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The Business Council of Australia is a forum for the chief executives of Australia’s largest 

companies to promote economic and social progress in the national interest.  

About this submission 

This is the Business Council of Australia’s submission to the New South Wales (NSW) 

Climate Change Policy Framework. The aspirational long-term objectives of the NSW 

government’s new policy framework are to: 

 achieve net-zero emissions in NSW by 2050, and 

 make NSW more resilient to a changing climate. 

The policy framework includes a range of proposed policy initiatives that are aimed at 

dealing with the challenges presented by climate change. To inform the public 

consultation process, the NSW government has released the following two discussion 

papers: 

 NSW Climate Change Fund Draft Strategic Plan (Strategic Plan) 

 A Draft Plan to Save NSW Energy and Money (Energy Saving Plan) 

The framework that has been proposed by the NSW government demonstrates the 

constructive role that state governments can play when developing climate change policy. 

For example, policies aimed at improving the range of energy efficiency information 

available in the market and the continuation of measures that assist communities to adapt 

to climate change, are both welcome initiatives that can effectively complement a national 

policy framework. 

However, some of the policy initiatives that have been put forward by the NSW 

government are likely to increase the cost of carbon abatement and create unnecessary 

divergences from the national policy framework. The Business Council of Australia’s 

submission therefore reinforces the importance of a coherent national climate change and 

energy policy framework. 

Key considerations 

 Australia needs a national policy framework 

The NSW government’s commitment to advocating for policy reform through the COAG 

Energy Council should be encouraged. However, in some instances, the policy initiatives 

that have been put forward would see the NSW government develop state-based policy 

that would be inconsistent with the national framework and this should be avoided.  
 

 Subsidising renewable energy projects is inefficient and potentially costly 

The additional subsidisation of renewable energy projects to ensure projects constructed 

under the federal RET are built in NSW only serves to increase the cost of delivering the 

national scheme. Further, the proposed subsidisation model exposes the NSW Climate 

Change Fund (CCF) to a potentially large financial liability. 

 
 Large energy users already have strong energy efficiency incentives 

While some large energy users may benefit from the assistance being proposed under 

section 3.1 of the Energy Saving Plan, the decision as to whether to take part in such a 
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scheme should be voluntary to ensure businesses do not face unnecessary compliance 

costs. 

 
 Use transparent government-funding  

Wherever possible, government policies should be funded using transparent and easy to 

calculate methods. The CCF is primarily funded by mandatory contributions that are levied 

on all NSW electricity consumers (and collected by distributors). Such an opaque 

approach to funding climate change policy lacks transparency and reduces accountability 

for the initiatives funded by the CCF. 

 
 State governments are well placed to develop adaptation strategies 

Mitigation and adaptation measures, operating in parallel, will both play a role in dealing 

with the challenges presented by climate change. The Business Council strongly supports 

the further development of adaptation strategies, as these policy initiatives do not distort 

or interfere with the national policy framework and form a key part of the overall policy 

solution to dealing with the challenges presented by climate change.  

Integrated energy and climate change policy 

Unconstrained climate change would have serious economic, environmental and social 

consequences for Australia. The 21st Conference of the Parties meeting in Paris in 

December 2015 reached a historic agreement (Paris Agreement) to limit global 

temperature rises to ‘well below two degrees Celsius’. To achieve this will require deep 

global emissions reductions with most countries, including Australia, eventually reducing 

net greenhouse gas emissions to zero. 

Australia needs a suite of durable climate change policies that are integrated with broader 

energy policy and are capable of delivering Australia’s emissions reduction targets, at 

lowest possible cost, while maintaining competitiveness and growing Australia’s future 

economy. 

A suite of integrated energy and climate change policies should: 

 be national and durable wherever possible, driven by bipartisan support 

 be capable of achieving our committed emission reduction targets at lowest possible 

cost 

 be scalable to meet future emission reduction targets while managing risk and 

uncertainty 

 be flexible in the face of changing technology costs and consumer preferences 

 be investable across all sectors and time horizons and provide confidence that long-

term investment decisions can be made and adequate returns earned 

 facilitate well-functioning energy markets, security of supply and cost-effective energy 

delivery 

 regain our energy comparative advantage 

 support domestic abatement wherever it is efficient and internationally recognised, to 

drive transformation of the Australian economy 

 make use of internationally recognised abatement from overseas to ease the transition 

and costs 
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 prevent the unnecessary loss of competitiveness by Australia’s trade exposed 

industries and be cognisant of the second-order effects of the chosen policy suite 

across all sectors of the economy 

 avoid disproportionate impacts on vulnerable people and low-income households and 

provide assistance if necessary, and 

 assist the successful transition of communities that are especially vulnerable to 

economic shocks or physical risks. 

 

Key issues 

National policy and legislation is a preferred approach 

Harmonised action by state and territory governments has the potential to complement 

national carbon policies in important areas such as planning and land clearing. However, 

unilateral action by state and territory governments can also undermine progress towards 

reducing emissions at lowest possible cost and add to the stock of burden in climate 

change regulation.  

Where there are state-based climate change policies, governments should ensure they 

are consistent with national legislation, minimise variations between jurisdictions and are 

only enacted to address clear gaps or unique state circumstances. In relation to energy 

efficiency measures, these should only be undertaken where the benefits outweigh the 

costs. Poorly designed schemes increase costs on consumers without commensurate 

gain, or can reward behaviour that is not ‘additional’ and would have occurred anyway.  

The Business Council supports initiatives that aim to increase the provision of information 

available to tenants, prospective home buyers and financial support to vulnerable 

households. The Business Council also supports the national focus that the NSW 

government has committed to in the development of its proposed policy framework. All 

jurisdictions in Australia should continue to work through the COAG Energy Council when 

developing policy initiatives that are best suited to operate at a national level. 

For example the NSW government should continue to look to advocate for changes to 

energy efficiency standards through the relevant national code (such as the National 

Construction Code) or the appropriate national policy framework (such as the Ministerial 

Forum on Vehicle Emissions).  

Subsidising renewable energy projects is inefficient and potentially costly 

Under section 2.1 of the Strategic Plan, the NSW government puts forward a range of 

potential policy initiatives that could see NSW ‘capture a fair share’ of the federal RET.1 

One of the proposed initiatives would see NSW use a competitive contracts for difference 

(CfD) funding model to guarantee a minimum price for output from up to 250 MW of new 

large scale renewable energy.  

From the information provided in the Strategic Plan, it is not clear why the NSW 

government believes this form of subsidisation is needed. As is highlighted in the 

  
1 NSW Department of Environment & Heritage, NSW Climate Change Fund Draft Strategy Plan: 2017 to 2022, 

October 2016, p. 14 
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framework discussion paper, NSW is home to Australia’s largest utility scale solar plants 

at Nyngan, Moree and Broken Hill.2 In 2014-15, NSW had more ongoing renewable 

energy jobs than any other state or territory in Australia.3 These outcomes were achieved 

in the absence of the policy interventions being proposed under 2.1 of the Strategic Plan.  

Projects being built under the RET are already subsidised through the framework 

established by the federal government (electricity customers are the party that ultimately 

pays the RET subsidy). When state governments offer additional subsidies through the 

use of CfDs to entice projects to be constructed within their jurisdiction, they are distorting 

the operation of the RET. This occurs because projects are no longer built in the most 

economically viable location, and instead proponents make investment decisions that are 

influenced by the subsidies on offer. From a national efficiency perspective, such an 

incentive structure leads to sub-optimal, less cost-effective outcomes.4 

Further, subsidising renewable energy projects via a CfD mechanism can end up being 

significantly most costly than anticipated. A range of jurisdictions across Australia (such as 

South Australia, Victoria, Queensland and the Australian Capital Territory) have 

committed to (or are considering committing to) aspirational or legislated renewable 

energy targets that are more ambitious than the federal RET. If these state-based 

renewable energy targets lead to the construction of more renewable energy projects than 

are needed to meet the federal RET, this could render some renewable energy projects 

financially unviable.  

This situation could arise if the wholesale price of electricity is supressed and the price of 

large scale generation certificates (LGCs) falls dramatically in an oversupplied market. In 

such an environment, a CfD obligation could expose the CCF to higher subsidies being 

paid than is currently anticipated. This exposure could therefore come from lower 

wholesale electricity prices and/or lower LGC prices. Such cost blowouts would have to be 

paid for by either the NSW electricity consumer (via increases in the CCF levy) or the 

NSW taxpayer (via direct budget transfer from the NSW Treasury).  

Large energy users already have strong energy efficiency incentives 

Under section 3.1 of the Energy Saving Plan, the NSW government has proposed an 

initiative that would see assistance provided to large energy users in order to help them 

prepare energy saving plans.  

Generally, large users of energy have an already existing and strong cost-incentive to 

implement practices that maximise energy efficiency. The unnecessary imposition of 

additional reporting obligations for large users will only add to the compliance costs faced 

by these users, without any overall energy efficiency benefits achieved.  

  
2 NSW Department of Environment & Heritage, NSW Climate Change Policy Framework, October 2016. p. 4 
3 ibid. 
4 Business Council of Australia, Submission to the Queensland Renewable Energy Target Expert Panel, 

November 2016, p. 7 available online at www.bca.com.au/publications/submission-to-the-queensland-
renewable-energy-target-expert-panel 

 

http://www.bca.com.au/publications/submission-to-the-queensland-renewable-energy-target-expert-panel
http://www.bca.com.au/publications/submission-to-the-queensland-renewable-energy-target-expert-panel
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Therefore, any programs that are designed to assist large energy users should not be 

compulsory. This would mean that large energy users could decide to opt-in to the 

scheme based on whether they consider the assistance is required. Although section 3.1 

does discuss the ability for large users to be granted exemptions, an opt-in system would 

ensure unnecessary compliance costs are avoided from the outset. 

Under section 3.1, reference is made to the potential adoption of the international energy 

management system standard ISO 50001. This proposal is based on the application of 

the ISO 50001 standard in Germany and the United States. Standards such as ISO 50001 

should only be implemented following a thorough cost/benefit analysis and should be 

considered for introduction at a national level, rather than at a state or territory level. 

Use transparent government-funding 

Under the Energy and Utilities Administration Act 1987 (the Act), the CCF is paid for via a 

levy imposed on NSW electricity users and collected by NSW electricity distributors. 

According to the 2015/16 Annual Report, the total contribution made by the three NSW 

distribution entities during that financial year totalled over $308 million.5  

This means that electricity users in NSW paid over $308 million for their electricity in 

addition to what would be required without the CCF levy. However, section 34H of the Act 

(which specifies the information that needs to be included in the Annual Report) does not 

require the NSW government to provide a per user breakdown of the cost of the CCF levy.  

In December 2016, the Australian Energy Market Commission estimated that the cost of 

environmental policies for the average electricity user per year in NSW was 8.2% of the 

average annual bill of $1403 (however, this figure includes all environmental schemes 

including the federal RET).6 This equates to an additional electricity cost of about $115 per 

year, per household.  

Increases in electricity costs hurt vulnerable consumers hardest, as these users are not 

well placed to avoid rising electricity costs by spending money on energy efficiency 

measures. Therefore, a growing CCF levy contribution is a regressive way to fund climate 

change policy. 

The Business Council is also concerned about the opaqueness of using such a 

mechanism to fund government policy. Wherever possible, climate change policies should 

be funded using direct budgetary allocations. If a levy is used to raise funds for climate 

change policy initiatives, then NSW electricity consumers should be regularly provided 

with transparent information about their per-household annual contribution to the CCF. 

State governments are well placed to develop adaptation strategies 

To effectively respond to the challenges of climate change, the development of both 

mitigation and adaptation policy initiatives is crucial. This is because no matter how 

effective Australia’s mitigation strategies are, the earth’s temperature is predicted to 

continue to increase. As the effects of climate change will be felt across NSW, it is vital 

  
5 NSW Climate Change Fund, Annual Report 2015-16, p. 5 
6 Australian Energy Market Commission, 2016 Price Trends Report, p. 103  

https://www.google.com.au/url?sa=t&rct=j&q=&esrc=s&source=web&cd=1&cad=rja&uact=8&ved=0ahUKEwiA7Z7vjs3QAhVEipQKHRXABX4QFggaMAA&url=https%3A%2F%2Fwww.ipart.nsw.gov.au%2F&usg=AFQjCNFAqEIgirQh3WBNfDc69aPHUveuIw&bvm=bv.139782543,d.dGo
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that the NSW government has in place effective policy measures to help adapt to the 

impacts of climate change. 

The Business Council therefore strongly supports the continuation of adaptation policy 

initiatives that are aimed at helping NSW communities manage the long-term impacts of 

climate change. State governments are well placed to implement such policy initiatives in 

collaboration with local councils and the relevant community organisations. Further, the 

development of state-based adaptation strategies does not distort or interfere with the 

national policy framework.  

Conclusion 

The Business Council is generally supportive of the approach taken by the NSW 

government in its climate change policy framework. The overall framework is well-targeted 

and demonstrates a keen awareness of the importance of developing policy initiatives that 

are able to effectively complement the national policy framework. Importantly, the NSW 

government has demonstrated an eagerness to advocate for good national policy through 

the COAG Energy Council. 

As discussed above however, there are some areas where the Business Council is 

concerned that policy initiatives will distort the operation of the national policy framework 

or create unnecessary compliance costs. These policy initiatives have the potential to 

increase the costs faced by electricity users in NSW.  
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