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	Mr Jonathon Curtis

Secretary
Senate ECITA References Committee

Parliament House
CANBERRA   ACT   2600

	Dear Mr Curtis

	INQUIRY INTO THE 
RENEWABLE ENERGY (ELECTRICITY) AMENDMENT BILL 2002


The Tasmanian Government welcomes the opportunity to make a submission to the Senate Environment, Communications, Information Technology and the Arts Legislation Committee in relation to the Renewable Energy (Electricity) Amendment Bill 2002 (Renewable Energy Amendment Bill).

As the Committee may be aware, Tasmania has invested extensively in renewable energy generation.  This investment has resulted in significant benefits for the nation as a whole, with this State currently producing around 60 per cent of Australia’s renewable energy.  Tasmania’s capacity to produce renewable energy will be further enhanced with the development of Tasmania’s wind resources and the Basslink interconnector to mainland electricity markets will obviously facilitate wind generation development.  Therefore, Tasmania will continue to make a significant contribution to Australia meeting its greenhouse emissions targets. 

It is noted that the amendments to the Renewable Energy (Electricity) Act 2000 (Renewable Energy Act) are not intended to impinge on the review scheduled to commence in January 2003.  The Tasmanian Government considers that the formal review required under section 162 of the Renewable Energy Act is the appropriate forum for consideration of the full range of issues relating to the operation Mandatory Renewable Energy Targets (MRET) scheme.  However, I would like to take the opportunity to provide comment on the position of a small number of stakeholders advocating that hydro-electricity schemes, particularly Hydro Tasmania, are being afforded a gratuitous financial advantage under the MRET scheme.

The MRET scheme was developed in a fully open and transparent process and legislation was passed by both Houses following two Senate Inquiries.  In accordance with the Renewable Energy Act, the MRET scheme was implemented by the Office of the Renewable Energy Regulator, together with independent consultants.

The liability and eligibility for RECs were both fully considered in the design of the MRET scheme.  In Tasmania, all electricity has been produced from renewable energy, yet the incumbent Tasmanian retailer of electricity (Aurora Energy Pty Ltd) is required to purchase renewable energy certificates to cover its obligation to increased use of renewable energy.  

The Tasmanian Government believes that it is not widely understood that the original intention of the MRET scheme was to promote the enhancement of existing renewable generation capacity, as well as investment in new generation.  Given that the scheme was designed to encourage the best use of existing renewable energy generators and new renewable energy projects to reduce greenhouse emissions, the baselines were set having regard to this objective and the liability the legislation creates for Tasmania.

It is very important to note that the MRET scheme makes the development of renewable energy projects such as hydro upgrades, mini-hydro and wind energy projects commercially viable.  In particular, the revenue for Renewable Energy Certificates is underpinning a 10-year upgrade and refurbishment program of the State’s hydro-generation assets.  The MRET scheme also provides a significant benefit to Tasmania and Australia through providing the right investment signals to trigger local manufacture of wind turbine components.

The Tasmanian Government is strongly of the view that the MRET scheme is operating as intended.  Further, a range of renewable energy projects are currently being developed on the basis of MRET scheme as it is presently operating.  Amending the underlying principles of the scheme at this stage will create uncertainty for participants and investors and potentially jeopardise renewable energy projects currently being developed.

Issues relating to the design of the scheme, including eligible sources of renewable energy and baselines for hydro-electricity schemes, should only be addressed as part of the formal review scheduled to commence in January 2003 and not in the context of this Inquiry.  This is because the existing arrangements reflect a deliberate policy decision at the time the original legislation was debated and passed by the Commonwealth Parliament.  It would, therefore, be totally inappropriate to deal with substantial underlying policy issues such as this in the context of amending legislation that has been introduced to deal with changes of an administrative nature.

The Tasmanian Government also supports the provision within MRET for the generation of power using renewable wood-waste from native forest activities. Once again, the MRET legislation in this area reflects a considered policy position built of sound principles of environmental sustainability. The Senate Inquiry should also note that a number of significant generation developments are progressing on the basis of existing provisions contained within the legislation and it is important that these are not jeopardised as a result of the any widened terms of reference for the Inquiry.

Thank you again for the opportunity to comment on these important matters.

	Yours sincerely





Hon Paul Lennon

Deputy Premier

Minister for Economic Development, Energy and Resources








