~ =

victoria

3 July 2008




Overview

> RESOURCES
> MARKET

> SOME CONSIDERATION

DEVELOPMENT

Resource - Tidal

Port Phillip Bay {1) Western Port Bay (2)

Resource Assessment —

* The potential for tidal power
generation depends upon the tidal
range, and the tidal current
velocity

* Does not take into account
shipping lanes or water depth
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Resource - Wave

= Ballarat ~Resource Assessment —

* A wave's capacity to
generate electricity is
dependent on its height
and speed

* The wave’s size and
speed are influenced by
wind speed and the
presence of land nearby

Key: Yearly average wave power potential (KW per meter)
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Resource study Limitations

West Coast Region

Power Potential (K per meter)
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> Modelling, not actual data
> Certainly not ‘bankable’ data
> Resolution

> Conservative data may limit exploration



Market Drivers for Renewables in Victoria

> Federal and Victorian Renewable Energy
Target (RET and VRET) expansion

— REC market
> Emissions Trading

> Vic Government support for renewable
energy

Market Drivers for Renewables
RET

Tradeable Certificates

REC =1 MWh - Penalty $40/REC

Current Target 9,500 MWh in 2010

Expanded Target 45,000MWh by 2020

REC Prices volatile - now at record highs
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Emissions trading Scheme

“an effective emissions trading scheme must recognise
the need to act now. A scheme needs to commence as
soon as possible to minimise the costs of inaction
because economic modelling clearly shows that early
action is far less costly than delayed action. Work should
progress on developing a national emissions tradin
scheme starting no later than 2010 with the detaile
design finalised by the end of 2008.”

— Kevin Rudd

Carbon start price - $20 per tonne ??

McKinsey 2008 — carbon price of $65 needed to achieve deeper cuts
of 30%

> Initial volatility likely

> Longer term — integration with regional and international carbon
markets

> |EA ‘Energy Technology Perspectives’ “.. up to USD 200/t, possibly
even up to USD 500/t CO, .”

Victorian Government support for RE

Positive support for Renewables across a range of
technologies and applications eg;

> VRET Initiative

— Victorian Government acted to mainatain the
momentum in the RE market

> Funds for new technology and deployment
— Renewable Energy Support Fund
— Energy Technology Innovation Strategy
> Solar hot water
— b5 star housing regulations
— Rebates




Project Development Considerations

Some aspects to be considered
> Planning
— Limited experience in Victoria
— Offshore - Multi-jurisdictional

— Environment Protection and
Biodiversity Conservation Act

— Community concerns with new
technology

Project Development Considerations

> Electricity distribution and
transmission systems

—  Cost of connection can | "
be a significant cost | = s
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> Financing S
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— Lack of experience by
institutions

— Lack of independent
verifiers of projected
output




Conclusion

> Victoria has a good resource for Wave and
Tidal

> Both State and Federal Government
positive

> Limited deployment experience can lead to
uncertainty and perception of risk
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