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The Secretary 

Senate ECITA References Committee

Parliament House

Canberra

Act  2600

Submission to the Senate committee inquiry into the Renewable energy (electricity) ammendment Bill 2002 

Dear Secretary

Please find below my comments on the Renewable Energy (Electricity) Amendment Bill 2002 on behalf of the Board and Members of the Australian Wind Energy Association (AusWEA).  AusWEA is the principal body representing the interests of the burgeoning wind energy community within Australia. Our mission is to promote the sensitive and appropriate uptake of wind energy and to develop a robust wind energy industry that makes a significant contribution to safe, reliable, economical and environmentally sustainable energy supply in Australia.

Please note that this submission is made in the name of AusWEA as the industry representative body. It reflects the majority view of our members but does not reflect the position of all of our individual members. Some members are making their own individual submissions.
AusWEA strongly supports the general structure of the MRET legislation.  However, we also believe that the modest MRET target and associated penalties for non-compliance, coupled with the ability of low-cost existing renewables to generate RECs, has made it difficult for many wind developers to achieve financial closure on projects. We are therefore concerned that this may be acting as a barrier to the widespread adoption of new wind generation as an energy source. 

Whilst AusWEA intends to make a strong representation to the overall review of the MRET legislation in the coming months, we have taken this opportunity to respond specifically to the issues raised in the amendments in this letter.

AusWEA broadly supports the suggested amendments to the Act, particularly those that make it easier for small scale renewable energy installations to generate RECs. Whilst we appreciate that the increase of targets and penalties are beyond the scope of the current inquiry and are issues more appropriately addressed by the review of the legislation that is due to take place next year, there may be some aspects of the legislation that can be addressed now in order to clarify the current market uncertainty.

Baselines

AusWEA believes that the solution to the current market uncertainty is greater transparency in the operation of the MRET legislation with regard to the setting of 1997 eligible renewable power baselines, coupled with regular review of the generation of RECs by pre-existing generators. Such regular reviews will help establish more certainty in the pricing of RECs and thus mitigate risk by minimising this variation in the investment equation. 

AusWEA welcomes Item 58 (insertion of a new section 30F) of the amendments which legislates the ability of the Regulator to vary the 1997 eligible renewable power baselines of generators that were already generating before January 1st 1997, and we support any changes to the legislation that more strongly and effectively encourage investment in additional electricity generation from renewable sources. AusWEA believes that the following changes may assist in creating greater market certainty in this regard:
1. We suggest that generation above a baseline be regarded on a cumulative basis over a “designated period” (perhaps 5 years) to eliminate the effects of any annual variability in the available resource. eg. a generator that generates 50MW above its baseline in one year and 50MW under its baseline the next year should not be eligible to generate RECs for the 50MW over its baseline in the first year.

2. Where significant numbers of RECs are generated by pre-existing assets on an ongoing basis that cannot be demonstrated to have been derived from new investment (or other legitimate circumstance such as increased efficiency in resource usage) this should trigger a review of the baseline by the Regulator prior to the end of the designated period.

3. We suggest that the conditions outlined in Schedule 3 of the Renewable Energy (Electricity) Guidelines describing potential miscalculation of the “default baseline” and subsequent requirement for a “special baseline” be taken into account in any review. 

Gaming

AusWEA welcomes the amendments to the legislation that aim to eliminate the possibility of market participants engaging in gaming. These amendments in conjunction with the suggested changes above will help clarify some areas of uncertainty with regard to the legislation and help in the delivery of the objectives of the Renewable Energy (Electricity) Act . This will greatly increase market confidence and ensure an increasing contribution of new renewable generation to the electricity mix.

I hope that you find the above comments useful and constructive. Please do not hesitate to give me a call if you have any questions with regard to any of the above or require further clarification.

Best Regards

Grant Flynn

President 

Australian Wind Energy Association 
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