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Trading Division

	Ref:  379/
	     

	
	     


8 October 2002

The Secretary

Senate ECITA References Committee

Parliament House

Canberra

ACT 2600

Dear Sirs

Renewable Energy (Electricity) Amendment Bill 2002

We refer to your invitations for written submissions from interested individuals on the above Bill.

Stanwell currently owns and operates cogeneration plant that generates electricity from bagasse inputs and is looking to invest further in additional plants of this type. 

We have a concern about the proposed Section 30D of the Bill.

We support the purpose behind the proposed section 30D, because a generator should not be entitled to create additional RECs where there is no corresponding increase in electricity generated from renewable energy sources.

We have, however, identified an adverse side-effect in the application of section 30D due to the peculiar nature of the sugar industry.

The generation of electricity from bagasse is a by-product of the sugar milling process.  Therefore, electricity generation and REC creation is not a factor that will impact upon decisions about milling operations. The primary factors which impact upon sugar milling are:

· Availability of sugar cane at relevant times of the year (i.e. to maximize CCS levels); 

· Availability of sugar milling plant (i.e. forced mill outages); and

· Efficiency of the milling process (i.e. minimizing milling costs).

There is a very short seasonal period in each year that is the optimal time to harvest sugar cane (i.e. to maximize sugar content).  Sugar millers have an obligation to sugar producers during these times to process their cane in the most efficient way.  This has historically necessitated from time to time, the transfer of cane between mills in a group.  The reasons for this are those issues highlighted above, that is, mills being unavailable (due to technical faults), and maximising the output of the most efficient (lowest cost) mill.  This need is independent from electricity generation factors.  

The sugar industry is currently facing extremely low sugar prices, and thus requires that they minimise costs, maximise milling efficiency and retain flexibility to crush sugar at optimal times to maximise the sugar content (i.e. the CCS) of a given crush.

We are concerned that the suspension of a generation plant’s accreditation pursuant to Section 30D of the Bill could adversely affect the viability of electricity generation from bagasse, literally as a ‘side-effect’ of the sugar industry’s natural method of operation.  This in turn may have the effect of reducing the investment incentives of sugar congeneration plant, which in turn reduces the ability of our Sugar Industry to lower their cost structures. 

As you are no doubt aware, the sugar industry is presently faced with many challenges and we take the view that whilst we support the purpose behind section 30D of the Bill, we believe that it will unfairly prejudice the sugar industry and related generation plant.

We take the view that a transfer of cane explained above would not constitute a gaming arrangement.  Nevertheless, we submit that the Bill should expressly clarify this point.

We would be grateful if you could consider these issues and amend the Bill accordingly.

Yours faithfully

Paul Simshauser

General Manager Trading

     
Enquiries:
Mark Shipway
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