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The Secretary,

Senate (ECITA) References Committee

Parliament House

Canberra

ACT 2600

Dear Secretary,

INQUIRY INTO THE RENEWABLE ENERGY (ELECTRICITY) AMENDMENT BILL 2002
As discussed by phone last week, we appreciate the extension of time you have given us to complete our submission on this issue. 

The Mandated Renewable Energy Target (MRET) is a key plank of the Federal Government’s greenhouse gas abatement strategy. From the perspective of actual and potential renewable energy generators, it is arguably the single most important Federal policy instrument yet developed to support the generation of greenhouse-neutral energy. The Greens (WA) support the intent of the legislation which this Bill is amending, and offer the following comments in this light.

Section 3 of the Renewable Energy (Electricity) Act 2000 provides that:

The objects of this Act are: 

(a) to encourage the additional generation of electricity from renewable sources; and (b) to reduce emissions of greenhouse gases; and (c) to ensure that renewable energy sources are ecologically sustainable. 
Specifically, on the website of the Australian Greenhouse Office it is stated that:

“The Government's Mandatory Renewable Energy Target commenced on 1 April 2001. The Renewable Energy (Electricity) Act 2000 requires the generation of 9,500 gigawatt hours of extra renewable electricity per year by 2010, enough power to meet the residential electricity needs of four million people.”

The current Inquiry is therefore a timely opportunity to discover whether or not the objects of the parent act are being met, and if not, to recommend appropriate amendments.

We call the Committee’s attention to a report by the Australian EcoGeneration Association (now incorporated into the Australian Business Council for Sustainable Energy) titled “MRET, Baselines and Industry Development”. This study points out a number of alarming and unintended anomalies which have become apparent over the last few years.

In the executive summary to this document, it is stated that:

“If all the RECs that could be produced from pre-existing projects were produced, no new renewable power projects would be required until 2008. 23% of the current overall MRET market for RECs for the next two decades can be met by old large-scale hydro projects without undertaking any new generation investment. This will cost electricity customers $1.1 billion without these payments delivering material additional greenhouse  abatement.”
We are extremely concerned that the equivalent of 600MW of new renewable projects worth $1.1 billion may be sidelined because more than 28.5 million RECs will have been sunk into existing hydro plant. It is recognised that one of the objectives of the Act was to provide an inventive for these projects to improve operating efficiencies, but we question whether the intention was ever for the overwhelming predominance of hydro within the MRET scheme, apparently at the expense of new renewable plant.

We therefore recommend a review of the process of setting baselines for existing hydro processes, with an emphasis on a transparent process that will guarantee new renewable generators will be given a far greater share of the REC market. 

This may be possible through the scaling up of the MRET to at least 5% or higher within a timebound framework, which would avoid potential retrospective penalties on hydro generators. Alternately, the Committee could recommend that for hydro producers above a certain size, RECs are only awarded for production above a baseline averaged over a number of years. We believe that baselines have been set too low for these producers, allowing them to claim RECs without any substantial improvements to capacity or efficiencies.

If the Committee agrees with the findings of the AEA/BCSE report, we hope this will provide cause for a substantial review of the ways in which baseline targets for hydro generators are calculated. 

We strongly support the revision of the MRET target to a substantially higher level. We believe that the 9500 GWh target to 2010 does not sufficiently address the urgency of the challenge posed by climate change. Australia has come under some criticism for its approach to climate and GHG emission issues; it is therefore of paramount importance that this key policy instrument is fine tuned and expanded to provide the incentives that the RE industry needs to establish firm foundations in Australia. Of greatest urgency will be recommendations by the Committee which guarantee that RECs are primarily awarded to new RE generators.
The Greens (WA) supports the objectives of the renewable energy industry and its state and national peak bodies in arguing for specific amendments to the Act to improve its workability, and we specifically endorse the submissions of the AEA/BCSE and WA SEA to your committee. 

Thankyou for the opportunity to provide comments on this Bill, and we are available as always to provide further information to your committee if required. 

Warmest regards,

Robin Chapple MLC
Member of the Legislative Council

Mining and Pastoral Region, WA
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