Secretary

Senate ECITA References Committee

Parliament House

Canberra ACT 2600

ecita.sen@aph.gov.au

11th October 2002

Re: Inquiry into Renewable Energy (Electricity) Amendment Bill 2002

Dear Secretary

Thank you for the opportunity to provide this submission to the Senate Inquiry into the Renewable Energy (Electricity) Amendment Bill 2002.

Environment Victoria is the state’s peak environment organisation. We represent over 1,000 individual members and over 80 regional and local conservation organisations that are affiliated with us. 

Environment Victoria broadly supports the intent of the Renewable Energy (Electricity) Bill. However, there are a number of serious unintended consequences, which will means the Bill will not achieve what was intended. In our view the major problems are:

· Inclusion of the burning of native forest wood waste as a form of renewable energy, eligible for Renewable Energy Certificates;

· Flaws in the baseline setting process for old large-scale hydro projects, which will mean that over a $1 billion of ordinary Australians’ money being misdirected; and

· A lack of transparency in the baseline setting process, which is inhibiting an informed market for renewable energy.

1.
Addressing flaws in the definition of renewable energy

Environment groups support the intent on the MRET regulations but strongly oppose some flaws, most notably the fact that they define burning of native forest woodchips as a form of renewable energy. There is deep and widespread public concern over the possibility that native forests could be burned for energy production and receive financial incentives that were intended for genuine forms of renewable energy, such as wind and solar power. This flaw in the regulations threatens to undermine consumer confidence in renewable energy products and services.

2.
Addressing flaws in the baseline setting process

A major problem with the Mandated Renewable Energy Target (MRET) relates to the way baselines have been determined for existing large-scale hydro projects. This is seriously undermining the effectiveness of MRET to deliver new investment in renewable energy projects as was one of its main intentions.

This problem was revealed by the Business Council for Sustainable Energy (formerly the Australian EcoGeneration Association) when it undertook a comprehensive analysis of the measure and the new renewable energy projects is was likely to create. 

The conservative assessment shows ordinary electricity customers will pay more than $1 billion and receive no greenhouse abatement or additional renewable energy. If all the RECs that could be produced by existing old large-scale hydro projects were produced then no new renewable projects are needed until at least 2008.

These RECs can be created without producing additional renewable energy. Environment Victoria understands that the legislation was always meant to provide an incentive for old hydro projects to improve their performance. Unfortunately, the manner in which the baselines have been set means that old large-scale hydro projects will swamp the REC market in the early years, meaning that MRET will not deliver its intended industry development. This was never intended by the legislation and means that the equivalent of 500MW of new renewable projects will be kept out of the market. If this unintended consequence is not fixed Australia will lose the jobs, investment and industry development associated with these projects.

This unfortunate situation is creating problems for proponents of new renewable projects. The problem is affecting industry development and must be fixed now. 

The flaws in the regulations can be easily fixed. Amendments to the current Bill could be made to address the issue within the current policy setting. The changes need to ensure that RECs are only earned for additional generation.

3.
Transparency in baselines

Baselines for existing renewable power projects that seek to create RECs should be made publicly available. Given the significant benefits that accrue to these generators, there is no case why this information should not be released. The public has a right to know where its money is going. 

Yours sincerely

Darren Gladman

Director, Climate Change

Environment Victoria

