Clean Energy
Investor Group

50 Camberwell Road Hawthorn East VIC 3123

24 October 2023

Hon. Chris Bowen MP

Federal Minister for Climate Change and Energy
Commonwealth Government

Lodged online at: DCCEEW Consultation hub

Dear Minister,

Response to Renewable Electricity Guarantee of Origin Scheme - Approach Paper
Clean Energy Investor Group (CEIG) welcomes the opportunity to provide feedback on
the Commonwealth Government Department of Climate Change, Energy, the
Environment and Water's Approach Paper published in September 2023 on the
Renewable Electricity Guarantee of Origin - Approach paper (the REGO paper).

CEIG represents domestic and global renewable energy developers and investors, with
more than 16GW of installed renewable energy capacity across more than 76 power
stations and a combined portfolio value of around $38 billion. CEIG members’ project
pipeline is estimated to be more than 46GW across Australia. CEIG strongly advocates
for an efficient transition to a clean energy system from the perspective of the
stakeholders who will provide the low-cost capital needed to achieve it.

KEY POINTS

e CEIG commends the Department on the continuation of the consultation into the
development of the REGO scheme.

e CEIG welcomes the anticipated implementation dates to have the legislation in
place in 2024 for the REGO scheme to commence on 1 January 2025.

Below-baseline generation and status

e CEIG supports in principle the differentiation of below-baseline REGO certificates
until 2030. However, with the labelling of different classes of certificates there is
the possibility to fracture liquidity and that below baseline energy is not represented
as a valid unit of energy, creating a false distinction between what was built before
1996/97 and after.

¢ Instead, the surrender regulations could refer to a more neutral REGO attribute
(e.g. ‘year built’) and/ or list those power stations (since there is only a small
number of below-baseline plants).
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Surrender restrictions

e CEIG supports the inclusion of regulations to limit the participants that may
surrender below-baseline REGO certificates prior to 2030 to EITE activities and
Product GO creation.

e CEIG supports the Department’s suggestion to restrict banking of below-baseline
certificates and suggests extending this feature to cover all REGOs.

e The REGO paper suggests Ministerial discretion in modifying surrender restrictions,
raising concern for CEIG about potential ambiguity and the risk of arbitrary
decisions. CEIG is calling for clear definitions to ensure transparency and fairness.

Time stamping

e More work is needed to study the potential pitfalls of time stamping and the
development of mitigation strategies before CEIG can offer a supportive position.

e Consideration should be given to the likelihood of global adoption of timestamping,
administrative burden, trading implications and REGO price volatility to minimise
introducing a potentially disruptive mechanism into the market.

e As an initial step, CEIG welcomes the Department working with the CER on
regulatory design that seeks to incorporate existing time series data into certificate
creation processes to minimise administrative costs and maximise practicality.

e CEIG recognises that this has the potential to reduce the accounting and reporting
burden for proponents.

Eligibility of storage assets to create REGOs

e CEIG acknowledges the Departments position for electricity storage to be eligible
to produce REGO certificates however, CEIG would like the Department to take a
cautious approach moving forward to ensure the true voluntary nature of
participation is adopted and concerns around market distortions and price signals
are addressed.

e CEIG recognises that without the ability for energy storage to create REGOs the
realisation of low-emission products would be significantly more challenging.
However, CEIG remains concerned around the introduction of market distortions
leading to asset owners juggling two price signals and issues relating to the round-
trip efficiency of storage systems.

Emissions intensity data

e CEIG supports the inclusion of emissions intensity data in the initial design of the
REGO scheme rather than delaying the implementation of this data point till the
future.

Loss factors

o CEIG believes that further consideration should be given to adopting the use of ALF.

e ALFs measure the energy loss across a whole volume of energy and is therefore a
more appropriate measure than MLFs when adjusting metered energy generation
to calculate the quantity of LGCs and REGOs.

Page 2 of 6



Clean Energy
Investor Group

50 Camberwell Road Hawthorn East VIC 3123

General comments

CEIG commends the Department on the continuation of the consultation into the
development of the Renewable Electricity Guarantee of Origin (REGO) scheme and
welcomes the anticipated implementation dates to have the legislation in place in 2024
for the REGO scheme to commence on 1 January 2025.

The establishment of the Guarantee of Origin (GO) and REGO schemes will provide
certainty for investors in that a framework for creation of renewable energy certificates
will exist after 2030 and will be administered by the Clean Energy Regulator (CER) on an
ongoing basis. This level of certainty is crucial to support the investment decisions being
made today.

CEIG supports the Government pursuing further policy levers to support and incentivise
the rollout of renewable energy generation, and as such welcomes the introduction of a
modern certificate framework.

Below-baseline generation and status
CEIG recognises the need to attach provenance to generation from renewable sources,
including those from below-baseline generation. However, it is important that there is
minimal interference to investment signals in the Australian market resulting from the
creation of below-baseline certificates.

CEIG acknowledges that the introduction of below-baseline REGO certificates could
impact signals for investment in new renewable capacity and that it is important to
minimise risk to investment incentives. CEIG supports building flexibility into the REGO
legislation whereby the Government can sequence measures to minimise risk and
respond to market dynamics.

CEIG supports in principle the differentiation of below-baseline REGO certificates until
2030. However, with the labelling of different classes of certificates there is the possibility
to fracture liquidity and that below-baseline energy is not represented as a valid unit of
energy, creating a false distinction between what was built before 1996/97 and after.

The creation of a specific ‘below or above’ baseline label for certificates would only be
useful for the purpose of defining surrender restrictions until 2030 in the regulations.

Instead, CEIG suggests that these regulations could refer to a more neutral REGO
attribute (e.g. ‘year built’) and/ or list those power stations (since there is only a small
number of below-baseline plants).

In practice, regulations would specify that emissions-intensive trade-exposed (EITE)
activities and Product GO creation could only use REGO certificates created by plants
built before 1996/97 or certificates created by plants X, Y and Z.

Beyond 2030, once the surrender provisions are extinguished, this would leave the
‘below-baseline’ plants on par with other renewable plants.
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Surrender restrictions

Regulations to prescribe REGO surrender

To resolve the issues highlighted in the section above, CEIG supports the inclusion of
regulations to limit the participants that may surrender below-baseline REGO certificates
prior to 2030.

The REGO paper suggests that the Minister might have discretion in amending
regulations related to surrender restrictions. CEIG is concerned about the lack of clarity
around what the Minister can and should consider in making that decision. Without clear
boundaries, this could lead to arbitrary or biased decisions not in stakeholders' or the
public's best interest. For transparency and fairness, it is essential that these
considerations are clearly defined.

Surrender against EITE activities and Product GOs

CEIG recognises the Department is considering restricting the use of below-baseline
REGO certificates to EITE activities and Product GO creation initially to minimise market
distortions and risks of competing renewable certificate schemes becoming entrenched
in the market.

This consideration is in line with CEIG’s position as it limits the use of below-baseline
REGO certificates to new demand outside the current Renewable Energy Target (RET)
until 2030.

REGO expiry date

To improve the REGOSs’ credibility and value, CEIG has previously recommended imposing
an expiry date to ensure the REGOs cannot be banked for long periods of time. As such,
CEIG supports the Department restricting the banking of below-baseline certificates and
suggests that this provision should be extended to apply to all REGOs.

In line with our previous recommendation, CEIG supports in principle the suggested
example to “surrender or expiry of below-baseline certificates in the 18 months after they
are created to avoid a surplus of such certificates building up and impacting the certificate
market once surrender restrictions are removed.” CEIG suggests the Department extends
this feature to cover all REGOs.

Time stamping and eligibility of storage assets to create REGOs

Time stamping

CEIG holds the position that more work is needed to study of potential pitfalls of time
stamping and the development of mitigation strategies before CEIG can offer a supportive
position.

CEIG notes that the Department will outline the procedure for REGO certificates to be
time stamped in regulations developed in 2024. Prior to determining the procedure for the
method of time stamping, CEIGs position is that the Department should consider the
likelihood of global adoption of timestamping, administrative burden, trading implications
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and REGO price volatility to minimise introducing a potentially disruptive mechanism into
the market.

CEIG recognises that the Departments proposal to work with the CER on regulatory
design that seeks to incorporate existing time series data into REGO certificate creations
has the potential to reduce the accounting and reporting burden for proponents and
welcomes this initial step. Furthermore, CEIG supports the Department and the CER
working with scheme participants to ensure that administrative processes are streamlined
and practical.

Electricity storage

CEIG acknowledges the Department’s position for electricity storage to be eligible to
produce REGO certificates however, CEIG would like the Department to take a cautious
approach moving forward to ensure the true voluntary nature of participation is adopted
and concerns around market distortions and price signals are addressed.

The voluntary nature of participation ensures flexibility and adaptability for stakeholders.
It allows entities to gauge the evolving landscape, understand the intricacies of the
market, and adapt accordingly without being compelled to make potentially premature
commitments. Keeping participation voluntary would allow for a more organic integration
of storage into the REGO framework, giving stakeholders time to understand, adapt, and
innovate. This approach would reduce potential risks and foster an environment of
informed decision-making.

Nevertheless, our earlier point stands: we advocate for REGOs to be utilised strictly for
voluntary purposes and not be eligible to offset a RET liability. This ensures the integrity
of the RET scheme remains intact and its primary objective of stimulating new renewable
generation is unhindered.

Recognising the challenges associated with time stamping and storage eligibility,
fostering the development of future green products is worth pursuing. Energy storage
stands as a key component in the optimal integration of green hydrogen and other
renewable energy products.

Such an integration aims for a maximal time-match between electricity generation and
consumption. Without the ability to produce REGOs, the realisation of low-emission
products would be significantly more challenging.

However, some concerns persist further justifying the need for storage REGOs to remain
voluntary:

e Making energy storage assets eligible to create REGOs may introduce potential
market distortions. Such changes could lead to uncertainties in revenues,
compelling asset owners to juggle between two distinct price signals - those of
REGO and the NEM spot market prices.

e Additionally, due to inherent round-trip energy losses in storage systems, the
discrepancies between surrendered and newly created certificates might surpass
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the potential arbitrage value in the certificate trading market. This scenario could
reduce the monetary incentive for certificate trading.

Emissions intensity data

Although CEIG recognises the issues around data completeness identified within the
REGO paper, we also recognise the timely inclusion of data relating to emissions intensity
of the generation displaced by a relevant megawatt hour of renewable electricity could
result in increased demand for new build renewable generation and storage.

CEIG supports the inclusion of emissions intensity data in the initial design of the REGO
scheme rather than delaying the implementation of this data point till the future.

To address the concerns around data completeness, there could be a “data availability
issue” label on the REGO where emissions intensity would otherwise be recorded in
addition to appropriate public documentation listing the reasons when this label would
occur.

Loss factors

The RET legislation and regulations specify that the number of large-scale generation
certificates (LGC)s created by a generator must be adjusted to account for energy lost in
transmission by factoring in the generator’s Marginal Loss factor (MLF).

As the MLF measures the loss on the last unit of electricity dispatched by a generator, it
is not an appropriate measure to calculate the energy lost across the whole volume of
energy produced by that generator.

Instead, CEIG would like the Department to reconsider the use of an Average Loss Factor
(ALF) - the measure of energy loss across the whole volume of energy - rather than an
MLF when adjusting metered energy generation to calculate the quantity of LGCs and
REGOs.

CEIG thanks the Department of Climate Change, Energy, the Environment and Water for
the opportunity to provide feedback on the approach paper and looks forward to
continued engagement on this issue. If you would like to further discuss any elements of
this submission, our Policy Director Ms. Marilyne Crestias can be contacted at
marilyne.crestias@ceig.org.au.

Yours sincerely,

7

Marilyne Crestias

Policy Director

Clean Energy Investor Group Ltd
W: Www.ceig.org.au
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