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Recommendations

1. That the existing provisions of tiRenewable Energy (Electricity) Regulations
2001be repealed and/or amended undeiBkganded National Renewable
Energy Target Schente accord with the provisions as provided in
‘Attachment A’ of this submission.

2. That the Department recognize the rationale undeipg Recommendation 1
as outlined in the body of this submission.

Introduction

The National Association of Forest Industries (NA&ppreciates the opportunity to
make a submission in response to the exposureldgstation for theexpanded
National Renewable Energy Target Scheme

NAFI is the peak representative body for Australifwrest industry. NAFI represents
the industry’s interests to the public, governmemd authorities on matters relating
to the national development and use of Austrafia’ests and wood products.

Australia’s forest industry is well positioned t@ke a significant contribution to
Australia’s efforts to address climate change,uglothe carbon storing benefits of its
forests and wood products. The forest industry hésosignificant potential to provide
renewable energy through the use of wood waste indionstry activities.

Realising this potential will ultimately depend the treatment of wood waste under
the Expanded National Renewable Energy Target Seh€mdate there have been a
number of jurisdictional variations in the treatrmand eligibility of various forms of
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wood waste (particular from native forests), crggatinnecessary barriers to the use of
this material for renewable energy. These barrarst be overcome to facilitate the
delivery of renewable energy, investment and j@ation as the forest industry has
the potential to provide.

Restricting the use of wood waste as a sustaimahlwvable energy source is a
regulatory barrier which NAFI and Australia’s foré@sdustry has long been
advocating to overcome.

This submission deals primarily with ensuring tthet Expanded National Renewable
Energy Target Scheme provides adequate recogmtiat forms of wood waste. The
removal of existing regulatory barriers is a keippty if Australia is to derive
maximum benefit from the renewable energy oppotiemivhich exist within
Australia’s sustainable forest industry.

In that context NAFI has provided recommendatidrag will assist in overcoming
regulation that unnecessarily restrict the use @ddwvaste as a renewable energy
source. These recommendations are contained fintdesection of this submission.

Renewable Energy Opportunities from Australia’s Foest Industry

The use of wood waste for renewable energy purpostsstralia has not been
widely used to date, however it has significaneptial to substitute Australia’s fossil
fuel based energy production. Experience from @assndicates that wood waste is
an efficient, low emission and sustainable feedstagich could make a valuable
contribution to Australia’s efforts to address cit®m change.

Bioenergy generation from wood related wastes asiiues in Australia is in stark
contrast to other OECD countries. There are vasydkants in Australia, generating
an insignificant amount of energy from resourceshsas timber harvesting residues
and sawmill wastes. The total contribution of bieeyy generation from this sector is
2.7% of the total RECs created under MRET in 2@EB( registry). That is far
below the average electricity generation of othEDQ countries with similar
resources. Australia ranks among third-world caastin relation to renewable
energy production from wood waste due to policyibas preventing the
development of this technology and subsequent tng(see Figure 1).
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Figure 1. ‘Biomass Electricity Production by Country’ shagi Australia’s poor utilisation of

available wood waste to produce renewable enkrgy.

Small-scale power plant technology exists basetidf® wood feedstock in some
European countries. Finland is a significant exgroof wood products and produces
22% of its energy requirements through the combnsif forest industries wood
residue for energy generation.

For Australia, based on present harvesting ratébdut harvesting a single extra
tree), there is enough wood waste available froistiex forest industry activities to
produce around 3,000 gigawatt hours (GWh) of eleittrper annum (see Table 4).

Potential Available Available Available
resource dry | (green wood (as (dry wood
wood equivalent) supplied) equivalent)
equivalent (Mt) (Mt) (Mt)
(Mt)
Harvest Native 2.2 0.3 - 0.15
residues foresﬁ
Plantation 2.0 2.0 - 1.00
Wood processing 2.8 0.8 - 0.42
residues
Salvaged wood 5.3 - 1.0 1.00
residues
TOTAL 12.3 3.1 1.0 2.6

Table 1: Estimated available wood waste from Australiai® industry activitie3.

! International Energy Agency, 2008, www.iea.org
2 MBAC Consulting, 2006Wood Waste for Renewable EneRypject funded by FWPRDC and

Australian Government

¥ MBAC Consulting, 2006Wood Waste for Renewable EneRypject funded by FWPRDC and

Australian Government
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The net benefit of using this wood waste would lpeamanent reduction in
Australia’s greenhouse gas emissions of 3 millmmes of C& per year. Renewable
energy from wood waste reduces £fmissions by 95-99% for each MWh of
electricity generated when compared to coal-filedtecity generatiof.

The use of wood waste for renewable energy ha#is@nt potential to assist the
Australian Government in achieving its goal of apg&dcent share for renewable
energy in Australia’s electricity supply by 2020.

With the ENRET for 2020 to be set at 45,000 GWHr¢hs the potential from
already existing wood waste to provide around Zqmr (3,000 GWh pa) of the
renewable energy required to meet this targehdtkl be noted that this is a
conservative estimate as by 2020 Australia willehexpanded its commercial forest
resources (through plantation expansion), meamedENRET contribution could be
as high as 10%.

Maximising the use of wood waste resources thatanently available in Australia
has the potential to:

» reduce greenhouse gas emissions by around 3 ntitliores of C@e each
year;

» create over 2300 new direct jobs;

» deliver over $800 million of direct investment enewable energy facilities;
and

» supply renewable electricity to at least 400,0005eS.

It will be impossible to realise these potentiahdits, however, if th&xpanded
National Renewable Energy Target Scheegulations are not amended.

It is important to note that wood waste may be wsethe primary source of energy in
new power generation plants, or it may be co-fiséth coal in existing power
generation plants. The latter utilises the infiadtire already developed for
generating electricity from coal and can be undtertaat a relatively low cost.

The relative cost of wood based bioenergy plantspaoed to coal fired plants has
been a major limitation on investment to date. Meas such as mandatory renewable
energy targets and emissions trading will be @&itic improving the attractiveness
and subsequent investment in bioenergy faciliteeseld on wood waste.

Figure 2 below provides a summary of the estimatests of electricity generation
from coal and renewable energy sources. Dedicateddss facilities could generate
renewable energy at a lower cost than either solaind facilities, however the most
cost-effective renewable energy option is the dodiof coal with biomass.

* MBAC Consulting, 2006Wood Waste for Renewable EneRypject funded by FWPRDC and
Australian Government
® MBAC Consulting, 2006Wood Waste for Renewable EneRypject funded by FWPRDC and
Australian Government
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Figure 2: Costs of electricity generation from coal and wealele energy sourcés.
Existing Reqgulatory Barriers

There are a number of regulatory barriers to graste of wood waste for renewable
energy in Australia. These barriers occur at beeh@Gommonwealth and State level,
and are dually focussed on:

* The use of wood residues from native forest hamgstctivities; and

» The use of wood residues from certain plantati@pgedding on the time of
establishment.

Unfortunately, the development of these regulatiuas not always been consistent
with Australia’s broader policy objective to encage the substitution of fossil fuel
based energy production with renewable energy.

Restricting the use of wood waste for bioenergypobion has also created policy
inconsistencies amongst and between jurisdictiodsustralia. The development of
anExpanded National Renewable Energy Target Schiepresents a valuable
opportunity to address these policy inconsisteraismaximise the opportunities for
renewable energy production from Australia’s suisthie forest industry activities.

State based Regulations

At the state level there are restrictive regulajanost notably in both New South
Wales and Victoria, which do not recognise the afsaative forest harvest residues as
an eligible source for renewable energy productidrese restrictions have been
imposed despite the existing legal and regulat@méworks in place to ensure the
environmental sustainability of forestry and woweddguction activities.

® MBAC Consulting, 2006Wood Waste for Renewable EneRypject funded by FWPRDC and
Australian Government

Forest Industries House ¢ 24 Napier Close Deakin ACT 2600 « PO Box 239 Deakin West ACT 2600
Phone (02) 6285 3833 « Fax (02) 6285 3855 « Email enquiries@nafi.com.au ¢ Internet www.nafi.com.au



By ensuring that these perverse policy outcomesairearried through into the
Expanded National Renewable Energy Target Schérmagotential triple-bottom line
benefits of renewable energy produced from woodeveasn be realised. The
Expanded National Renewable Energy Target Sctetoeld adopt new and better
regulations governing the use of wood waste inmot@eneet broader national policy
objectives, thus setting a precedent for the statéslow.

Commonwealth Regulations

At the Commonwealth level, there are aspects oRémeewable Energy (Electricity)
Regulations 200Wvhich are restrictive in terms of permitting theqtical use of both
native forest and plantation wood waste for rendgvahergy purposes. These
regulations must be amended underBRpanded National Renewable Energy Target
Schemen order to meet broader national policy objective

Specifically, there are two requirements of the iR&tipns which represent significant
restrictions in terms of facilitating the practicee of wood waste for renewable
energy from sustainable forestry activities. Theyas follows:

High-value process - Regulation 8 (2) (b) (i) and 8 (3) - This clause states that ‘the
primary purpose of a harvesting operation is takeoe a high-value process only if
the total financial value of the products of thghivalue process is higher than the
financial value of other products of the harvestpgration.’

In practice the high-value process will drasticaéiguce, and in many cases
completely prevent, the potential for wood wasterfrharvesting operations to be
used as a source of renewable energy. The acftaat ef this clause is to exclude as
eligible, those wood wastes derived from harvegpiogrer quality native forests
where the proportion of high quality logs to lowadjty material, may be relatively
low.

It is not uncommon for native forest harvestingragiens to yield a high proportion
of residues or waste products and the utilisatfahese products is fundamental to
the commercial viability of such operations. THeisultural practices employed in

such situations result in an improved quality ak&i for future rotations.

Furthermore, the requirement under the Regulafimnthe high-value process is an
unnecessary contradiction of existing forest polidych stipulates the utilisation of
forest products for their highest value end useerathan an aggregated financial
value. Such policy exists in RFA areas and in né#Rreas, given that operations
are carried out in accordance with relevant Comneaith, State or Territory
planning and approval requirements.

Renewable energy policy should not attempt to tkatational forest policy as this
can create inconsistent and perverse policy outsoBteict regulations control the
sustainable management (including harvesting) aftralia’s native forests. The
inclusion of the high-value process in tagpanded National Renewable Energy
Target Schemwill undermine national forest policy objectivesdaresult in the
unnecessary failure to take advantage of the sogmif opportunities offered by the
wood waste renewable energy industry.
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Specific criteria for eligibility should be based the sustainability of forest
management as determined through existing processegameworks (such as
RFAs). That is; wherever forests are managed u@darmonwealth and/or state
forest management regulations, the products ohamyesting operation should be
eligible to produce renewable energy underfkpanded National Renewable Energy
Target Schem@n accordance with the harvesting rules imposethbyforest
management regulations). The objective of prevgriarvesting operations from
focusing on renewable energy feedstock productionlavbe better served by
empowering sustainable forest management politiesugh demanding eligibility
requirements) rather than undermining them aseicétse with the high-value process
regulation.

The application of independent third-party foresttification - such as through the
Australian Forestry Standard (AFS), PEFC, or Fagstvardship Council (FSC) -
could also be used as an eligibility requirement.

Native vegetation clearing - Regulation 9 (1) (c) - This clause states that wood
biomass from a plantation is ineligible if it ismken from land that was not cleared of
native vegetation after 31 December 1989 to estalfie plantation.’

The policy intent of this regulation is not clekrthe intent of the regulation is to
maintain the ‘Kyoto’ base line at 1989 levels, tlitesshould only recognise wood
waste from plantations where there is no interthainging land use. The current
regulation penalises the continued use of the fantbrestry purposes and hence the
continued maintenance of the carbon base line.

If the purpose of this clause is to ensure acéisiire legal and sustainable, then it is
unnecessary, &egulation9 (1) (a)already states that biomass from a plantation
‘must be a product of a harvesting operation apgutawnder relevant Commonwealth,
State or Territory planning and approval proces€idsaring of any native vegetation
is subject to government approval processes, anbb§cally Sustainable
Development (ESD) principles incorporated into Awg cover the clearing of
vegetation, including remnant vegetation.

This clause creates an unwarranted restrictiorroways who have established
plantations on land where some form of native \ati clearing was permitted. For
example, since 1990 in Tasmania a large propodigriiantations have been legally
established on areas that were converted fromenfdrests (in accordance with the
relevant RFA).

In other states, partial clearing involving remoohsome native vegetation has been
an accepted legal practice. Denying eligibility éosub-set of a plantation estate will
only lead to unnecessary waste of resource frotdhd in perpetuity as the
vegetation clearing that has occurred cannot bersed in any way.

This clause specifically places a condition on fatians that is not applicable to other
energy crops or crop wastes. For example, bagemsesugarcane crops planted on
land cleared after 31 December 1989 are eligibleces under the Regulations.
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This regulation undermines sustainable forest mamagt policy at Commonwealth
and state government levels. Where a harvestingatpe is carried out in
accordance with forest management regulationstlaeré is no land-use change
incurred as a result of the harvesting operatiom available wood waste should be
eligible for use as feedstock in renewable energguyorction.

Sustainable Forest Management in Australia

In dealing with regulations under &xpanded Renewable Energy Target Scheme
there must be appropriate recognition given to ralists framework for sustainable
forest management. It is unfortunate that the agarekent of restrictive regulations
regarding the use of wood waste for bioenergy istAglia has occurred in the
absence of due recognition of the existing legdl mgulatory framework for forest
management.

The development of these regulatory restrictionarigely the result of concerns over
the sustainability of forest operations arisingrrthe utilisation of wood waste for
electricity generation. There has been a geneitatéao acknowledge the existing
framework for ensuring ongoing sustainability, dnat the use of wood waste for
bioenergy from native forests can only occur onlzasis that this wood waste is a by-
product or residual of the production of highemeatimber products.

Australia’s production forests (both native foremtsl plantations) are managed in
accordance with a world class framework for sustaie forest management. This
framework is underpinned by:

- National Forest Policy Statement (1992);

- Regional Forest Agreements (RFA);

- State based regulations and codes of practick, an

- Independent third-party forest certification (ifdd=S, FSC)

Australia’s RFAs provide long-term certainty andusdty for forest industries and
regional communities reliant on the sustainablepction of forest products.
Underpinning the RFAs is a scientific, transpaaam inclusive approach to decision-
making on the use of forest resources aimed ahbalg the interests of timber
production and conservation.

Also, over recent years, Australia’s productiore&irmanagers have undertaken
extensive efforts to develop independent thirdypeettification of their forests. This
has occurred in response to growing market demaAdistralia and internationally
for wood products which have demonstrably beencgmlifrom sustainably managed
forests.

Therefore, consumers of bioenergy based on all$afiorest residues should have
full confidence that wood feedstock is sourced frdustralia’s sustainably managed
forests — underpinned by a rigorous and comprehemsgulatory framework and
forest certification which provides a commitmenttmtinuous improvement.
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Managing Fire Risk

The employment of native forest and plantation waadtes in bioenergy production
can also play a vital role in reducing the risksoagated with forest wildfires. The
collection of debris from the forest floor (to bsed as bioenergy feedstock) results in
lower available fuel loads. By reducing fuel lodlds intensity and severity of a fire
event can be minimised.

However the collection of wood wastes from foréstsn expensive exercise. Without
the availability of a market, the collection of wbwaste from the forest floor is not
financially viable. By ensuring that the regulasamder thé&expanded National
Renewable Energy Target Scheengbrace the utilisation of wood waste to the
maximum possible extent, the risks associated wililifire events can be reduced.

Conclusion and Recommendations

Achieving Australia’s ENRET by 2020 representsgngicant challenge. Therefore,

it is essential that there are no unnecessary imgads to the uptake and use of all
forms of renewable energy. From the forest indisipgrspective, the sustainable use
of all forms of wood waste represents a valuablec®of renewable energy, which
should not be unduly restricted.

Furthermore, it is imperative that renewable eneegylations are not ‘hijacked’ and
used as a courier for the delivery of perversestopelicy — particularly where this
perverse policy is in direct contradiction with etmational policy objectives. The
ENRET regulations must recognise the sovereigngustainable forest policy (such
as theNational Forest Policy Statement (1982s well as embrace the potential
triple-bottom line benefits that can be realisedtigh removal of outdated,
inappropriate forest management commentary frommeelations themselves. AS
noted in the main body of this submission, thederda@l triple-bottom line benefits
include:

* reduce greenhouse gas emissions by around 3 ntidliores of C@e each
year,;

» create over 2300 new direct jobs;

» deliver over $800 million of direct investment enewable energy facilities;
and

« supply renewable electricity to at least 400,0005es’

The objectives of the regulations as discusselisnsubmission are either already
being met through appropriate policy, or could badr met through thExpanded
National Renewable Energy Target Schewith amendments to the regulations. An
example of this would be the removal of the highsggorocess and the inclusion of a
clause that recognises specific criteria for ellgjpsuch as only accepting wood
waste from operations carried out under and RFstate-based policy equivalent.

" MBAC Consulting, 2006\Wood Waste for Renewable EneRypject funded by FWPRDC and
Australian Government
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Therefore, as part of this process to develofpganded National Renewable Energy
Target SchemeéNAFI recommends:

3. That the existing provisions of tienewable Energy (Electricity) Regulations
2001be repealed and/or amended undeiBkganded National Renewable
Energy Target Schente accord with the provisions as provided in
‘Attachment A’ of this submission.

4. That the Department recognize the rationale undeinpg Recommendation 1
as outlined in the body of this submission.

NAFI appreciates the opportunity to comment on théft legislation. If there are any
gueries in relation to NAFI's submission, or funtledarification is sought, please do
not hesitate to contact Sam Rae on (02) 6285 3B838m.rae@nafi.com.aor James
Gray on (02) 6285 3833 @ames.gray@nafi.com.au
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ATTACHMENT A
Proposed Amendments to the Regulations Concerninge

Expanded National Renewable Energy Target Scheme - Exposure Draft L egislation

6 Meaning of certain energy sources that are eligible renewable
energy sources (Act s 17)
For subsections 17 (3) and (4) of the Act:

agricultural waste means the putrescible biomass wastes producedgduri
agricultural operations, including livestock husthgn

biomass-based components of municipal solid waste means the

biomass-based components of wastes that are girsatlrced from, or

eligible to be disposed of in, landfill or a wadtansfer station that is

licensed by a State or Territory government bodya local government

authority, but does not include biomass-based commpts of wastes

originating from:

(a) forestry or broadacre land clearing for adtice, silviculture and
horticulture operations; or

(b) fossil fuels.

black liquor means the mixture arising from the chemical woaotpipg

process.

hot dry rock includes hot fractured rock.

landfill gas means the gas produced by the breaking down obripnic
part of municipal landfills.

sewage gas means gas produced by the decomposition of docnastl
commercial wastes that are collected from sewesggeems and treated by
sewage treatment plants.

waste from processing of agricultural products means the biomass waste
produced from processing agricultural products.

7 Meaning of certain energy sources that are not eligible
renewable energy sources (Act s 17)

For subsection 17 (3) of the Act:
fossil fuels means any of the following:
(a) coal, oil, natural gas or other petroleum-dgz®ducts;
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(b) products, by-products and wastes associatén, wi produced from,
extracting and processing coal, oil, natural gas other
petroleum-based products.

Examples
Condensate liquids, coal seam methane, coal mitieame.

waste products derived from fossil fuels means the components of waste
streams that:

(@) are made using, as raw materials, any matalis a fossil fuel for
the Act; and

(b) are products or by-products of manufacturingerations, including
plastics, tyres, disposable nappies, synthetic etar@nd synthetic
textiles.

Meaning of wood waste

(1) For section 17 of the Aatjood waste means:
(@) biomass:
(i) produced from non-native environmental weeelcsps; and
(i) bharvested for the control or eradication bk tspecies, from a

harvesting operation that is approved under rekevan

Commonwealth, State or Territory planning and apako
processes; and

(b) a manufactured wood product or a by-produsinfra manufacturing
process; and

(c) waste products from the construction of buidgi or furniture,
including timber off-cuts and timber from demolisheuildings; and

(d) sawmill residue; and

(e) biomass from a native forest that meets althef requirements in
subregulation (2).

Examples for paragraph (b)

Packing case, pallet, recycled timber, engineeredodw product (including one
manufactured by binding wood strands, wood parijoheood fibres or wood veneers with
adhesives to form a composite).

(2) Biomass from a native forest must be:

(@) harvested primarily for a purpose other thaomiass for energy
production; and

(b) a by-product (including thinnings and copp@i of a harvesting
operation that is carried out in accordance withi@gically sustainable
forest management principles; and

(c) either:

(i) if it is from an area where a regional foregireement is in
force — produced in accordance with any ecologycall
sustainable forest management principlesguired by the
agreement; or

(i) if it is from an area where no regional faremreement is in
force — produced from harvesting that is carriedt on
accordance with ecologically sustainable forest agament
principles that the Minister is satisfied are cetesit with those
required by a regional forest agreement.
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(4) In this regulation:

ecologically sustainable forest management principles means the

following principles that meet the requirementseablogically sustainable

development for forests:

(&) maintenance of the ecological processes withiests, including the
formation of soil, energy flows, and the carbonfriemt and water
cycles;

(b) maintenance of the biological diversity ofdsts;

(c) optimisation of the benefits to the commuriitgm all uses of forests
within ecological constraints.

9 Energy crops (Act s 17)

(1) For section 17 of the Act, biomass from a faéan is not an energy crop
unless all of the following apply to it:

(@) it must be a product of a harvesting operatioduding thinnings and
coppicing) approved under relevant CommonwealthteSor Territory
planning and approval processes;

(b) it must be biomass from a plantation that snaged in accordance
with:

(i) a code of practice approved for a State unelgulation 4B of the
Export Control (Unprocessed Wood) Regulations; or

(i) if a code of practice has not been approvadaf State as required
under subparagraph (i), Australian Stand&d 4708—2007 —
The Australian Forestry Standard

(2) For section 17 of the Act, biomass from a r&fiwest is not an energy
crop.
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