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Implementing 
Agency Clean Energy Regulator

Background 

Greenhouse gas emissions from electricity gener-
ation account for roughly one third of Australia’s 
annual emissions, and stem from the country’s 
heavy economic reliance on coal and natural 
gas1. In 2001, the Australian federal government 
introduced the Renewable Energy Target (RET) 
Scheme to curb these emissions and encourage 
the development and sustainability of the re-
newable energy sector. The scheme, based on a 
renewable energy certificate trading platform, 
is primarily under the charge of the Clean En-
ergy Regulator (CER)a. The CER administers the 
scheme, managing the trading platform, while the 
Department of the Environment plays a collabo-
rative role, providing policy advice and imple-
mentation support2.

The scheme aims to divest the country’s electrical 
grid away from coal-powered electrical genera-
tion by subsidising the adoption of renewable en-
ergy and obligating its use by electricity retailers. 
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a The Clean Energy Regulator is a federal body responsible for administration of various carbon emissions and renewable energy related 
   legislation



Since its inception, this scheme has had consider-
able success in achieving its aims, prompting its 
expansion in 2009. The scheme stipulates that by 
2020, renewable energy sources should account 
for 20 per cent of the country’s electrical supply. 
The initial two per cent renewable energy target 
was increased to twenty per cent in 2009, translat-
ing into a fixed target of 41,000 gigawatt hours per 
annum by 2020 (table 1)3. 

Table 1: Annual renewable energy certificate purchase 
targets, 2011-2030.

Source: Clean Energy Regulator, 2012 
About the Renewable Energy Target

The Project

Certificates are based on the amount of electric-
ity in megawatt hours generated or displaced by 
accredited renewable energy sources. Renewable 
energy power stations and owners of small-scale 
renewable energy systems are awarded certifi-
cates. Liable entities (typically electricity retailers) 
are legally obligated to buy a set amount of these 
certificates per year. These certificates are surren-
dered to the RET, demonstrating the entities’ com-
pliance with the scheme.

As of January 2011, the RET has been split into 
two schemes – (a) the Large-scale Renewable En-
ergy Target (LRET) and (b) the Small-scale Renew-
able Energy Target (SRET). The LRET and SRET 
schemes exist within individual markets, with sep-
arate obligations for liable entities. These certifi-

cates are not interchangeable, thus creating a leg-
islated demand within both markets. Certificates 
are sold and bought in their respective markets 
where prices vary based on supply and demand2. 
Both markets have seen substantial growth since 
2001 (see figure 1 and figure 2).

Figure 1: Large-scale renewable energy certificates 
created by fuel source, 2001-2013

Source: Clean Energy Regulator, Register of Large-scale Generation 
Certificates, current at 3 June 2014.

Figure 2: Historical generation and displacement from 
small-scale solar power and solar water heaters

Source: Australian Government, Renewable Energy Target Scheme: 
Report of the Expert Panel. 
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Certificates are managed through an online plat-
form which allows certificate creation, registration 
and purchasing. Liable entities are required to buy 
a set amount of renewable energy every year, as 
are determined annually relative to the anual tar-
get (table 1). If a liable entity fails to surrender the 
required number of certificates, they are charged 
the difference of certificates at a set rate, per cer-
tificate. All participants in the registry (producers 
and consumers) can be audited at any time2.

THE LRET

For LRET certificate eligibility, power stations 
must generate power from approved renewable 

energy sources. Power stations must undergo en-
vironmental assessments for accreditation, abid-
ing by federal and state/territorial requirements, 
and must provide annual compliance statements 
thereafter. Currently there are fifteen types of 
renewable energy sources used in accredited 
power stations, the most significant of which are 
wind, solar, hydro, biomass, and landfill gas.  As 
of July 2014, 416 power stations were accredited 
under the LRET scheme, while large-scale renew-
able energy production had grown roughly 5,100 
MW to 13,100 MW from the 2001 baseline4. The 
large-scale certificate market is demonstrated in 
figure 3. 
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Figure 3: The Large-scale Renewable Energy Target explained

Source: Australian Government, 2012, About the Renewable Energy Target

THE SRET

The SRET scheme provides a financial incentive 
for the installation of privately owned small-scale 
renewable energy systems. Owners must provide 
documentation of compliance with the legislated 
system requirements for the creation of certificates. 
Certificates are generated from eligible solar water 

heaters, heat pumps, and small-scale solar panels, 
wind and hydro systems2. Since the establishment 
of the SRET, over two million small-scale renew-
able energy systems have been installed, primar-
ily solar systems. The SRET scheme has seen over 
110 million certificates created, accounting for 
$4.2 billion in traded certificates4. The small-scale 
certificate market is demonstrated in figure 4.
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Impacts

The scheme has been successful in stimulating 
growth of the renewable energy sector, investment 
in renewable energy power stations and adop-
tion of small-scale renewable energy systems. Of 
the ninety liable entities operating in 2013, 99.97 
per cent small-scale certificate compliance and 
99.98 per cent large-scale certificate compliance 
was achieved3. Renewable electricity generation 
has nearly double as a result of the scheme1, while 
wind and solar power usage have increased 400 
per cent. The RET scheme is also credited with sup-
porting 21,000 jobs and having mitigated over of 
20 million tonnes of carbon. Some regions of the 
country, such as Adelaide, have already exceeded 
the 2020 renewables target4.

2013 marked the greatest national annual carbon 
dioxide reduction in the past 24 years, driven by 
energy provision changes in the electricity sector. 
Electricity sector emissions fell 5 per cent over the 
course of the year, while all but one other indus-
try’s emissions levels rose1. This reduction is likely 
the compounding result of a number of initiatives, 

however, the RET scheme has been credited with 
playing a major role.

While the success of the program is evident, the 
future of the program is in question as the RET is 
currently under federal review. A review report 
recently commissioned by the federal govern-
ment has suggested the scaling back of the pro-
gram, citing the scheme as ‘a high cost approach 
to reducing emissions’4. In contrast, however, 
independent studies led by the Climate Institute 
suggest that there would be no decline in electric-
ity pricing with the weakening of the RET scheme, 
while investment in the renewable energy sector 
would likely significantly decline5. 

As of October 2014, the future of the program 
is yet to be decided, however, the reduction or 
abolishment of the RET scheme would follow 
suit with the recent decision to abolish the Car-
bon Tax Emissions Trading Scheme. Such actions 
would likely significantly reduce investment and 
research in the renewable energy sector, adoption 
of renewable energy technologies, and increase 
electricity sector emissions.
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Figure 4: The Small-scale Technology Certificate (STC) market explained 

Source: Australian Government, 2012, About the Renewable Energy Target
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