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8 October, 2002

The Secretary

Senate ECITA References Committee

Parliament House

Canberra

ACT  2600

ecita.sen@aph.gov.au

Dear Sir,

Renewable Energy (Electricity) Amendment Bill 2002

This submission by Mackay Sugar refers to the Senate Committee Inquiry into the Renewable Energy (Electricity) Amendment Bill 2002.
As a sugar milling company with four local factories (power stations) accredited under the current Renewable Energy (Electricity) Act 2000, we have significant reservations regarding Section 30D of the Amendment Bill, which empowers the Regulator to suspend interconnected power stations deemed to be ‘gaming’.  This letter focuses on the potential implications for Mackay Sugar, however other sections of the sugar industry will also be similarly affected.

We present a number of likely sugar mill operating scenarios as Appendix A to demonstrate how these would be affected by the new “gaming arrangements” defined in the Bill.

The purpose of this letter is to highlight the perceived risk to the sugar industry by the inclusion and wording of the “gaming” clause 30D in the Amendment Bill, and to propose a change to the definition of gaming that will address these concerns.  The vagueness of the currently proposed wording devolves the responsibility to define and apply “gaming” to the Regulator.  We believe that, if included, the clause should be more explicit so that investments in the sugar industry (which depend in part on REC revenue) can be made with greater certainty and therefore we propose the following amendment to 30D (6):

(6) A gaming arrangement is an arrangement to co‑ordinate the amount of electricity generated by each power station in the group during the year using the relevant supply when the predominant outcome is to allow more certificates to be created without an increase in the total electricity generated by the power stations in the group during the year using that supply than would otherwise be able to be created. 

The proposed change is to replace “in order” with the first phrase underlined and “in respect of” with the second phrase underlined.

The lack of industry consultation on this issue has led to a situation where the sugar industry could be disadvantaged by the legislation for simply maintaining current operating practises.  We also suggest that the level of cane transfers between mills will increase in coming years as the industry restructures and pursues further cost-cutting measures to compete in a hostile global market.

The most efficient utilisation of a sugar region’s available bagasse will be essential for viable sugar mill cogeneration projects.  We believe that, if applied to the sugar industry, this clause could conflict with the intention of the original Act: to promote the development of efficient renewable electricity projects.

A second matter recently brought to our attention, is the capacity of existing hydro generators to dominate the Renewable Certificate Market (without new plant investment) due to unrealistic Baseline determinations. We realise this issue may be beyond the scope of the Amendment Bill Inquiry, but its potential impact on the sugar industry is of grave concern.

Bagasse biomass is acknowledged as a competitive, relatively low cost renewable fuel and many new sugar mill cogeneration projects are currently under review. However, investment in these regional renewable energy projects is contingent on a strong REC market and projects will not proceed if this market is unfairly distorted by hydro generators incurring little or no capital outlay. We therefore urge your review of pre-existing (pre-1997) hydro generation capacity and whether its eligibility to create RECs is consistent with the intention of the Renewable Energy Act.

We trust that you are able to favourably consider such an amendment to the Bill in order to avoid unforseen negative consequences to the sugar industry and to provide greater certainty for the proposed investments in sugar cogeneration that form an important element of allowing the industry to regain and maintain competitiveness in the future.

Yours sincerely,
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