
 

 
 
24 May 2010 

 

Committee Secretary 

Senate Standing Committee on Environment, Communications and the Arts 

PO Box 6100 

Parliament House 

Canberra ACT 2600 

Australia 

 

Dear Sir / Madam 

 

Inquiry into the Renewable Energy (Electricity) Amendment Bill 2010, the Renewable 

Energy (Electricity) (Charge) Amendment Bill 2010 and the Renewable Energy (Electricity) 

(Small-scale Technology Shortfall Charge) Bill 2010 

Please find below a joint written submission on behalf of Energy Developments Limited 
(ENE), Envirogen Pty Ltd (Envirogen) and Clarke Energy (Clarke).  
 
1 BACKGROUND 
 
Our three companies, ENE, Envirogen and Clarke are all strongly supportive of government 
policy action to tackle dangerous climate change. In fact, our companies are leading edge 
specialists in the development and deployment of abatement technologies. We see both 
important environmental benefits from policy reform as well as significant commercial 
opportunities to improve green-friendly technologies and grow jobs, domestically and 
internationally.  
 
Together, ENE and Envirogen currently own and operate environmentally friendly power 
stations which make an unparallelled contribution to fugitive emission abatement of waste 
coal mine methane in Australia and therefore strongly support Australia in meeting its Kyoto 
targets. ENE and Envirogen wish to continue providing this carbon abatement into the future. 
 
ENE is Australia’s largest provider of low or zero emission energy from a range of fuel 
sources including landfill gas, WCMG, LNG and CNG.  ENE abates over 6 million tonnes 
CO2-e per annum from its Australian projects.  ENE is Australia’s largest landfill gas power 
generator with 83 MW at 17 sites in major capital cities on the Eastern Australian seaboard 
and one of the world’s largest LFG generators with 51 projects in Australia, the United 
States, the United Kingdom, France and Greece.  In Australia, ENE employs about 250 staff 
with many jobs in rural and regional Australia. (see www.energydevelopments.com.au) 
 
Envirogen was an early entrant into carbon abatement in Australia, having started it’s WCMG 
generation business in January 2001. It now owns four power stations in NSW and 
Queensland with a total capacity of 41 MW  utilising WCMG.  The company has made a 
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major contribution to reducing Australia’s greenhouse gas emissions over the years and is 
now achieving total abatement in excess of one million tonnes CO2-e per annum. Envirogen 
is equally owned by the “Utilities Trust of Australia” and “The Infrastructure Fund”, the unit 
holders of these funds comprise Australia industry and employer representative super funds 
who are the general populous of Australia.  These funds have made a major investment in 
Envirogen to achieve significant carbon abatement through the WCMG generation business. 
(see www.envirogen.net.au) 
 
Clarke Energy with an annual turnover of approximately $100 million (based on Thebarton, 
South Australia) is a major supplier of technology to the WCMG industry.  Clarke also has 
the exclusive distribution rights to distribute GE-Jenbacher gas engines in China and India 
and is widely recognised as the global leader in service provision to the WCMG abatement 
sector.  In Australia, Clarke employs about 70 staff (see www.clarke-energy.co.uk) 
  
2. INTRODUCTION 
 
Existing WCMG power generation transition into RET – RET 2009 
 
On 20 August 2009 the Senate passed amendments to the Renewable Energy (Electricity) 
Amendment Bill 2009 (RET 2009) providing assistance for the WCMG power generation 
sector by adding eligible existing WCMG power generation projects to the RET from 1 July 
2011 to 31 December 2020.   
 
Of the existing 215 MW of WCMG power generation in Australia, approximately 118 MW 
were added to RET 2009, delivering 32.8 million t/CO2-e by 2020 – or 67 million t/CO2-e by 
2030 if eligibility were extended to 2030. 
 
This legislative amendment provided commercial certainty necessary for these projects to 
continue large scale abatement of greenhouse gases and generation of clean energy until 
2020 in the absence of a clear price signal on greenhouse gas emissions. 
 
Policy reversal – existing WCMG power generation transition delayed - RET 2010 
 
Despite the need for certainty in transitional arrangements, on 12 May 2010 the Australian 
Government introduced new legislation (RET 2010) into the House of Representatives to 
delay the eligibility of existing WCMG power projects until the NSW Greenhouse Gas 
Abatement Scheme (GGAS) ceases.   
 
There has been no consultation with the sector on this surprise policy reversal. 
 
3 FLAWED CLAIMS OF ‘DOUBLE DIPPING’ BEHIND POLICY REVERSAL 
 
No ‘double dipping’ 
 
The Explanatory Memoranda to this policy reversal claims it has been proposed to avoid an 
alleged potential for ‘double dipping’ of NGACs and RECs.   
 
This is simply incorrect - WCMG power projects eligible to create RECs cannot be eligible 
to create any NGACs.  This is confirmed by the attached advice from Middletons Lawyers 
(Attachment A - original legislative advisors to the GGAS scheme).   
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In fact, there has never been ‘double dipping’ for any technologies eligible under both RET 
and GGAS as the latter has always provided an explicit mechanism where the number of 
NGACs created per MWh are reduced one for one by the number of RECs created. 
 
4 CERTAINTY IS NEEDED 
 
Early transition from the GGAS to RET scheme is essential to give certainty to this sector.  
There is no logical reason to delay transition from GGAS to the RET.   
 
The NSW Government has commenced the wind up of GGAS in readiness for a CPRS, 
including the cessation of any new accreditations under the scheme from 1 January 2010.  In 
effect, the GGAS scheme is in limbo. 
 
CPRS is now likely to be delayed for many years – until at least 2013. 
 
The impending cessation of GGAS remains.  No new GGAS accreditations and uncertainty 
over CPRS has resulted in a barely functioning NGAC market.   
 
Prior to the announcement of an emissions trading scheme the price of NGACs was 
approximately $11 per NGAC – subsequent uncertainty over the GGAS end date has seen 
the price collapse to about $4 per NGAC.  RET 2010 will only add further uncertainty to an 
already compromised market.    
 
The question we need to ask is: why damage a sector that delivers large scale clean energy 
and abatement to Australia by adding uncertainty over its transition?  
 
Consideration must also be given to the impact of the expanded RET on GGAS.   
 
Ironically, there is currently a form of ‘double dipping’ inherent in the GGAS scheme – but it is 
only available to liable parties, including electricity retailers. This is because the regulations 
to GGAS allow these liable parties to count their RET obligations towards GGAS compliance 
– this concession to electricity retailers allows the same RECs surrendered under the RET to 
be used to meet obligations under the GGAS scheme.   
 
This is truly a form of ‘double dipping’ that in 2011 will see an estimated 28% of GGAS 
compliance being met by surrendered RECs instead of NGACs (based on RET target for 
2011).  There is no additional abatement when surrendered RECs are used for GGAS 
compliance. 
 
As the RET expands more of this ‘double dipping’ will occur and the GGAS scheme will be 
further compromised. 
 
This is explained in attached advice from Mr David Hemmings, former Manager of 
Sustainability, NSW Department of Water and Energy, (Attachment B). 
 
5 WHY WCMG POWER GENERATION PLAYS A VITAL ROLE IN CUTTING 
 GREENHOUSE GAS EMISSIONS 
 
Governments around the world are responding to the challenges of climate change and 
energy security – including the challenge of the transition to reliable clean energy in a carbon 
constrained world. 
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To meet that challenge, it has become more important than ever to maximise the use of  
proven carbon abatement technologies as well as develop available sources of reliable, 
clean energy.   
 
WCMG produces reliable, clean energy and makes a major contribution to greenhouse 
gas abatement.   
 
WCMG is methane that is extracted in the process of metallurgical (steel) coal mining to 
ensure mine safety.  To dispose of this waste product coal mines vent the WCMG into the 
atmosphere, flare it or can use it beneficially to generate electricity.  Unlike wind and solar, 
waste methane fuelled power stations are not subject to the vagaries of weather.  Instead 
they complement intermittent renewables by providing a clean source of base load 
generation.  However, there needs to be an economic incentive for electricity generation, 
otherwise it is cheaper to waste this energy source through venting or flaring. 
 
WCMG power generation produces large scale abatement  
 
Methane has at least 21 times the global warming impact of CO2.  WCMG power generation 
destroys this methane and displaces mostly coal fired electricity generation with an 
effectively base load clean energy source. The WCMG power generation sector contributes 
approximately 80% of all fugitive emissions abatement in Australia.  The sector could expand 
to abate over 200 million t/CO2-e between 2011 and 2030 with existing and new WCMG 
power generation added to the RET.  In fact, abatement from existing and new WCMG 
power stations can meet 10% of Australia’s 2020 emissions reduction target with 
incentive from the RET. 
 
RET2010 puts these achievements and opportunities at risk.  
 
There is broad international precedent for incentivising WCMG power generation.   
 
Recognising the environmental, economic and energy security benefits of WCMG power 
generation, Germany, China, the UN - Kyoto Clean Development Mechanism, the US Clean 
Energy & Security Act and the American Power Act include WCMG power generation in 
renewable / clean energy incentive schemes.  It is international best practice to productively 
use waste methane from coal mining.   
 
In light of this international precedent, why is Australia, as the world’s largest coking coal 
exporter, not promoting clean energy from WCMG? 
 
WCMG power generation added to the RET has support from State Governments.   
 
Attached is a letter of support from the Queensland Government (Attachment C).  In our 
meetings with the South Australian, New South Wales and Victorian Governments similar 
support has been expressed. 
 
WCMG power generation added to the RET has minimal impact on electricity prices.  
 
Over 200 million t/CO2-e could be abated between 2011 and 2030 with existing and new 
WCMG power generation added to the RET - at minimal cost to the consumer.   
 
Independent modelling by ACIL Tasman (Attachment D) demonstrates that adding existing 
and new WCMG power generation to the RET would actually reduce retail power prices over 
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the next three years and then cause an increase of only 0.2% thereafter – an increase of less 
than $4 per year after 2014 for an average household. 
 
WCMG added to the RET is low cost abatement and clean “zero emission” energy. 
 
Our internal calculations of project costs suggest that for every $1million of capital spent: 
 

• WCMG abates approx. 1 million t/CO2-e pa (methane abated+displaced mostly coal 
fired generation)  

 By comparison, wind and solar contribute far less benefit: 
• Wind abates approx 1,800 t/CO2-e pa (displaced mostly coal fired generation) 
• Solar abates approx 600  t/CO2-e pa (displaced mostly coal fired generation) 

 
WCMG power generation produces jobs and investment in clean energy in regional 
Australia.   
 
The opportunity for 350 new jobs and up to $500 million of new investment in clean energy in 
Australia will be lost if existing and new WCMG power generation is not added to the RET. 
 
6 HOW TO DELIVER REGULATORY CERTAINTY FOR THE WCMG POWER 
 GENERATION SECTOR 
 

• Transition of existing WCMG projects as early as possible from GGAS into RET – 
maintain the existing 1 July 2011 start date as delay only leads to greater uncertainty 
and threatens power generation projects and ongoing abatement from existing power 
projects;   

 
• Staged inclusion of 300 MW of new WCMG projects into the RET; (see Attachment E 

for project list) 
 

• Portability of WCMG REC eligibility between power projects – ensuring delivery of the  
maximum abatement possible over the life of projects; 

 
• Extension of existing WCMG generation in the RET to 2030 – consistent with life of 

mine assumptions and other eligible fuels in RET. 
 
 
7 WHAT ABATEMENT WILL BE DELIVERED 
 

• Existing 120 MW WCMG power generation projects would deliver 67 million t/CO2-e 
between 2011 and 2030 with support under RET; 

  
• New 300 MW WCMG power generation projects would deliver 154 million t/CO2-e 

between 2011 and 2030; 
 

• Average cost of abatement would be $11 per t/CO2-e assuming an average REC price 
of $45.  
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8 WHAT WILL OCCUR IF RET 2010 IS PASSED WITHOUT THE INCLUSION OF 
 WCMG 
 

• Clean energy, abatement and jobs from existing WCMG power projects threatened; 
 

• Lost opportunity for 300 MW of base load clean energy, about 350 jobs, $500 million of 
investment and 154 million t/CO2-e of abatement from new WCMG power projects; 

 

• Loss of clean energy skills overseas where clean energy from WCMG is promoted. 
 
9 CONCLUSION 
 
The Second Reading speech accompanying the Renewable Energy (Electricity) Amendment 
Bill 2010 states: 
 
“This Bill is at the core of the Government’s clean energy agenda….From the power 
plant to the power point, this Government is supporting action, large and small, to 
reduce our carbon pollution” 

     ,  
12 May 2010 

This is quite evidently not the case. 
 
As we have shown the Government is in error to claim RET2010 is needed to avoid ‘double 
dipping’ – there cannot be ‘double dipping’ under RET and GGAS. 
 
We therefore ask the Australian Parliament to reconsider its position on RET2010 and now 
create the framework for existing and new WCMG power generation to play its role in 
abatement of greenhouse gases and providing clean energy.   
 
Australia cannot have an internationally credible policy to combat carbon pollution and tackle 
dangerous climate change without acknowledging the significant opportunity managing 
waste methane presents. 
 
Any credible carbon policy must surely allow clean energy generation from waste methane 
gas to immediately play its role as one of the “lowest cost – highest abating technologies” 
currently available. 
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BRIEFING NOTE TO EDL ON THE SURRENDER OF 
RECS TOWARDS GGAS COMPLIANCE 

 
Background: 
 
When the Greenhouse Gas Reduction Scheme (GGAS) commenced on 1 
January 2003, the Commonwealth’s Mandatory Renewable Energy Target 
(RET) was already in place.  While the two schemes have similarities in their 
structure, the RET scheme was specifically aimed at encouraging renewable 
energy generation whereas the GGAS objectives were “to reduce greenhouse 
gas emissions associated with the production and use of electricity, and to 
encourage participation in activities to offset the production of greenhouse gas 
emissions” [NSW Electricity Supply Act 1995, Section 97A]. 
 
One important area where GGAS and RET interact, is the ability for liable 
parties under GGAS to use a REC to be counted towards GGAS compliance 
in any year if it has been surrendered by the participant under the RET 
scheme in relation to electricity consumed in NSW in that year.   
 
Counting RECs towards GGAS Compliance 
 
Renewable Energy Certificates (RECs) are created under the 
Commonwealth’s Renewable Energy (Electricity) Act 2000 (REEA).  Section 
97CD1(a) and (b) of the NSW Electricity Supply Act 1995 (ESA) provides for 
regulations to be made to allow RECs to be counted towards GGAS 
compliance, and Clauses 73DA and DB of the Energy Supply (General) 
Regulation 2001 specify the circumstances and number of RECs that may be 
counted towards GGAS compliance. 
 
In summary these provisions allow a REC to be counted towards GGAS 
compliance in any year if it has been surrendered by the participant under the 
REEA in relation to electricity consumed in NSW in that year.  The number of 
eligible RECs is then multiplied by the NSW Pool Coefficient for that year to 



determine the abatement represented by the RECs.  This reduces the 
requirement of the liable party to surrender NGACs or LUACs. 
 
The concession in the ESA to allow counting of RECs towards GGAS 
compliance was to reduce the impact of GGAS on retailers and to reduce the 
impact on customers in the early years of GGAS.  It was argued that the 
abatement associated with the renewable energy represented by the RECs 
surrendered for NSW electricity consumption had already been paid for by 
NSW consumers through their electricity bills. 
 
In 2007, retailers (and large users which are elective participants in GGAS) 
counted the surrender of 1,878,514 RECs (equivalent to 1,767,682 NGACs] 
towards their compliance for that year.  These represented some 9.4% of 
compliance in that year.  In 2008, 2,205,601 RECs were counted towards 
GGAS compliance, equivalent to 2,104,195 NGACs (or some 8.9% of 
compliance) [IPART Annual Compliance Report for 2008].   
 
At the time that the concession was implemented, the Commonwealth 
Mandatory Renewable Energy Target (MRET) scheme was designed to reach 
its maximum target of 9,500 GWh in 2010 and remain at that level until 2020. 
At those target levels, the REC concession would have represented up to 
around 15% of the GGAS compliance burden. 
 
However, the expanded MRET will see targets increase from 9,500 GWh of 
renewable energy in the years 2010 to 2020 to 45,000 GWh in 2020.  With 
GGAS benchmarks remaining at 7.27 tonnes carbon dioxide per capita until 
the end of the scheme, the increasing MRET targets will have the effect of 
increasing the impact of REC surrender on GGAS compliance.  For example, 
by 2011 the national MRET target will have increased to 14,825 GWh of 
which the around one-third or around 5,000 GWh will be surrendered for NSW 
electricity consumption.   
 
In addition to the increasing RET targets, the change to the GGAS scheme in 
2009 that removed the end-use energy efficiency component (referred to as 
Demand Side Abatement) from GGAS to form the NSW Energy Saving 
Scheme, results in the GGAS targets from 2011 being somewhat reduced. 
 
According to our calculations, the 5,000 RECs surrendered for NSW electricity 
used in 2011 would represent around 28% of GGAS compliance requirements 
in that year, equivalent to almost 5 million NGACs.  Similar calculations 
indicate that RECs would contribute around 30% and 32% of GGAS 
compliance in years 2012 and 2013 respectively. 
 
While addressing this issue is a matter for the NSW Government (for instance 
by amending the GGAS Regulation to remove this provision), if amendments 
are not made there will be a significant reduction in demand for NGACs with 
around a third of compliance met by RECs in years 2011 and beyond.   
 
D Hemming 
12 May 2010 
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1 Introduction 

Energy Developments have requested ACIL Tasman to assess the direct cost 

impact on small end user retail electricity prices of increasing the waste coal 

mine gas (WCMG) renewable energy target under the expanded RET scheme 

from 850GWh to 3050 GWh per annum (an increase of 2200 GWh). 

This report provides ACIL Tasman’s analysis, assessment of the direct costs 

and the limitations of the analysis and assessment. 

The report is set out as follows: 

• Section 2 sets out our methodology and the limitations of the analysis 

• Section 3 provides analysis and an assessment of the impacts in the 

renewable energy market and in particular on the price of renewable energy 

certificates or RECs. 

• Section 3 provides analysis and an assessment of the impacts in the 

wholesale energy market known as the national electricity market (NEM) 

• Section 5 sets out the consolidated impact on residential retail tariffs in 

New South Wales and Queensland. 
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2 Methodology and limitations of 
analysis 

2.1 Methodology 

ACIL Tasman’s methodology for assessing the direct cost impact on small end 

user retail electricity prices of increasing the WCMG renewable energy target 

involved three steps: 

1. The first step was to assess the impact of increasing the volume of WCMG 

on wholesale electricity prices in NSW and Queensland. 

2. The second step was to assess the impact of increasing the volume of 

WCMG on the expanded RET market 

3. Finally the impacts were consolidated and the net impact on small end user 

retail electricity prices for NSW and Queensland were calculated. 

The wholesale electricity price impacts were assessed using ACIL Tasman’s 

national electricity market simulator, PowerMark.  ACIL Tasman regularly 

undertakes market projections using PowerMark.  The impacts were assessed by 

starting with ACIL Tasman’s current PowerMark base case projection and 

running a sensitivity by adding the proposed 2200 GWh of WCMG over the 

period July 2011 to July 2013.  The base case is described in Section 3. 

The expanded RET market impacts were assessed in two parts: 

• Determining any REC price impacts 

• Calculating the increased cost to end users from the increased volume of 

RECs required to be surrendered. 

2.2 Limitations of the analysis 

The analysis in this report only considers the direct cost impacts of increasing 

the WCMG RET target by 2200 GWh.  There are a number of potential 

broader economic impacts from such a change in policy which have not been 

evaluated.  These include: 

• any environmental benefits from converting WCMG to lower intensity 

greenhouse gases 

• impact on costs in regions other than New South Wales and Queensland 

• the cost of additional capital used in funding power plant for WCMG 

compared with alternative plant 

• dead weight gains and losses caused by reduced electricity charges and the 

additional REC charges on end users which can affect economy wide 

welfare. 
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3 Impact on wholesale electricity 
prices 

3.1 Model characteristics and assumptions 

As noted in Section 2, the projected changes in wholesale electricity prices 

were assessed using ACIL Tasman’s electricity market simulator, PowerMark.  

PowerMark is a proprietary model of the national electricity market (NEM) 

which is used to project future market outcomes.  It includes a detailed 

database of all major generating plant in the NEM.  The projected changes are 

based on ACIL Tasman’s current electricity market base case.  Some salient 

features of the current base case include: 

• Annual demand projections based on the current Australian Energy Market 

Operator (AEMO) statement of opportunities (2009) 

• Near term new entrants based on committed new entrant plant as per the 

AEMO statement of opportunities 

• Longer term new entrants based on economic investment of known 

technologies 

• Renewable energy commitments based on ACIL Tasman’s internal 

renewable energy market projection 

• Carbon emissions trading from July 2013 based on the federal 

government’s CPRS-5 price scenario 

In order to assess the additional WCMG target a PowerMark sensitivity was 

developed that contains the additional WCMG generation with two thirds in 

New South Wales and one third in Queensland.  Strictly speaking the plant was 

modelled as a reduction in demand in New South Wales and Queensland 

which in effect is the same from the modelling perspective as the plant in 

question is considered to be must run plant.  The 2200 GWh was phased in 

over three years from July 2011 to July 2013. 

3.2 Impact on wholesale tariffs 

The impact on wholesale prices does not continue indefinitely as future new 

entrants would be expected to adjust the timing of their entry to take account 

of the additional 2200 GWh of WCMG.  ACIL Tasman has assumed that the 

impact on wholesale prices is limited to three years which is consistent with the 

time period over which new entrants are currently committed – new entrants 

currently being planned but not yet committed are able to adjust their entry 

schedules. 
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ACIL Tasman has estimated a high and low case impact on wholesale 

electricity prices.  These are set out in Table 1 below. 

Table 1 Impact of WCMG on wholesale prices in NSW and Qld (real 
$2010/MWh) 

  

Change in NSW wholesale 

price (real $2010/MWh) 

 

Change in Qld wholesale 

price (real $2010/MWh) 

 

  High case Low case High case Low case 

2011 -$0.72 -$0.36 -$0.53 -$0.26 

2012 -$1.59 -$0.79 -$2.58 -$1.29 

2013 -$3.47 -$1.73 -$9.96 -$4.98 

Data source: ACIL Tasman modelling 
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4 Impact upon REC market 

The RET scheme (as currently legislated) makes allowance for up to 850 GWh 

of existing Waste Coal Mine Gas (WCMG) production to generate RECs. The 

REC target has been increased by 425 GWh in 2011 and 850 GWh for years 

2012-20 to take account of this allowance. 

Only existing WCMG projects will be eligible to create RECs for the period 1 

July 2011 through to 31 December 2020. 

While WCMG is not a renewable source, its inclusion into the RET is a means 

of compensation for the removal of the NSW Greenhouse Gas Abatement 

Scheme under which a number of WCMG projects were receiving NGAC 

revenues and also future costs under CPRS. 

While the value of a REC is expected to be much higher than NGAC values 

over the period, EDL notes on its website that its projects were receiving 

approximately 4 NGACs per MWh of output from its WCMG projects.1  

There are currently seven major WCMG projects operating in Australia. These 

are: 

• EDL Appin (54 MW) & Tower (40 MW), NSW: completed in 1996 

• Envirogen Tahmoor, NSW (7 MW): initial 5 MW completed in 2000, 

further 2 MW expansion completed in 2002. 

• Envirogen Teralba, NSW (4 MW): completed July 2004 with an initial 

capacity of 8 MW, with 4 units moved to Oaky Creek 

• Envirogen Oaky Creek (14 MW, with plans to expand to 20 MW), 

completed July 2006 

• EDL German Creek, QLD (32 MW): completed in November 2006 and 

generates approximately 240 GWh annually 

• Envirogen Glennies Creek, NSW (10 MW): completed November 2007 

• EDL Moranbah North, QLD (45 MW): completed mid 2009, anticipated 

to generate up to 350 GWh of energy annually 

ACIL Tasman understands that all of these projects, with the exception of the 

Appin/Tower collieries2, would be eligible to create RECs. Therefore the 

allocations between projects are assumed to be as follows: EDL German 

Creek: 240 GWh; EDL Moranbah North: 350 GWh; Envirogen: a total 

260 GWh across its four projects, giving a total of 850 GWh. 

                                                 
1 Note that in carbon dioxide equivalent (CO2-e) terms, methane emissions have a global 

warming potential 21 times that of CO2. 

2 Development of these WCMG projects preceded the NSW GGAS 
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Existing WCMG production can only obtain RECs for the 850 GWh they 

have been allocated. Its inclusion therefore has no impact upon the REC 

market and price of RECs provided the existing projects continue to generate 

at least 850 GWh annually. In the event that the total WCMG production falls 

below this level, other renewable technologies would be called upon to supply 

this shortfall and this would have the effect of increasing the 45,000 GWh 

target by this amount. This may result in a slight increase to the REC price, 

however even if a shortfall was to emerge, its size would be relatively small and 

hence the impact upon price would be negligible, particularly as banking and 

borrowing provisions would be expected to smooth any annual shortfall over 

many years 

While there may be no impact upon REC prices, the increased target does 

result in a larger obligation for liable parties to source additional RECs. This 

increases the Renewable Power Percentage (RPP) and hence, direct costs to 

end users. 

Increasing the WCMG allowance by 2,200 GWh 

The introduction of a further 2,200 GWh of WCMG into the RET would have 

similar impacts to the 850 GWh tranche. ACIL Tasman would expect little or 

no impact upon REC prices as the increased target would be expected to be 

matched by a similar volume of WCMG projects. 

However, the additional volumes added to the RET, will further increase the 

RPP for end users. 

Magnitude of additional costs under the RET 

ACIL Tasman has estimated the direct costs of increasing the target to include 

additional WCMG to end users. This is achieved by projecting the RPP with 

and without WCMG volumes and examining the increase in costs based on 

projected REC prices. 

Figure 1 shows actual and projected RPPs under various levels of WCMG. The 

impact upon the RPP is highest in 2014, increasing the RPP from 8.24% with 

no WCMG allowance up to 9.8% (an increase of 1.56 percentage points). In 

subsequent years the increase is less due to the increase in the target and also 

underlying growth in liable energy. 
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Figure 1 Impact upon projected RPP 

 
Note: RPP for 2011 affected by the removal of 4,000 GWh from the target as a result of the schemes split into large 

and small components and also the impact of EITE partial exemptions. 

Data source: RET Regulations for actual RPPs, ACIL Tasman projections. 

The additional cost which results from the higher RPP will depend upon the 

prevailing REC prices over the period. Through the use of its internal model of 

the RET, ACIL Tasman currently projects REC prices of around $35/REC, 

rising to around $64/REC by 2025 (in real 2010 dollars). 

Based upon this price projection, the impact of the increased RPP is shown in 

Figure 2. The inclusion of the original 850 GWh results in a projected end user 

cost increase of around $0.20/MWh, while the inclusion of a further 

2,200 GWh would increase end user prices by around a further $0.50/MWh in 

real terms over the period to 2030. 

Figure 2 Projected increase to end user RET costs 

 
Note: Based upon projected REC prices and increases to RPP. Real 2010 dollars. 

Data source: ACIL Tasman 
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5 Residential retail tariff analysis 

5.1 Residential retail tariffs 

Using the cost of RECs to end users and the modelled wholesale prices, ACIL 

Tasman modelled a standardised retail tariff for residential customers in New 

South Wales and Queensland to assess the potential cost per MWh and in 

percentage terms for the average residential customer. 

The tariff model incorporates network use of system (NUOS) charges using 

latest published pricing schedules from Energex and Integral. The wholesale 

energy prices were adjusted for transmission loss factors and adjusted for a 

load profile typical of residential customers. Cost of ancillary services, NEM 

fees, cost to serve, a retail margin, and the cost of RECs to end users, were also 

incorporated into the retail tariff. 

5.2 Impact of additional WCMG on retail tariffs 

The impact of WCMG on retail electricity tariffs for the average residential 

customer in New South Wales and Queensland are shown in Table 2 and 

Table 3, respectively. 

The impact of additional WCMG on wholesale electricity prices was measured 

by subtracting the base case wholesale prices from the wholesale prices from 

the high and low case sensitivity runs (as described in Section 3 above).  

The high and low case price differentials were then processed through the 

tariff model to get a high and low case impact on retail tariffs.   

The results of the retail tariff modelling for New South Wales is set out in 

Table 2 below. 
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Table 2 Impact of WCMG on retail tariffs in NSW (real $2010) 

  

Change in MWh 

wholesale price (real 

$2010) 

 

Change in 

MWh cost 

of RECs for 

end users 

(real 

$2010) 

Change in MWh retail 

tariff (real $2010 

 

% change in retail tariff 

 

  
HIGH 

case 
LOW case   

HIGH 

case 
LOW case 

HIGH 

case 
LOW case 

2010 $0.00 $0.00 $0.00 $0.00 $0.00 0.00% 0.00% 

2011 -$0.72 -$0.36 $0.07 -$1.17 -$0.55 -0.58% -0.27% 

2012 -$1.59 -$0.79 $0.21 -$2.53 -$1.16 -1.24% -0.57% 

2013 -$3.47 -$1.73 $0.38 -$5.60 -$2.61 -2.30% -1.07% 

2014 $0.00 $0.00 $0.47 $0.47 $0.47 0.19% 0.19% 

2015 $0.00 $0.00 $0.48 $0.48 $0.48 0.18% 0.18% 

2016 $0.00 $0.00 $0.50 $0.50 $0.50 0.18% 0.18% 

2017 $0.00 $0.00 $0.51 $0.51 $0.51 0.19% 0.19% 

2018 $0.00 $0.00 $0.53 $0.53 $0.53 0.20% 0.20% 

2019 $0.00 $0.00 $0.54 $0.54 $0.54 0.21% 0.21% 

2020 $0.00 $0.00 $0.55 $0.55 $0.55 0.20% 0.20% 

2021 $0.00 $0.00 $0.56 $0.56 $0.56 0.20% 0.20% 

2022 $0.00 $0.00 $0.57 $0.57 $0.57 0.20% 0.20% 

2023 $0.00 $0.00 $0.58 $0.58 $0.58 0.20% 0.20% 

2024 $0.00 $0.00 $0.59 $0.59 $0.59 0.20% 0.20% 

2025 $0.00 $0.00 $0.58 $0.58 $0.58 0.20% 0.20% 

2026 $0.00 $0.00 $0.55 $0.55 $0.55 0.19% 0.19% 

2027 $0.00 $0.00 $0.53 $0.53 $0.53 0.17% 0.17% 

2028 $0.00 $0.00 $0.50 $0.50 $0.50 0.16% 0.16% 

2029 $0.00 $0.00 $0.48 $0.48 $0.48 0.15% 0.15% 

2030 $0.00 $0.00 $0.45 $0.45 $0.45 0.14% 0.14% 

Data source: ACIL Tasman modelling 

The impact in New South Wales in the period 2011 to 2013 is projected to be a 

benefit because wholesale prices are expected to be suppressed by the 

additional WCMG plant.   

In the longer term, the impact on the New South Wales standardised tariff is 

an increase of around $0.50/MWh or 0.2%, due to the increase in the cost of 

RECs from the additional WCMG.  This means that for typical end users using 

between 6 and 8 MWh each year this equates to between $3 and $4 per year in 

$2010. 

Similarly The results of the retail tariff modelling for Queensland is set out in 

Table 3 below. 
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Table 3 Impact of WCMG on retail tariffs in Qld (real $2010/MWh) and % 

  

Change in MWh 

wholesale price (real 

$2010) 

 

Change in 

MWh cost 

of RECs for 

end users 

(real 

$2010) 

Change in MWh retail 

tariff (real $2010 

 

% change in retail tariff 

 

  
HIGH 

case 
LOW case   

HIGH 

case 
LOW case 

HIGH 

case 
LOW case 

2010 $0.00 $0.00 $0.00 $0.00 $0.00 0.00% 0.00% 

2011 -$0.53 -$0.26 $0.07 -$0.85 -$0.39 -0.48% -0.22% 

2012 -$2.58 -$1.29 $0.21 -$4.25 -$2.02 -2.29% -1.09% 

2013 -$9.96 -$4.98 $0.38 -$16.83 -$8.22 -7.39% -3.61% 

2014 $0.00 $0.00 $0.47 $0.47 $0.47 0.20% 0.20% 

2015 $0.00 $0.00 $0.48 $0.48 $0.48 0.19% 0.19% 

2016 $0.00 $0.00 $0.50 $0.50 $0.50 0.20% 0.20% 

2017 $0.00 $0.00 $0.51 $0.51 $0.51 0.21% 0.21% 

2018 $0.00 $0.00 $0.53 $0.53 $0.53 0.21% 0.21% 

2019 $0.00 $0.00 $0.54 $0.54 $0.54 0.22% 0.22% 

2020 $0.00 $0.00 $0.55 $0.55 $0.55 0.21% 0.21% 

2021 $0.00 $0.00 $0.56 $0.56 $0.56 0.22% 0.22% 

2022 $0.00 $0.00 $0.57 $0.57 $0.57 0.22% 0.22% 

2023 $0.00 $0.00 $0.58 $0.58 $0.58 0.22% 0.22% 

2024 $0.00 $0.00 $0.59 $0.59 $0.59 0.22% 0.22% 

2025 $0.00 $0.00 $0.58 $0.58 $0.58 0.22% 0.22% 

2026 $0.00 $0.00 $0.55 $0.55 $0.55 0.21% 0.21% 

2027 $0.00 $0.00 $0.53 $0.53 $0.53 0.20% 0.20% 

2028 $0.00 $0.00 $0.50 $0.50 $0.50 0.19% 0.19% 

2029 $0.00 $0.00 $0.48 $0.48 $0.48 0.18% 0.18% 

2030 $0.00 $0.00 $0.45 $0.45 $0.45 0.17% 0.17% 

Data source:  ACIL Tasman modelling 

The impact in Queensland in the period 2011 to 2013 is also projected to be a 

benefit because wholesale prices are expected to be suppressed by the 

additional WCMG plant.   

In the longer term, the impact on the Queensland standardised tariff is an 

increase of around $0.50/MWh or 0.2%, due to the increase in the cost of 

RECs from the additional WCMG.  As for New South Wales for typical end 

users using between 6 and 8 MWh each year this equates to between $3 and $4 

per year in $2010. 
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