Climate Action Network Australia

National Electricity Market policy

CANA recognises that generation of electricity from fossil fuels is a major source of Australian greenhouse emissions. According to the 1999 National Greenhouse Gas Inventory electricity generation accounted for 171.8 Mt/yr of CO2-e greenhouse gas emissions, or 37.5% of total net greenhouse gas emission. According to Nemmco  92% of the electricity generated for the NEM is produced from coal (61% black coal and 31% brown). A further 4% is produced from other fossil fuels (3% gas and 1% oil). 

CANA agrees that the NEM, by trading electricity on the basis of price alone, fails to account for the significant environmental costs associated with fossil fuel powered electricity generation. As a result, the NEM encourages the continued use of unsustainable fossil fuels, most notably black and brown coal. 

CANA agrees that the NEM, by using averaged costs for transmission losses, fails to account for the significant environmental costs associated with long distance transmission of electricity – including impacts on biodiversity and excessive waste of energy. Further, such costing can act as a disadvantage to distributed (local) power sources and energy efficiency. 

CANA members regard investments in demand management, energy efficiency and distributed power supply (powered from renewable sources) as a more sustainable alternative to long distance transmission

CANA recognises that the fragmenting of electricity utilities into four sectors – generators, transmitters, distributors and retailers – has meant that each sector only considers demand management from the perspective of its own limited benefits. 

CANA supports the following reforms to the NEM:

· Full environmental and social costs to be factored into the price used for buying and selling electricity on the NEM. Such environmental costing to include costs associated with air pollution, climate change and waste disposal.

· The use of demand management, energy efficiency and distributed supply as means of improving reliability of supply.

· Demand management and energy efficiency be used as means of lowering end-use energy costs in areas with high electricity costs 

· Analysis be undertaken of the opportunities for demand management and energy efficiency. Such demand management/energy efficiency options to be compared with “whole-of-system” supply costs (ie, incorporating generation, transmission and distribution costs).

