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RENEWABLE ENERGY FEED-IN TARIFF (REFiT WA) BILL 2010 

Introduction and First Reading 
Bill introduced, on motion by Hon Robin Chapple, and read a first time. 

Second Reading 
HON ROBIN CHAPPLE (Mining and Pastoral) [10.13 am]: I move — 

That the bill be now read a second time. 

Renewable energy will be an increasing part of our long-term energy security and economic development. 
Renewable energy sources—wind, sun, bio-energy, hydrodynamic and geothermal—are, by their very nature, 
widely distributed, so their development will improve regional infrastructure and the economic prosperity of 
regional communities in particular. Renewable energy technologies provide long-term and secure employment in 
clean, safe industries. These clean, green technologies are already addressing global oil shortages and the 
problems of air pollution and climate change in many countries across the world.  

Like any developing industry, renewable energy requires a simple and robust industry strategy, with economic 
support mechanisms. Australia, like many other advanced economies, has fallen into the trap of creating 
complex, fragmented, heavily taxpayer-funded support schemes that have complicated investment decisions and 
created boom-and-bust cycles in the renewable energy sector. 

Most recently, the federal government has reworked the renewable energy target—RET—arrangements, 
formerly known as the mandatory renewable energy target—MRET—to overcome some problems with that 
scheme. These adjustments will by no means provide a workable remedy for all sectors of the renewable energy 
industry, however.  

The Renewable Energy Feed-in Tariff (REFiT WA) Bill 2010 aims to provide a secure investment environment 
for all clean energy technologies that Western Australia is developing, or even potentially developing. More than 
40 jurisdictions worldwide have introduced a price guarantee for renewable energy in the form of “feed-in 
tariffs” to simplify support for renewable energy technologies and to avoid windfall profits associated with 
taxpayer-funded schemes. Well-structured feed-in tariffs have proved to be the most cost-effective support 
mechanism for renewable energy technologies. This bill draws on experience and learning from the most 
successful schemes introduced into Germany, Denmark and Spain. Feed-in tariffs are largely responsible for the 
success of the European renewable energy industries, which have generated over 1.6 million jobs and €66 billion 
of new investment. The Greens want to help bring a similar boost to Western Australia. The key features of 
successful feed-in tariff frameworks include a guaranteed fair rate of return for 20 years, and an obligation to 
connect all compliant renewable generators to the network. The net costs of the scheme, if any, are passed on 
equally to all electricity consumers. A true feed-in tariff system will support all eligible technologies at all scales. 

Feed-in tariffs, or FITs, are a guaranteed premium rate of payment for electricity fed into the electricity network 
from renewable sources. This is no different in principle from the long-term power purchase agreements and 
price guarantees paid to coal and gas producers that up to now have underpinned the WA energy market. 
Comprehensive feed-in tariff systems to secure investment in renewable energy sources were pioneered over a 
decade ago in Germany and Denmark to simplify and replace the complex, fragmented and expensive taxpayer-
funded systems of subsidies for renewable energy that were formerly in place in those jurisdictions. 
Comprehensive feed-in tariffs provide businesses and communities, not just households, with an incentive to 
invest in renewable energy generation plant. Feed-in tariffs, properly implemented, will diversify local 
economies, improve energy security and drive local employment. A comprehensive feed-in tariff provides 
strategic support for technologies that, while not currently least-cost, can be an important component of the 
future energy mix; wave energy and geothermal technologies are prime examples. Such schemes, when secured 
in legislation, will also boost the use of photovoltaic solar panels to meet peak local demand and to stabilise local 
grids. Well-designed FITs will also promote the wide use of wind energy across geographical regions in order to 
stabilise variations in energy production and to boost energy from regional areas. It does this by providing 
different feed-in tariff rates for small and large-scale wind and for low and high wind-speed areas. Critically, a 
well-designed feed-in tariff is economically efficient because it is performance based. Generators are paid for 
only what they produce. This avoids the situation whereby inefficient, poorly designed or poorly located power 
systems are installed using taxpayer subsidies. Comprehensive feed-in tariff schemes have been shown to be the 
most cost-effective and successful tool to stimulate renewable energy industry development and energy security 
through diversity. The experience of Germany, Denmark, Spain and other countries with established feed-in 
tariff schemes shows that they are cheaper to run than mandated renewable energy target schemes or subsidies in 
the form of grants paid out of consolidated revenue to support the renewable energy industry. In fact, it has been 
demonstrated that feed-in tariff schemes not only pay for themselves by avoiding the costs of fossil energy, but 
also can reduce the cost of energy in the market. According to the German federal environment ministry, 85 per 
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cent of the total costs of the German scheme were offset by savings elsewhere. Recent German experience shows 
that its scheme costs consumers only a tiny amount per household, and Australia’s superior solar resources may 
mean that the impact on our consumers is smaller still. Savings from Spain’s feed-in tariff system are calculated 
to be 110 per cent of the scheme costs, and this is before the benefits of large-scale industry development 
programs, employment and environmental benefits are taken into account. Renewable energy technologies also 
improve fuel diversity and competition in the electricity markets; this has had the effect of lowering the average 
price of energy in Germany. The key problem with the federal government’s renewable energy target is that it 
largely supports only the wind energy sector, which is currently the most mature and cheapest renewable energy 
technology. Even so, only large-scale projects have been proven to benefit from the RET, while community-
scale projects such as the proposed Mt Barker wind farm have struggled. This will not happen with REFiT WA, 
because economies of scale and other relevant factors are considered in setting the tariff for any given renewable 
energy technology. Other than wind and some landfill gas, most renewable energy sources simply do not benefit 
from our RET because the price of renewable energy certificates, or RECs, has been too low and has a tendency 
to fluctuate and drop suddenly. This was made worse when the federal government allowed rooftop solar and 
micro-wind energy to create five RECs for every kilowatt hour produced, flooding the market with “junk” or 
“phantom” RECs. Notwithstanding those serious weaknesses in the RET approach, this bill introduces a 
mechanism that will work back-to-back with that scheme. Indeed, the REFiT WA bill will effectively plug the 
gaps in RET for emerging and currently unsupported technologies, such as solar thermal, photovoltaics, wave, 
geothermal and bio-energy, but will also provide comprehensive support for wind.  

Badly designed feed-in tariff systems will increase energy prices, or simply cost the taxpayers money, but will 
fail to stimulate economic development. The recently announced Western Australian net feed-in tariff for small 
domestic production, which is funded by a $23 million budget allocation, is a bandaid measure that will 
inevitably fail because it does not provide genuine investment security to the industry. This paltry budget 
allocation will, at 40 cents per kilowatt hour, produce less renewable energy than the Albany wind farm produces 
in one year; it is piecemeal window-dressing. The other state or territory-based feed-in tariff schemes in 
Australia, other than the ACT scheme, are also majorly flawed and must be replaced by a comprehensive 
framework such as the REFiT WA bill, which could serve as the basis for a uniform national framework.  

The bill introduces a scheme to pay all eligible generators for all the power they produce over a 20-year period. 
All newly commissioned renewable energy sources, at all scales, will be paid a feed-in tariff equal to their cost 
of production, plus a modest rate of return. Under the proposed scheme, the network operator—either Western 
Power or Horizon Power—will be obliged to connect generators, pay the relevant feed-in tariff fee and pass 
costs through to retailers, ultimately to be recovered from all electricity consumers, if not offset by other savings. 
This scheme does not require annual allocations from consolidated revenue and it does not impose a levy or tax; 
it can be administered using existing reporting and regulatory arrangements.  

The bill sets out a schedule of tariff rates that are designed to cover the costs of generation for each renewable 
source, plus a reasonable return on investment. That reasonable rate of return—one of a number of concepts in 
the bill for which clarifying regulations may be made—is tied closely to the rate of return on long-term deposits. 
This reflects the fact that the payments are a very low-risk proposition, with a guaranteed long-term stream of 
payments required under an act of Parliament. This is the ingenuity of this type of scheme; it reduces risks to 
industry while minimising potential costs for consumers.  

The REFiT WA bill will place pressure on the industry to drive its costs down over time. Generators will have 
their tariff rate guaranteed for 20 years from when they are connected to the grid, but each year the tariff rate will 
decline for newcomers, promoting innovation. This price “degression”—the term is imported from the German 
law—also helps ensure that the scheme will come to a natural end when all energy technologies are cost 
competitive. Owners of both large-scale and small-scale generators will be eligible to receive the tariff, but for 
solar and wind generation the tariff will vary with the output size of the renewable energy facility, in order to 
account for economies of scale and to avoid overpayments for large-scale projects. All compliant renewable 
energy technologies will be eligible for feed-in tariff payments, thereby promoting diversification in the energy 
sector. Finally, the bill proposes that in order to qualify to receive the feed-in tariff, all RECs that are created, 
including by the solar multiplier, will be ultimately surrendered to the scheme administrator, which would then 
sell them on the REC market and further allocate them proportionally to electricity retailers. This mechanism 
will be part of the way in which retailers can meet their obligation under the RET, and will also assist in keeping 
ultimate potential costs down. The bill also provides a balancing mechanism that operates between all network 
operators so that the potential cost burden for the scheme is equally borne by all Western Australian electricity 
consumers. 

Western Australia has abundant renewable energy resources, and both the infrastructure and finances to harness 
this power. This bill will encourage Western Australians to invest more than $4 billion in renewable energy in 
the first 10 years of the legislation, and will transform our energy sector into a diverse, vibrant, competitive, 
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profitable and secure market. The Greens (WA) offer this bill as a simple, robust, cost-effective mechanism to 
support renewable energy development in Western Australia. I commend the bill to the house.  

Debate adjourned, pursuant to standing orders.  
 


