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 Renewable energy is a prominent feature of Australia’s response to climate change.

 The role played by renewable energy in this response is still being debated at the national 
and international levels. In Australia, the jury is still out regarding the appropriate mix 
of policies and strategies, including the development of a carbon credits system, rebates 
and incentives for more effi cient energy use, and targets for cleaner fossil-fuel energy. 
Nevertheless, there is general acceptance that greater use of renewable energy is an 
important part of the mix.

 Research into the marketing of renewable energy tells us that consumer confi dence in 
‘getting what you pay for’ and trust in providers of renewable energy are important factors 
in its growth and acceptance. 

 This report aims to give clarity and assurance to Western Australians about the renewable 
energy bought and sold by government agencies and businesses, so that they will have a 
better understanding about it and can ‘know what they are getting’ and what they are not 
getting. 

Auditor General’s Overview
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 The electricity on the main South West Grid in Western Australia supplies the electricity 
needs of 90 per cent of Western Australians. This electricity comes from coal, gas, and 
renewable energy sources. Currently, electricity from renewable sources makes up a 
relatively small proportion (around fi ve per cent) of the total electricity generated on the 
South West Grid.

 As part of its Climate Change Action Statement, the Western Australian Government has 
made a commitment to increase this amount to 15 per cent by 2020 and 20 per cent by 
2025. It has also committed to buying 20 per cent of the electricity requirements of its own 
agencies from renewable energy sources by 2010.

 The State Government’s commitments build on two existing schemes whose purpose is to 
stimulate the growth of renewable energy generation Australia-wide: 

  The Mandatory Renewable Energy Target established by the Commonwealth 
Government in 2000, requires all electricity retailers operating on grids greater than 
100 megawatts to ensure that a percentage of their electricity sales are generated from 
renewable sources. To monitor and manage the target, which is currently around three 
per cent, retailers are required to buy Renewable Energy Certifi cates equivalent to the 
target. Certifi cates are issued for each megawatt hour of electricity generated from 
renewable sources.

  The National GreenPower Accreditation Program (GreenPower), established by a 
coalition of state governments in 2000, encourages consumers to contribute towards 
extra generation of electricity from renewable sources by voluntarily purchasing a 
GreenPower product for an additional cost. This program also uses Renewable Energy 
Certifi cates to ensure that the electricity generated is additional to that generated to 
meet the Mandatory Renewable Energy Target. 

 Renewable energy costs more than coal or gas, and this is refl ected in the price of the 
Certifi cates used in both these programs. The cost to electricity retailers of buying the 
Certifi cates is passed on directly to customers or indirectly to taxpayers. In the case of 
Certifi cates used to meet mandatory targets, the cost is shared by everyone. In the case of 
GreenPower, the purchase, and hence the extra cost, is a matter of customer choice. 

 Both the Mandatory Renewable Energy Target scheme and GreenPower program focus on 
generating additional electricity from renewable sources rather than who ultimately uses it. 
Electricity taken from the grid by consumers is the output of a number of generators using 
different fuel sources. 

Executive Summary
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 The long term growth of renewable energy generation, and GreenPower in particular because 
it is a voluntary program, relies on consumers and the public at large having confi dence 
that these programs are increasing the generation of electricity from renewable sources. 
For instance, public concerns have recently been raised as to whether the new Kwinana 
Desalination Plant is powered by renewable energy as announced by Government. This 
announcement did not specify whether the plant will be powered by certifi ed renewable 
energy. 

 This examination focused on whether Western Australians can be confi dent that renewable 
energy bought and sold by State Government agencies is electricity from renewable 
sources, and is properly accounted for. We also examined:

  whether the GreenPower program is increasing the supply of renewable energy in 
Western Australia

  the basis of the State Government’s renewable energy targets, and whether they are 
measurable, auditable and realistic.

 We examined the government agencies and businesses involved in buying and selling 
renewable energy, specifi cally Synergy, Horizon Power and the Offi ce of Energy. Other 
key stakeholders were Western Power and Verve Energy. We did not review the wholesale 
electricity market rules or implementation of industry policy for their impact on the 
generation of electricity from renewable sources. 

Key Findings
  The public can have confi dence that certifi ed renewable energy, that is energy that 

is certifi ed with Renewable Energy Certifi cates through the Mandatory Renewable 
Energy Target and GreenPower programs, comes from renewable sources. 

  Since 2001-02, electricity generated by accredited renewable sources on the South 
West Grid has increased from one per cent of total energy generated to fi ve per cent at 
June 2007. The mandatory target and GreenPower programs have contributed to this 
increase.

Executive Summary ... continued
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  The Western Australian Government is on track to meet its target for six per cent of all 
energy on the South West Grid to be from renewable sources by 2010. The 2020 target 
for 15 per cent of all energy on the South West Grid to be from renewable sources 
would also be met if new renewable energy generating plants under construction or on 
the drawing board proceed.

  Sales of GreenPower to both commercial and residential customers are disproportionately 
lower than in other states. For instance, only one in every 164 Western Australian 
households was buying GreenPower at 30 June 2007, compared with rates of between 
one in nine and one in 17 in other states. The Offi ce of Energy and Synergy advise, 
and independent research indicates, that the low sales are likely to be due to lack of 
marketing activity and consequent lack of awareness and confusion about GreenPower 
products on the part of consumers.

  Western Australian generators are likely to be able to produce enough GreenPower in 
2010 to meet the Government’s intention to purchase 20 per cent of its requirements 
from renewable energy sources. While some retailers may need to buy from interstate 
to meet their own mandatory target, Offi ce of Energy information indicates that the 
state as a whole should generate enough renewable energy to enable the Government 
to meet its purchasing target. 

  Large electricity consumers may use individual contracts to buy electricity equivalent 
to the output of a particular generator. In the case of the Kwinana Desalination Plant, 
the Water Corporation is buying electricity from Synergy equivalent to 69 per cent of 
the output of the Emu Downs Wind Farm. Renewable Energy Certifi cates are not part 
of this transaction.

Recommendation
 Government agencies should ensure that they:

  educate consumers about renewable energy 

  are transparent about what people are paying for

  report regularly against their renewable energy targets.



AUDITOR GENERAL FOR WESTERN AUSTRALIA
RENEWABLE ENERGY: KNOWING WHAT WE ARE GETTING

8

Responses from Agencies to the Report
 The following are responses from agencies which are included as a requirement under the 

Auditor General Act 2006.

 Synergy 
 Synergy welcomes the examination of renewable energy in Western Australia, and 

endorses the report’s conclusion that the Western Australian public can have confi dence 
that NaturalPower and EasyGreen, Synergy’s certifi ed renewable energy products, come 
from renewable sources, certifi ed with Renewable Energy Certifi cates (RECs).

 The report suggests the sale of GreenPower products in Western Australia is low due to 
‘lack of marketing activity and consequent lack of awareness’. Our GreenPower products 
were amongst the lowest priced accredited renewable energy products in Australia, and 
were not cost refl ective. This was not a long term sustainable position and consequently, 
the price of NaturalPower had to increase. On 1 October 2007, the price of NaturalPower 
increased and Synergy introduced a new product, EasyGreen, a product customer research 
indicates will be welcomed by households. EasyGreen and NaturalPower are now being 
aggressively promoted and initial campaign sales are above expectations. 

 Water Corporation
 The Water Corporation generally supports the fi ndings of the report. The Water Corporation 

fi rmly believes that its contract with Synergy for energy from the Emu Downs wind farm 
was key in enabling the project to reach fi nancial close, thus ensuring that a signifi cant 
renewable energy project was constructed in Western Australia.

 Horizon Power
 Horizon Power supports the recommendation made in the report and is currently developing 

a renewable energy retail product for its customers. Horizon Power will ensure that it meets 
the requirements of the recommendation as part of the development and implementation 
process.

Executive Summary ... continued



AUDITOR GENERAL FOR WESTERN AUSTRALIA
RENEWABLE ENERGY: KNOWING WHAT WE ARE GETTING

9

 Offi ce of Energy
 The Offi ce of Energy agrees with many of the fi ndings in this report. However, an objective 

of the GreenPower program is to encourage growth in consumer demand for renewable 
energy. It is considered that sales volume is a more appropriate assessment measure than 
comparison of per customer adoption of GreenPower products. It is noted that Western 
Australia is a net exporter of accredited renewable energy. 

 The Offi ce of Energy is also of the view that the development and uptake of renewable 
energy products is, to a large extent, determined by the markets within which they are 
sold. Retail contestability has played a major role in driving GreenPower promotion and 
uptake in other states and territories. Within this context, the recent disaggregation of 
the vertically integrated government owned electricity utility ‘Western Power’ and the 
associated reforms of the electricity market will increase competition, and thus customer 
choice, driving increased availability and uptake of renewable energy products. 

 Verve Energy
 In general, Verve Energy supports the fi ndings of the examination. However, Verve Energy 

strongly believes that both Government and non-Government organisations should be 
prohibited from stating or inferring that their electricity is from renewable sources when 
they do not purchase and surrender the certifi cates associated with the electricity and cannot 
establish a direct link between their electricity purchases and a renewable energy source. 
Also, to assist in achieving the Government’s aim to increase renewable energy generation 
in Western Australia, Government entities and Departments should not be allowed to 
source their Renewable Energy Certifi cates or GreenPower Rights from generation sources 
outside of Western Australia.
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Electricity generation in Western Australia 
 In 2005-06, approximately 26 400 gigawatt hours of electricity was generated and 

distributed in Western Australia. Fifty-fi ve percent of this, around 14 400 gigawatt hours, 
was generated and distributed on the South West Interconnected System (for convenience, 
we refer to this as the ‘South West Grid’). (See Figure 1). The South West Grid distributes 
electricity to Western Australian household and commercial users in the heavily populated 
south west corner of the State. 

 Figure 1: Map of the South West Grid
 The South West Grid (area shown in white on the map insert) represents 55 per cent of Western 

Australia’s electricity consumption and covers over 90 per cent of its population.
Source: Western Power, OAG

 The only other major grid in Western Australia is the North West Interconnected System, 
which carries around a quarter of the electricity of the South West Grid and supplies the 
communities and industries of the Pilbara. (Figure 2.) 

Introduction and Background
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 Figure 2: Map of the North West Interconnected System
 The North West Interconnected System (shown as shaded area in map insert) supplies the 

communities and industries of the Pilbara.
Source: Offi ce of Energy, OAG

 A small amount of other electricity in the state is supplied by ‘stand-alone’ generation, such 
as that used in Broome, which has its own local power generation.

Structure of the electricity industry 
 Prior to April 2006, Western Australia had one government-owned business that generated, 

distributed, bought and sold electricity – Western Power. Today, there are four government- 
owned electricity businesses, each with a specifi c role. These are:

  Synergy – a government-owned retailer that buys and sells electricity for the South 
West Grid

  Horizon Power – a government-owned retailer that buys and sells electricity, and also 
generates and distributes it to non-South West Grid electricity customers 

  Verve Energy – a government-owned generator that acquires and supplies electricity 
for the South West Grid, and generates renewable energy elsewhere in the State

  Western Power – a government-owned distributer of electricity that transmits electricity 
through its ‘lines and poles’ and grants access to the South West Grid.
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 There are many privately owned electricity generators throughout Western Australia, 
including some on the South West Grid, but only Synergy and Horizon Power are permitted 
to sell electricity to consumers using up to 50 megawatt hours a year, that is households 
and most small businesses. This may change in the future.

 Other state government agencies that have an interest in the supply and generation of 
electricity include:

  Offi ce of Energy – a government agency, sets overall energy policy for the State. 
The Sustainable Energy Development Offi ce is a division within the Offi ce and is 
responsible for implementing, monitoring and reporting on Government’s renewable 
energy initiatives. It will buy GreenPower on behalf of government agencies to meet 
a 20 per cent target for government electricity consumption from renewable energy 
sources

  Economic Regulation Authority – approves price and capacity limits for the Wholesale 
Electricity Market and sets allowable revenue for the Independent Market Operator 
and Western Power’s System Management

  Independent Market Operator – an independent state agency, operates Western 
Australia’s Wholesale Electricity Market.

Western Australia participates in two programs for 
increasing the amount of electricity generated from 
renewable energy sources
 The Western Australian Government, like governments around the world, is grappling 

with the challenges of climate change. Electricity generation accounts for nearly 40 per 
cent of the State’s greenhouse gas emissions, with around 95 per cent of electricity on the 
South West Grid coming from coal, gas and oil fuelled generation. (See Figure 3.) 

Introduction and Background ... continued
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 Figure 3: Most of the generators on the South West Grid use non-renewable energy 
sources

 The electricity that fed into the South West Grid in 2005-06 came from renewable (fi ve per cent) 
and non-renewable (95 per cent) energy sources. Government’s renewable energy targets aim 
to increase the proportion of renewable energy feeding into the grid. 

Source: OAG

 To reduce the State’s greenhouse gas emissions, the Western Australia government 
participates in two national programs designed to stimulate growth of electricity generated 
from renewable energy sources. These are the Mandatory Renewable Energy Target and 
the National GreenPower Accreditation Program. 

 Mandatory Renewable Energy Target scheme
 The Mandatory Renewable Energy Target, established by the Commonwealth Government 

in 2000, requires all Australian retailers to purchase Renewable Energy Certifi cates that 
currently cover around three per cent of their electricity sales. This percentage is revised 
each year to meet that year’s national target in gigawatt hours, which is currently 5 600 
gigawatt hours and will rise to 9 500 gigawatt hours in 2010. Retailers purchase these 
Certifi cates from accredited generators. Under this scheme:
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  Synergy, the government-owned retailer for the South West Grid, is obliged to buy 
Renewable Energy Certifi cates to meet its mandatory target (as well as the State 
Government’s renewable energy targets, discussed later). To date a majority of these 
have come from Western Australian sources.

  Horizon Power, the government-owned retailer, generator and distributor for non-South 
West Grid electricity customers, is also obliged to buy Renewable Energy Certifi cates 
to meet its mandatory target for the North West Interconnected System. To date these 
have come from Verve’s Hopetoun, Denham, Coral Bay and Esperance wind farms as 
there is no renewable energy generation on the North West Interconnected System.

 National GreenPower Accreditation Program
 Western Australia is also part of the National GreenPower Accreditation Program 

(GreenPower), which aims to increase demand for renewable energy generation, 
particularly energy generated from the sun, the wind, water and waste. 

 This is a state-based program initiated by New South Wales that now also includes Victoria, 
Queensland, South Australia, and the Australian Capital Territory. The Sustainable Energy 
Development Offi ce, a division of the Offi ce of Energy, represents Western Australia on 
the program’s Steering Group.

 Unlike the Mandatory Renewable Energy Target, GreenPower is an entirely voluntary 
program. It offers consumers an opportunity to buy GreenPower products that contribute 
towards the extra generation of renewable energy, above the level required by the mandatory 
target.

 As part of the National GreenPower Accreditation Program, Synergy sells two GreenPower 
products called NaturalPower and EasyGreen. Horizon Power does not currently offer a 
GreenPower product, but it is developing one. 

The focus and approach for this examination
 This examination focuses on whether Western Australians can be confi dent that when they 

buy renewable energy from Synergy and Horizon Power it is from a renewable source and 
is properly accounted for. It also examines:

  whether the GreenPower program is increasing the supply of renewable energy in 
Western Australia 

Introduction and Background ... continued
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  the basis of the State Government’s renewable energy targets and whether they are 
measurable and auditable and realistic.

 Our examination focused on government businesses that buy and sell renewable energy:

  Synergy

  Horizon Power

 We also consulted other government stakeholders with an interest in the generation and 
distribution of electricity in Western Australia:

  Offi ce of Energy

  Verve Energy

  Western Power

  Economic Regulation Authority

  Independent Market Operator 

 In addition, we consulted the Water Corporation about the electricity arrangements for the 
Kwinana Desalination Plant.

 Our examination approach included:

  researching renewable energy initiatives and programs in other jurisdictions

  examining key documents, including:

  the Mandatory Renewable Energy Target legislation, annual reports, and the 
Register of Renewable Energy Certifi cates

  National GreenPower Accreditation Program accreditation documents and annual 
reports

  Western Australian Climate Change Action Statement

  annual reports, budget statements, public presentations, internal documents and 
other technical reports

  interviewing senior managers in the government agencies and businesses mentioned 
above and other key stakeholders.
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Findings
  Western Australians can be confi dent that when retailers sell certifi ed renewable 

energy products a corresponding amount of renewable energy is generated. 

  Horizon Power buys all of its Renewable Energy Certifi cates, and Synergy a majority, 
from Western Australian sources. 

  Everyone pays for certifi ed renewable energy used to meet mandatory targets. 

  Large electricity consumers may use individual contracts to buy electricity equivalent 
to the output of a particular generator. In the case of the Kwinana Desalination 
Plant, the Water Corporation is buying electricity from Synergy equivalent to 69 per 
cent of the output of the Emu Downs Wind Farm. Renewable Energy Certifi cates are 
not part of this transaction.

How the Mandatory Renewable Energy Target program 
works
 The Mandatory Renewable Energy Target requires all Australian electricity retailers 

operating on grids greater than 100MW to purchase Renewable Energy Certifi cates 
equivalent to 2.7 per cent of their electricity sales in 2007. This includes retailers on the 
South West and North West Grids in Western Australia. Renewable Energy Certifi cates 
record the source and amount of renewable energy generated. One Certifi cate is equivalent 
to one megawatt hour of electricity (enough electricity to power around 65 average Perth 
homes for 24 hours).

 Retailers buy these Certifi cates from generators that have been accredited by the 
Commonwealth Offi ce of the Renewable Energy Regulator (the Regulator) under the 
Renewable Energy (Electricity) Act 2000 (the Act). To demonstrate that they have purchased 
the target amount of Certifi cates, retailers must surrender them to the Regulator.

 Certifi cates can be bought and sold separately from the electricity on which they are based 
(see Figure 4). This is to allow renewable energy generators to compete with fossil fuel, 
or ‘black’, energy generators in the energy market by earning extra money from the sale 
of Certifi cates to companies with mandatory targets. This is necessary because in most 
circumstances at present electricity from renewable sources has a higher cost of production 
than electricity generated from coal and gas.

Western Australians can be confi dent 
that buying certifi ed renewable 
energy causes renewable energy to be 
generated
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 Figure 4: Generators sell Certifi cates separately from energy
 Generators create Certifi cates and GreenPower Rights which they sell to retailers who surrender 

them to the Renewable Energy Regulator or the National GreenPower Program Manager. 
Generators sell the energy itself separately, which feeds into the grid on its way to consumers.

Source: OAG

How the GreenPower program works
 The GreenPower program accredits generators that are accredited by the Regulator for the 

purpose of the mandatory target but also meet GreenPower’s more stringent criteria. As 
well as Renewable Energy Certifi cates, these generators create GreenPower Rights at the 
same rate as the Certifi cates (one GreenPower Right is equivalent to one megawatt hour of 
electricity). 

 Retailers surrender an equal number of Certifi cates (to the Regulator) and GreenPower 
Rights (to the National GreenPower Program Manager) to cover GreenPower sales 
to consumers. This ensures that each sale of GreenPower is unique and that the energy 
generated as a result is additional to that required to meet the Mandatory Renewable Energy 
Target.

 Like Renewable Energy Certifi cates, GreenPower Rights can be bought and sold separately 
from the energy on which they are based (see Figure 4). 
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Western Australians can be confi dent that when retailers 
sell certifi ed renewable energy products a corresponding 
amount of renewable energy is generated 
 Renewable Energy Certifi cates certify that a specifi c amount of renewable energy has been 

generated by an accredited generator. This certifi cation is possible because the electricity 
coming from a particular generator can be metered and the amount automatically 
recorded.

 Once it is on the grid, however, it is not possible to identify electricity by its source, that is 
whether it is from a renewable energy generator or not, because there are many different 
generators feeding into the grid and all electricity is physically identical. While the amount 
of electricity drawn from the grid at any particular point can be measured by a meter, the 
electricity being consumed at that point is a share of the output of all generators rather than 
any individual generator. 

 Consequently, buyers of certifi ed renewable energy are not paying to receive it at their 
home or business. Rather, they are paying to have it generated. (See Figure 5.)

 Figure 5: Certifi ed renewable energy buyers are paying to have it generated
 Certifi ed renewable energy buyers are paying to have it generated while they draw from the grid 

a share of the output of a number of renewable and non-renewable energy generators.
Source: OAG

Western Australians can be confi dent that buying certifi ed renewable 
energy causes renewable energy to be generated ... continued
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 Accreditation of generators, and the use of Certifi cates to identify and record the electricity 
they generate, enables Western Australians to be confi dent that when retailers sell certifi ed 
renewable energy products a corresponding amount of renewable energy is generated 
because:

  generators of electricity from renewable sources must be accredited by the Regulator 
so that they can sell Renewable Energy Certifi cates

  production of Renewable Energy Certifi cates is independently audited by the Offi ce 
of the Renewable Energy Regulator, and production of GreenPower Rights is audited 
by the GreenPower Program Manager, to ensure that renewable energy has been 
generated 

  retailers must surrender their Certifi cates (to the Regulator) and GreenPower Rights (to 
the National GreenPower Program Manager) to demonstrate that they have met their 
targets and obligations.

Horizon Power buys all of its Renewable Energy 
Certifi cates, and Synergy a majority, from Western 
Australian sources
 The Mandatory Renewable Energy Target and GreenPower are Australia-wide programs 

that aim to increase certifi ed renewable energy generation nationally, not in all states or in 
any particular state.

 Because Certifi cates and GreenPower Rights and the corresponding electricity can be sold 
separately, a GreenPower sale in Perth may lead to electricity generation in another state. 
Similarly, Western Australian residents can buy GreenPower from companies based in 
other states. For example, a resident of a Western Australian regional town (not on the 
South West Grid) that has no certifi ed renewable energy supply can still buy GreenPower. 
This would be generated in another location, while the customer would be using black 
energy in her home. 

 However, to date, Horizon Power has bought all its Certifi cates, and Synergy a majority, 
from Western Australian sources, leading to growth in certifi ed renewable energy generation 
in the State. 
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Everyone pays for certifi ed renewable energy used to 
meet the mandatory targets
 The cost to retailers of buying Certifi cates and GreenPower Rights is passed on to 

customers. 

 In the case of Certifi cates used to meet the Mandatory Renewable Energy Target, the cost is 
shared by everyone. Western Australian taxpayers have borne Synergy’s mandatory target 
cost indirectly as an increase in the company’s costs. As Synergy is owned by the Western 
Australian Government, this increase in costs has been passed on ultimately to taxpayers. 

 For medium to large customers on specifi c tariffs, the cost of mandatory targets has been 
built into recent tariff adjustments. Synergy’s non-standard contracts specify a charge to 
cover the cost of the mandatory target. 

 In the case of GreenPower, the purchase, and hence the cost, is passed on to those customers 
who have elected to purchase one of the GreenPower products.

Electricity consumers may also use individual contracts 
to buy electricity equivalent to the output of a particular 
generator 
 Businesses with large continuous power needs, such as mineral processors, frequently 

negotiate an individual contract with an electricity retailer. This contract may agree 
a negotiated price for electricity that differs (usually lower) from the standard tariff. 
Retailers may use individual contracts with large customer to ensure that a customer exists 
for electricity they are buying or to justify investment in a generator, or both (whether that 
generator uses renewable or non-renewable energy sources).

 In some cases, individual contracts may exactly match a particular generator’s output, or 
a proportion of it, with a particular buyer’s purchase. Such contracts are called ‘back-to-
back’ contracts. An example of a back-to-back contract is the contract between the Water 
Corporation and Synergy to power the Kwinana Desalination Plant (a Water Corporation 
business) with electricity from the Emu Downs Wind Farm (a generator that supplies 
electricity to Synergy). 

Western Australians can be confi dent that buying certifi ed renewable 
energy causes renewable energy to be generated ... continued
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 The Water Corporation is buying enough renewable 
energy from Synergy to power the Kwinana Desalination 
Plant

 To fulfi ll its contract with the Water Corporation, Synergy purchases the equivalent of 
69 per cent of all electricity generated by Emu Downs. Under this contract, variations in 
the wind energy caused by variations in wind strength are compensated by gas generated 
electricity, leading to corresponding variations in the price paid by the Water Corporation. 

 Like most south west consumers, the desalination plant draws its power from the South West 
Grid, which ensures the constant supply of electricity essential for the plant’s operation. 
In 2006-07, Emu Downs put into the grid 224 gigawatt hours of electricity. This amount is 
more than suffi cient to match the electricity taken from the grid by the desalination plant. 

 The Water Corporation’s Invitation To Prequalify document invited submission of proposals 
for the supply of renewable energy for the second desalination plant, the Southern Seawater 
Desalination Plant. It contains no indication that the energy supply arrangements for the 
new plant will differ from those for the Kwinana Desalination Plant.

 Renewable Energy Certifi cates were not part of the 
transaction

 At the same time as it purchased the electricity it used to fulfi ll its contract with the Water 
Corporation, Synergy also purchased 66 per cent of the Renewable Energy Certifi cates 
produced by Emu Downs during the 10 year period of the contract. In 2006-07, this was 
around 148 000 Certifi cates. Synergy has to date added these to its total portfolio of 
Certifi cates that it uses to meet its current and future mandatory targets and GreenPower 
obligations. The remaining Emu Downs Certifi cates have been sold interstate. (See 
Figure 6.)

 Certifi cates were not part of the transaction between Synergy and the Water Corporation for 
electricity for the desalination plant. Therefore, the contractual arrangement to power the 
desalination plant does not ensure that additional renewable energy is generated. By way of 
illustration, had Certifi cates been reserved for the desalination plant, Synergy would have 
needed to fi nd another source of Certifi cates to meet its mandatory targets and GreenPower 
obligations, leading to additional generation of electricity from renewable sources. 
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 Figure 6: Certifi cates and electricity from the Emu Downs Wind Farm follow different 
paths

 Renewable Energy Certifi cates from the Emu Downs Wind Farm are sold to Synergy and 
interstate while the electricity is fed into the South West Grid.

Source: OAG

Western Australians can be confi dent that buying certifi ed renewable 
energy causes renewable energy to be generated ... continued
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Findings
  GreenPower sales have contributed to new renewable energy generation.

  GreenPower sales in Western Australia are disproportionately lower than in other 
states.

  Low sales in Western Australia may be due to consumers’ lack of awareness and 
confusion about GreenPower products.

Recommendation
  Government agencies and businesses should ensure that they:

  educate consumers about renewable energy 

  are transparent about what people are paying for.

GreenPower sales have contributed to new renewable 
energy generation
 Western Australia’s participation in the GreenPower program (described earlier) has 

increased the total demand for renewable energy. As a result, more electricity is generated 
from renewable sources. 

 The requirement for GreenPower generation to be additional to that required by mandatory 
targets means that growth in sales of GreenPower must be backed by new accredited 
generation capacity. Western Australian generators sell Certifi cates and GreenPower Rights 
to other states as well as locally, so that demand in other states contributes to generation 
within Western Australia. Western Australian GreenPower accredited generators supplied 
almost eight per cent of Certifi cates for national GreenPower requirements in 2006.

 Both Synergy and Alinta offer GreenPower products, while Horizon Power is developing 
one. Synergy tenders for the supply of Certifi cates and GreenPower Rights to meet the 
demand for its GreenPower products Natural Power and, more recently, EasyGreen. At 
30 June 2007, Synergy had acquired all the Certifi cates and GreenPower Rights it needed 
from Western Australian generators.

Western Australia is behind other 
states in GreenPower sales 
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 To date, Western Australian generators have provided Synergy with suffi cient Certifi cates 
and GreenPower Rights to meet its obligations to the GreenPower program and allow 
a ‘buffer’ against a rise in demand. Synergy advises that it gives preference to Western 
Australian generators where their prices are competitive, leading to growth of accredited 
generation capacity in the state as demand grows. 

GreenPower sales in Western Australia are 
disproportionately lower than in other states 
 Western Australian households do not sign up for GreenPower at the same rate as households 

in other states. After seven years of the program, residential sales of GreenPower still 
represent only about 5 000 of Synergy’s 830 000 customers, though sales appear to be 
increasing rapidly (see Figure 7).

 Figure 7: Monthly Residential GreenPower Sales 2006 compared with 2007
 GreenPower sales have increased rapidly in Western Australia over the past nine months.

Source: Synergy

 In the quarter to 30 June 2007, only one in every 164 Western Australian households was 
buying GreenPower, compared with rates of between one in nine and one in 17 in other 
participating states and territories. Western Australia also has the second lowest number of 
commercial customers in participating jurisdictions (see Table 1).

  2006                 2007

Western Australia is behind other states in GreenPower sales ... continued
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NSW VIC QLD SA WA ACT Total

Residential customers 156 187 228 389 105 102 62 229 4 988 9 082 565 977
Residential GreenPower 
customers as a percentage 
of total households

5.8% 11.4% 6.5% 9.5% 0.6% 6.9% 7.2%

Commercial customers 11 736 7 363 2 607 1 562 635 410 24 313

 Table 1: GreenPower customers by State at 30 June 2007
 Western Australia has fewer GreenPower customers than any other participating state or 

territory.
 Source: National GreenPower Accreditation Program, OAG

 However, on average Western Australian GreenPower customers buy more GreenPower 
per household than any other state. (See Figure 8.)

 Figure 8: GreenPower sales as a percentage of households and average amount in 
megawatt hours sold per household in the three months to 30 June 2007

 There are fewer Western Australian GreenPower customers than in other states, but 
on average they buy more GreenPower.

Source: OAG

  Residential customers as per cent of households

  GreenPower sales per residential customer (MWh)
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 GreenPower sales in megawatt hours show less disparity between Western Australia and 
other states, but Western Australian sales are still the lowest nationally (see Figure 9).

 Figure 9: GreenPower sales by state as a percentage of total electricity sales

 GreenPower penetration is relatively small across Australia, the National Average being less 
than 0.5 per cent of total sales. Recent increases have reduced the difference between Western 
Australia and other states. 

Source: Offi ce of Energy

 Total sales of Natural Power – the only GreenPower product sold in Western Australia 
to 30 June 2007 – reached 9 649 megawatt hours in the three months to June 2007. This 
represents 0.32 per cent of Synergy’s total sales that quarter and less than three per cent of 
total electricity generated from renewable sources on the South West Grid. 

 The Government’s decision to buy GreenPower for 20 per cent of its electricity needs by 
2010 will increase total Western Australian GreenPower sales in megawatt hours to around 
fi ve times the level of 30 June 2007. After this increase, Western Australian GreenPower 
sales would be equivalent to around 20 per cent of electricity from accredited renewable 
energy generators on the South West Grid.

Western Australia is behind other states in GreenPower sales ... continued

  2004-05                     2005-06                        2006-07
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Low sales in Western Australia may be due to consumers’ 
lack of awareness and confusion about GreenPower 
products
 There are several possible reasons for GreenPower’s low sales in Western Australia relative 

to other states. One possible reason is that the Western Australian electricity market is at 
a different stage of development from the National Electricity Market operating in the 
eastern states. Reforms to Western Australia’s electricity market, including the break-up of 
Western Power, are very recent. The full effects of increased competition following these 
reforms, such as new products competing for market share, may lead to increased sales.

 Another possible reason suggested by both the Offi ce of Energy and Synergy is that 
GreenPower products have not been strongly or consistently promoted in Western Australia, 
resulting in a lack of awareness and understanding. 

 Independent research into customer attitudes to GreenPower throughout Australia suggests 
that a lack of knowledge and awareness of GreenPower is an important infl uence on sales. 

This research has identifi ed the following factors affecting sales:

  Consumer confusion, both about GreenPower itself and more broadly about how the 
electricity system works.

  Doubt about whether GreenPower charges were used to create new renewable energy 
generation.

  Lack of awareness of GreenPower. 

  Suspicion about its legitimacy. 

  Up to a third of the population may think GreenPower is a marketing gimmick.

  Consumers feeling they should be rewarded for using certifi ed renewable energy 
rather than have to pay extra for it. These consumers believe everyone should pay 
for renewable energy and that a levy or tax for using black energy would make more 
sense. 

 The latest research suggests that knowledge and trust are becoming more important as 
consumer awareness increases and people become more interested in their electricity 
consumption. This trend is expected to result in price becoming a less important 
consideration for buyers. 

 



AUDITOR GENERAL FOR WESTERN AUSTRALIA
RENEWABLE ENERGY: KNOWING WHAT WE ARE GETTING

28

 Synergy’s increased GreenPower tariff from October 2007 and Alinta’s entry into the 
GreenPower market may lead to increased marketing of GreenPower by electricity 
retailers. This may result in potential customers becoming better informed.

Western Australia is likely to be able to produce enough 
GreenPower in 2010 to meet the Government’s intention 
to purchase 20 per cent of its requirements from 
renewable energy sources 
 The target of 20 per cent of electricity consumed by State Government agencies to come 

from renewable sources by 2010 will be implemented by the Offi ce of Energy purchasing 
GreenPower on behalf of these agencies. 

 An amount of $19.5 million has been included in forward budget estimates for the Offi ce 
of Energy to make the purchase. The Procurement Plan for 2007-08 prepared by the 
Offi ce of Energy shows a contract value of $17.7 million over four years, and indicates 
a single contractor will be appointed for that year, with the Offi ce of Energy being the 
contracting authority. Other contractors may be appointed in later years. Procurement will 
give preference to Certifi cates created from local projects and to suppliers who meet their 
mandatory liabilities from Western Australian sources.

 The purchase will create a jump in demand for Certifi cates over the next two years. 
This may lead to individual retailers sourcing Certifi cates from interstate to meet their 
obligations. For example, Synergy has advised that if its current sales forecasts are met 
and supplies are available as projected it will need to buy Certifi cates interstate from 2009. 
However, the Offi ce of Energy has forecast that Western Australia as a whole will continue 
to generate enough Certifi cates to meet local mandatory and GreenPower targets, including 
the Government’s purchasing target. As it is prepared to buy GreenPower from more than 
one retailer to meet the target, the Offi ce of Energy advises that it is confi dent of sourcing 
enough GreenPower within Western Australia to meet the purchasing target.

Western Australia is behind other states in GreenPower sales ... continued
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Findings
  Electricity generated from renewable sources on the South West Grid has increased 

from one per cent to fi ve per cent over the past fi ve years.

  The six per cent renewable energy target by 2010 for the South West Grid is likely to 
be achieved.

  There are suffi cient renewable energy projects in development to meet the 15 per cent 
renewable energy target for the South West Grid.

  Achieving the 20 per cent target for 2025 is less certain.

  The renewable energy targets for the South West Grid would be measurable and 
auditable if the Offi ce of Energy establishes its proposed scheme for implementing 
the targets.

Recommendation
  Government agencies and businesses should ensure that they report regularly 

against their renewable energy targets.

Electricity generated from renewable sources on the 
South West Grid has increased from one per cent to fi ve 
per cent over the past fi ve years
 As part of its strategy to reduce greenhouse gas emissions, the Government has set targets 

for increasing the proportion of the electricity on the South West Grid that is generated from 
renewable energy sources. (We refer to these three targets as the Government’s ‘renewable 
energy targets’). The 2004 Western Australian Greenhouse Strategy set a target of six 
per cent renewable energy by 2010. Released in May 2007, the Climate Change Action 
Statement included new targets of 15 per cent by 2020 and 20 per cent by 2025. (The 
Government has also committed to buying 20 per cent of agencies’ electricity requirements 
from renewable energy sources by 2010, as discussed in the previous chapter). These 
targets are summarised below (see Table 2).

The Government is likely to meet its 
Renewable Energy Targets for the 
South West Grid 
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Government Commitment Target Date Target Amount

Renewable energy target: proportion of total electricity 
generated on the South West Grid from renewable 
sources

By 2010 6%

By 2020 15%

By 2025 20%

Proportion of Government’s own electricity  purchases 
from renewable sources

By 2010 20 %

 Table 2: Government renewable energy targets
 The Government has set consumption as well as generation targets.

Source: OAG

 Currently 5.2 per cent of electricity on the South West Grid is generated from accredited 
renewable sources. This is a signifi cant increase from 2001-02 levels of less than one per 
cent. The mandatory target and GreenPower programs, discussed earlier, have contributed 
to this increase.

 In 2006-07, the 816 gigawatt hours of renewable energy fed into the South West Grid 
represented more than double the 400 000 Certifi cates required to meet mandatory 
targets.

The six per cent renewable energy target for the South 
West Grid is likely to be achieved
 The target of six per cent by 2010 is likely to be achieved. Currently, 5.2 per cent of 

electricity sold on the South West Grid is generated from certifi ed renewable sources. WA 
Biomass Pty Ltd plans to commission the Bridgetown biomass generator in 2009. This 
plant is designed to have a capacity of 40 megawatts and produce 271 gigawatt hours 
per annum of electricity. Together with the current level of electricity generated from 
renewable sources, this would be suffi cient to meet the six per cent target.

The Government is likely to meet its Renewable Energy Targets for the 
South West Grid ... continued
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There are suffi cient renewable energy projects in 
development to meet the 15 per cent renewable energy 
target for the South West Grid
 Fifteen per cent of energy on the South West Grid in 2020 is estimated to be 3 249 gigawatt 

hours out of a total 21 662 gigawatt hours. This represents a four-fold increase on the output 
of certifi ed renewable energy generators presently in operation or under construction on the 
South West Grid (see Figure 10).

 Existing renewable energy generators are expected to provide a total of 816 gigawatt hours 
of electricity a year. Generators providing a further 2 800 gigawatt hours are in various 
stages of planning and development. If all projects are successfully commissioned and 
operate at expected capacity, 3 616 gigawatt hours of renewable energy will be generated. 
This will be suffi cient to meet the 15 per cent target. 

 Figure 10: Projected Renewable Energy Requirements for 15 per cent Renewable 
Energy Target by 2020

 The 15 per cent target for renewable energy on the South West Grid by 2020 represents a 
four-fold increase on the output of certifi ed renewable energy generators in operation or under 
construction on the South West Grid.

Source: McLennan Magasanik Associates, 2007
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Achieving the 20 per cent target for 2025 is less certain
 There are a number of factors that make achieving the 20 per cent target less certain, 

particularly as this target is nearly two decades away. 

 There are limits to the potential levels of wind energy 
on the grid

 After hydro power, wind energy is the lowest cost, most highly developed renewable 
energy technology and hence also the most widely used to date. However, wind alone 
is unlikely to provide enough energy for all power needs because it is variable and the 
network has a limited tolerance for variation. 

 High levels of wind power may also require higher levels of back-up power from gas or 
diesel turbines which would add to energy costs and required investment levels. Western 
Power believes that greater than 10 to 15 per cent wind energy on the network may result 
in signifi cant additional operating costs from running gas turbines to counter variations in 
wind farm outputs and having to shut down base load plants overnight. Western Power is 
concerned that, in the absence of an up-to-date assessment of costs and benefi ts, the impact 
of substantial amounts of wind energy on the South West Grid are uncertain. While there 
is disagreement in the industry about this, Western Power’s position creates a degree of 
uncertainty about achieving the 20 per cent target using wind power.

 Wave and geothermal generators that could provide 
constant (base load) energy are not yet available

 A 20 per cent target may require substantial new sources of base load renewable energy, 
such as biomass, wave, tidal and geothermal generators. Of these, only biomass is likely 
to provide signifi cant energy to the South West Grid in the next few years, with wave 
energy at the pilot stage. However, an expansion of biomass sources and substantial further 
development of wave, tidal and geothermal energy is expected by the target date.

The Government is likely to meet its Renewable Energy Targets for the 
South West Grid ... continued
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 The best locations for generators are occupied fi rst, 
making later development of generators more diffi cult

 Suitable sites for renewable energy generators such as wind farms and wood waste plants 
that are also accessible to the grid are limited. As these are occupied, only less productive 
sites remain. For example, as the best wind farm sites become occupied, the wind strength 
and consistency of remaining available sites declines. Wind farms built on these remaining 
sites have a lower capacity rating and output, making their electricity more expensive, 
although technological improvements may address this. Opposition from local residents 
also limits placement of generators.

 New technologies may be developed and existing ones 
improved

 Further development of all renewable energy technologies is likely by 2025 which could 
make the targets easier to reach. For example, improvements on the cost and effi ciency of 
solar panels could provide signifi cant new peak load generation either as solar farms or 
distributed on domestic rooftops. Such a development could potentially reduce the need 
for base load generation to cover peaks in demand that occur for only around 60 hours each 
year during summer. A reduced need for base load generation may make the renewable 
energy target easier to reach.

 Commercialisation of clean coal technologies may also reduce pressure for further 
renewable energy development. Although it is not renewable, clean coal technology may 
become widely accepted as an environmentally sound alternative to renewable energy. 
The Commonwealth Government has indicated that if it is re-elected in November 2007 it 
would introduce a new target for clean energy to replace the existing mandatory renewable 
energy target. This would allow clean coal and nuclear generation to be counted towards 
the target.
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 Accurately forecasting economic conditions nearly two 
decades ahead is virtually impossible

 The economics of renewable energy will change in the years to 2025, possibly affecting 
the targets. Accurately forecasting economic conditions is diffi cult even in the short term 
and virtually impossible over two decades. 

 Some changes are anticipated while others are speculative. One near term change is the 
introduction of carbon trading in Australia by 2012. Other changes such as changes in 
the price of oil, the declining costs of new technologies as they become mature and the 
possibility of technological breakthroughs, for example in the effi ciency of solar cells, 
have the potential to affect the relative competitiveness of renewable energy. Changes to 
the Western Australian economy may have an impact on renewable energy generators. 

 Finally, changes in the energy effi ciency of homes, offi ce buildings and appliances may 
have a signifi cant effect on energy consumption over the next 20 years. If such changes 
result in lower than expected growth in the demand for electricity, then the targets may be 
more easily reached.

 Forecasting political, social and environmental 
circumstances is diffi cult

 Finally, political, social and environmental circumstances in Western Australia may change 
over the next two decades in ways that affect renewable energy targets. In particular, any 
changes in public attitudes to global warming may affect perceptions of the value of the 
target settings. This has happened with the Commonwealth’s mandatory target which is 
now widely considered to have been set too low.

The Government is likely to meet its Renewable Energy Targets for the 
South West Grid ... continued



AUDITOR GENERAL FOR WESTERN AUSTRALIA
RENEWABLE ENERGY: KNOWING WHAT WE ARE GETTING

35

The renewable energy targets for the South West Grid 
would be measurable and auditable if the Offi ce of 
Energy establishes its proposed scheme for implementing 
the targets
 In a discussion paper in August 2007, the Offi ce of Energy proposed a mandatory scheme to 

implement the targets for the proportion of electricity sold on the South West Grid that will 
be generated from renewable energy sources. In its paper, the Offi ce of Energy proposed 
using the same mechanisms used for the Commonwealth’s mandatory targets.  Under this 
approach, electricity retailers would be obliged to acquire renewable energy Certifi cates 
from accredited generators anywhere in Western Australia to cover a proportion of their total 
sales to customers on the South West Grid. They would demonstrate this by surrendering 
the Certifi cates to the existing Offi ce of the Renewable Energy Regulator. The Regulator 
would audit information provided to it, including accreditation of generators and claims for 
Certifi cates, as it does now for the Commonwealth target and GreenPower program. 

 This proposal is currently subject to public consultation before a decision is made by the 
State Government. If established as proposed, this arrangement would ensure that Western 
Australia’s renewable energy targets were measurable and auditable. 
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