutions as part of a long-term contribution to aboriginal 
community development and independence.  

4.2 Where to now

"this time around, we should take on board 
the lessons learned from past projects 
from around Australia by establishing a 
long-term program with secure funding, 
set up on a more participatory and 
community-driven basis, and with more of 
a focus on local training and employment."
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the time is therefore ripe for new models that are 
community-driven, with local groups developing low-
carbon energy services so that solutions are appropriate 
to local situations and outcomes are owned by the 
community.120

a community-scale approach can be far more 
transformative, enabling citizen participation, building 
on local knowledge and networks and developing locally 
appropriate solutions. For aboriginal communities, a 
more participatory model of switching over to renewable 
electricity can provide additional benefits, including 
training, local indigenous jobs, improved energy literacy, 
reduced energy poverty, community wellbeing, a more 
diversified economy, building cultural connections 
between infrastructure and land, and self-determined,  

positive collective visions of the future. this program is 
also likely to generate valuable knowledge and insights to 
be shared with other remote communities, from tourist 
resorts to other small end-of-grid or off-grid towns (this 
knowledge could be shared through the smart energy 
communities network—see Policy Brief 3). 

the indigenous communities clean Power Program 
should be funded by the south australian government 
and designed in collaboration with leaders of aboriginal 
communities who will be involved. input should also be 
sought from organisations like the newly formed First 
nations renewable energy alliance. 

Box 6: case Study—remote Aboriginal community Solar in nSW119

In late 2014, three Aboriginal communities in 
remote northern NSW invited The Valley Centre 
to work with them on a community resilience 
building project. These communities have a 
vision for energy independence, local community 
development, sustainability and self-reliance.  

With rising energy costs and an unpredictable 
power supply greatly compounded by extreme 
temperatures in summer, it was immediately 
apparent	that	energy	affordability	was	the	most	
critical issue. Electricity bills commonly range from 
$2,000 to $5,000 for each household and in some 
cases can be much higher. As Uncle Ike explains: 
“The price of our food is double what you get in the 
cities...And we are paying more for power than we are 
for any other cost. So how are you supposed to eat, 
how are you supposed to live?”

Thanks to a NSW government grant, in the last 
12 months these communities have investigated 
the potential for local clean energy solutions in 
partnership with the Valley Centre and community 
energy group Pingala. 

The project is now moving towards 
implementation. Indigenous owned renewable 
company AllGrid Energy is designing a grid-
connected behind-the-meter solar power and 
battery backup system for each of the 60 houses 
across the three communities. New, more energy-
efficient	appliances	and	resources	to	empower	the	
community to lower their individual consumption 
are also part of the plan. To deliver this, Pingala 
has developed a new business model based on 
local community ownership combined with funding 
from ethical and community investors. 

By implementing this project, new jobs and 
training opportunities will be created in the 
maintenance	of	assets,	finance	management	and	
governance, and up-skilling of local electricians 
to	be	off-grid	certified.	This	model	will	allow	
these communities and others that follow in their 
footsteps to realise their vision and take control of 
their energy future. In the words of Uncle Ike again: 
“Anything you can own, gives you pride.”

solarcitizens.org.au


55

solarcitizens.org.au

BRIEF 4: EMPOWERING ABORIGINAL COMMUNITIES

solarcitizens.org.au


56 REPOWERING SOUTH AUSTRALIA

solarcitizens.org.au

CLEAN, CHEAP 
ENERGY  
FOR ALL

BRIEF 5

Access to electricity, like access to healthcare, is a basic human right in a modern 
society such as in South Australia. Affordable electricity should be seen as part of our 
common wealth, a benefit to which we all contribute and in which all can share.
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BRIEF 5: CLEAN, CHEAP ENERGY FOR ALL

5.1 Vulnerable households being left out in the cold

With the electricity system in disarray and 
electricity prices rising to astronomical levels 
(see Box 1), south australia’s lowest income and 
most vulnerable people are struggling to pay 

their electricity bills. as the australian council of social 
services (acoss) puts it:

Disconnections on account of a failure to pay bills 
are a growing problem. in 2015–16 more than 10,500 
households were disconnected from electricity, more 
than double the number of disconnections in 2009–10.123 
given that electricity is an essential service, this is 
perverse. as the recent thwaites report put it “residential 
and small business consumers must purchase energy 
and are therefore participants in the retail energy 
market even if they are not interested in the product and 
regardless of continued price rises.”124  

“currently there are about 3 million 
people, including over 731,000 children, 
living below the poverty line in Australia. 
the number of people who struggle with 
energy stress is likely to be much higher 
than the poverty figures.”  122
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low-income households tend to use less energy in 
absolute terms than high-income households, but this 
accounts for a higher proportion of a household’s income 
(see Figure 7)—typically 4–7%. Furthermore, a higher 
proportion of their energy consumption is impossible 
to avoid. this is particularly true of the unemployed, 
people with disabilities, families with young children, 
and people who need special medical equipment 
that runs on electricity. according to acoss, groups 
most impacted and likely to seek crisis or emergency 
assistance for payment of bills include “those subsisting 
on unemployment or student allowances, pensioners, 
renters, single-parent families, people living in poverty 
while in paid work, and aboriginal and torres strait 
islander people.”126

some households have been able to take steps to 
manage increasing electricity and gas prices and reduce 
their impact on household coffers. However, many 
have been unable to access or afford energy efficiency 
upgrades or rooftop solar, leaving them exposed to 
soaring bills. 

the households most impacted by rising electricity 
costs include many groups who are more likely to be 
home during the day and would thus benefit most from 
rooftop solar electricity. However, due to the fact that 
many low-income households rent, have credit rating 
issues, and/or live in apartments, they are too often 
locked out of the clean energy revolution. it is unlikely 
that innovative social finance alone can overcome these 
barriers.

Whether we like it or not our energy system is 
changing. We need to ensure that low-income customers 
can access affordable electricity, no matter what the 
energy future. But we can also go one better, by ensuring 
they have a chance to participate (if they choose) in 
the renewable transition, and that they are in a better 
position after the transition than they are today.

Figure 8: Proportion of annual expenditure on energy 
(electricity and gas) by equivalised income decile125
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BRIEF 5: CLEAN, CHEAP ENERGY FOR ALL

5.2.1 Markets are failing

From the enron style-gaming of the wholesale market 
last July in south australia to the recent thwaits review 
of electricity retailing in Victoria, the fact that both 
wholesale and retail electricity markets are broken is 
now widely accepted. the south australian government 
has recognised this and taken steps to intervene, but 
more must be done, particularly to ensure that the most 
vulnerable households are not left out in the cold. 

the thwaites review found three main factors 
associated with retail market failure: cost of competition; 
the structure of the market (or, the concentration of 
market power in a handful of gentailers); and, bad 
practices such as deliberately making discounts and 
offers unintelligible (see detail in Box 1). Most of these 
issues are complex and won’t be solved overnight, and 
they are in addition to structural market barriers such as 
split incentives, barriers to entry and more that prevent 
many low-income households from accessing modern 
clean energy solutions such as solar PV and energy 
efficiency.

5.2.2 The current approach is inadequate

the current approach to addressing energy hardship and 
affordability is through energy concessions at a state and 
federal level, as well as energy hardship programs offered 
by retailers as required under the national energy 
customer Framework. unfortunately, energy concessions 
are confused, fragmented and inconsistent across 
different jurisdictions. 

in south australia, eligible households can “receive up 
to $217.90 to cover both electricity and gas payments 
(including LPG bottled gas)” for 2017–18.127 However, 
consumer advocates have long argued that a lump sum 
payment is an ineffective approach to concessions. 
the Victorian approach of paying a proportion of an 
eligible household’s energy bill would go much further to 
addressing issues of energy hardship and stress.128

there are also practical issues with the current 
concessions approach. For example, concessions are 
only available after the fact, which means that low-income 

households cannot ever receive pay-on-time discounts. 
Further, if a household shops around for the best deal 
and changes their retailer, it can take upwards of six 
months to regain their concessions, at which point they 
will have struggled to pay their bill. as such, the current 
South Australian concession program is effectively 
preventing customers from getting a good deal and 
thus really only paying the extra retailer costs. this does 
not help customers most in need and costs the state 
government upwards of $170 million per year129—a lose-
lose situation that must change!

5.2.3 Tools in the toolbox

Just as we need an innovative approach to stimulating 
the transition to south australia becoming a renewable 
superpower, we also need an innovative approach 
to supporting low-income energy consumers. the sa 
government has already recognised the need to do 
something with its tender to bulk purchase electricity for 
energy concession holders.130

However, there are many more tools in the toolbox 
that the South Australian Government can and 
should employ, including:

• Tariff reform as recommended by ACOSS and the 
Homegrown Power Plan, 

• Re-regulation of retail pricing as recommended by 
the Thwaites review, and 

• Support for vulnerable households to access 
energy efficiency and other local energy measures 
like solar, as recommended by the Finkel Review. 

Energy efficiency in particular is a no-brainer, but 
south australia has lagged behind nsW and Victoria on 
this front. a new approach to supporting low-income 
household access to reliable, affordable energy needs to 
combine all of these elements and more.

5.2 governments must intervene where markets fail
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5.3 Establish PowerAccess

to this end we propose that the south australian 
Government establish PowerAccess—a not-for profit, 
publicly-owned energy service company (esco) and 
retailer specifically for low-income households. The remit 
of Poweraccess would be to supply electricity and other 
energy services such as energy efficiency upgrades, solar 
PV, and more to low-income households across south 
australia. 

the overarching goal of Poweraccess would be to 
ensure that its customers spend less than the average 
state percentage of household income on electricity, 
while supplying as much of that electricity with renewable 
energy as possible—a win-win approach. a similar model 
to Poweraccess exists in scotland, called ‘our Power’—
see Box 7 for more details. ‘our Power’ is now set to be 
expanded with the scottish government committing to 
establishing a government owned non-profit retailer by 
2021.131

Box 7 - case Study - our Power

In 2015, 35 social housing providers banded 
together	to	set	up	not-for-profit	energy	company	
Our Power, that serves more than 200,000 
residents. The initiative is backed by a £2.5 million 
loan from the Scottish Government and £1 million 
from Social Investment Scotland.

“Our Power aims to reduce heat and fuel costs 
by passing benefits from the energy sector to our 
communities. We do this by not paying dividends 
to shareholders, by finding the most efficient ways 
to operate, by generating our own power and by 
reinvesting any profits to benefit our customers and 
their communities.”132

At the time of launch in July 2015, Our Power was 
expected to save its members up to ten percent on 
their household utility bills compared to standard 
commercial	tariffs.		Over	five	years,	this	would	
equate to £11 million in savings for households in 
some of the most disadvantaged communities in 
Scotland.133
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5.3.1 How would PowerAccess work?

there are a number of fundamental questions that need 
to be answered in thinking through how Poweraccess 
would work in practice.  

The first is—who does PowerAccess service 
and how do they get signed up?
the primary customers for Poweraccess would 

be south australians eligible for energy concessions. 
in conjunction with this initiative, a review should be 
conducted to ensure that those experiencing hardship 
and energy stress are adequately covered by the current 
concessions scheme eligibility criteria.  

customers would then join Poweraccess through a 
number of pathways. the most obvious would be for 
customers who are disconnected to be automatically 
referred to Poweraccess. Poweraccess could also be the 
standing provider for public housing tenants (though 
they would have the option to change). Finally, the state 
government would notify concession customers that 
they have a choice: either retain their existing energy 
concessions or become a customer of Poweraccess. 
given that the current concession scheme services 
180,000 customers, it is reasonable to assume that 
Poweraccess could eventually service up to this number 
of people as well.  

once a household is regularly recording low power 
bills, in line with the target proportion of household 
income, PowerAccess staff would work with the 
household to move them to the market offer most suited 
to their needs.  

The second key question is—who would run 
PowerAccess and how much would it cost?
exactly, how Poweraccess would be established 

and what it would cost would need to be scoped in 
more detail. For example, the sa government could 
establish a new government-owned entity, or it could 
tender for a non-profit provider. The main condition 
is that the organisation be not-for-profit and have the 
goal of lowering household power bills without affecting 
standard of living. that is, lowering power bills by 
rationing energy, such as avoiding use of heating or air 
conditioning, would not be considered a success for this 
provider.  

once the desired structure of the organisation is 
developed, it would become a matter of recruiting staff 
and setting up the necessary operating procedures. 
a trial with a small cohort of customers should be 
considered.  

as to costs, it is likely that Poweraccess will cost more 
than the current concession program in the short term. 
However, given that the current concession program is 
inadequate, this should not be surprising. Furthermore, 
the focus on energy efficiency, solar, and other energy 
services should over time lower power bills and thus the 
cost of PowerAccess significantly. If the establishment of 
Poweraccess is also combined with the introduction of 
minimum energy performance standards for rental (and 
other) properties, the cost savings would be even larger.  

The final key question is—what 
would the day-to-day operations 
of PowerAccess include?

at its core, Poweraccess would undertake the basics of 
any retailer, such as purchasing electricity, managing 
risk, issuing bills, and setting prices and tariffs (ideally 
including block tariffs). There would also be a hotline 
to dispense detailed advice. there would be an energy 
service arm, which would first identify the customers 
most in need of energy efficiency and other services. 
it would also work with the regional energy Hubs 
established under the smart energy communities 
Program (see Policy Brief #3) and social welfare 
organisations to deliver practical energy efficiency, solar, 
and a wide range of innovative measures to achieve its 
remit and better outcomes for its customers. 

5.3.2 Why PowerAccess?

Establishing PowerAccess would deliver several benefits 
at once.  First and most important, there is good reason 
to believe that low-income customers would be better 
off, as they would be serviced by an organisation with 
the objective of reducing their customers’ electricity bills: 
quite a different remit to that of the big three profit-
oriented gentailers.

Furthermore, as an organisation Poweraccess would 
have lower overhead than commercial retailers, the 
main reason for this is the retailer would not have to 
worry about customer churn and as such it would not 
have large marketing costs that other retailers pass on to 
consumers.  What minimal marketing costs Poweracess 
has are unlikely to be any greater than the costs already 
incurred by governments when they communicate with 
the recipients of existing energy assistance benefits. The 
second reasons for the lower costs to consumers is that 
as a public agency or not-for-profit, any surplus would 
be reinvested back into providing benefits to customers, 
rather than siphoned off as profits to investors. 
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in addition, establishing Poweraccess should have 
positive flow-on benefits for other South Australian retail 
customers. low-income households, because of hardship 
programs and disconnections, are some of the most 
costly to service for commercial retailers. Poweraccess 
could reduce the cost burden to these private retailers, 
which could in turn  enable retailers to focus on lowering 
bills for everyone else.  

Poweraccess should be thought of as part of australia’s 
tradition of looking out for those who are experiencing 
hard times.  Poweraccess is about supporting those 
who need access affordable and reliable energy. It 
is also progressive, as proactive steps are taken to 
help households lower their bills. unlike some welfare 
programs, Poweraccess won’t be punitive as there are 
physical interventions such as draft-proofing and solar 
that are win-wins.  

some of the interventions may not immediately 
lower power bills, but instead enable households to 
stop rationing their energy and live more comfortably, a 
good outcome.  However, if additional interventions are 
made, bills should come down over time, after the initial 
‘rebound effect’ of having lower energy rates occurs. 

Finally, Poweraccess is one of the best ways the south 
australian government can ensure the transition to clean 
energy is done fairly. By helping low-income households 
to decarbonise, they are also helped to lower their 
energy bills and are provided with the certainty they need 
to face the coming energy transition with confidence.
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