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Aims
In response to the Economy and Infrastructure Committee’s invitation for written
submissions,1 this paper shall address 1(b) from the terms of reference.2 This paper shall
consider various European coal exit strategies in Part A. Subsequently, in Part B, this paper
shall raise the implications of Germany’s contractual compensation strategy3 and suggest
lessons for Victorian law and other local solutions to offset the economic impact of
unemployment caused by the proposed closure of Yallourn Power Station in 2028.
Additionally, in Part B this paper shall deal with the debate surrounding the economic
concerns and suggest the following five potential mitigating strategies (i.e., options):
1. Adopting a mass contractual compensation strategy for the lay‐off of coal workers,
like Germany,4 but on a smaller, local scale. These payouts would be on top of
redundancy packages based on relevant wages covered by the Electrical Power
Industry Award 2020.5 However, this is inadvisable,6 but nonetheless an option.
2. Incentivising retrenched Yallourn coal workers to undertake an introductory
electrotechnology course at TAFE Gippsland (Yallourn campus),7 by paying out a
stimulus package to complete the course – this would be a supplementary package,
given this course is free under the federal JobTrainer programme.8
3. Creating a “feebate”9 style system to generate revenue for the aforementioned
stimulus package. The proposed system will charge Victorian coal companies, so that
the raised money can go towards the future of the renewables industry, vis‐à‐vis
training retrenched coal workers.
4. Adapting existing transformers and transmission lines from Hazelwood and Yallourn
power stations to transport for renewable energy generated in Renewable Energy
Zone V5.10

1

Parliament of Victoria Economy and Infrastructure Committee, 'Submissions ‐ Inquiry into the closure of the
Hazelwood and Yallourn Power Stations ', 29 April 2021) <https://www.parliament.vic.gov.au/eic‐
lc/article/4673>.
2
Parliament of Victoria ‐ Committees Legislative Council Economy and Infrastructure Committee, Inquiry into
the closure of the Hazelwood and Yallourn power stations Terms of Reference 17 March 2021 ).
3
Yannic Rack, 'Germany approves €4.35B compensation contracts for coal plant closures' (Pt SNL Financial LC)
(2020)(Journal, Electronic).
4
Ibid.
5
Electrical Power Industry Award 2020 ('Electrical Power Industry Award 2020').
6
Frank Jotzo and Salim Mazouz, 'Brown coal exit: A market mechanism for regulated closure of highly
emissions intensive power stations' (Pt Elsevier B.V) (2015) 48 Economic analysis and policy 71‐81.
7
TAFE Gippsland, 'Certificate II in Electrotechnology (Career Start) ')
<https://www.tafegippsland.edu.au/courses/find_a_course/courses/courses_by_department/trades/electrot
echnology/certificate_ii_in_electrotechnology_career_start>.
8
Ibid.
9
The International Council on Clean Transportation, 'Topics / Feebate systems ')
<https://theicct.org/spotlight/feebate‐systems>.
10
Victorian Government, 'Renewable Energy Zones ') <https://www.energy.vic.gov.au/renewable‐
energy/renewable‐energy‐zones>.
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Category A nations (coal‐free):15 Belgium, Austria and Sweden.
Category B nations (no coal in mix):16 Albania, Cyprus, Estonia, Iceland, Latvia, Lithuania,
Luxembourg, Malta, Switzerland and Norway.
Category C nations (phase‐out by 2025):17 Portugal, France, UK, Hungary, Italy, Ireland and
Greece.
Category D nations (phase‐out by 2030):18 Denmark, Finland, Netherlands and Slovakia.
Category E nation (phase‐out after 2030):19 Germany.
Category F nations (phase‐out under discussion):20 Czech Republic, North Macedonia,
Slovenia and Spain.
Category G nations (no phase‐out discussion):21 Bulgaria, Bosnia‐Herzegovina, Croatia,
Kosovo, Montenegro, Romania, Poland Serbia and Turkey.
A noteworthy point is that Category C and D nations currently possess a combined coal
power generation capacity of 35.4 gigawatts.22
There are some intriguing observations for Category A: the Austrian government did not
bring about this nation’s coal exit,23 rather the last two Austrian coal plants elected to cease
operating of their own accord.24 Similarly, the Belgian government did not announce a
specific coal shut down policy; Belgium’s coal exit came about by EU pollution laws carrying
out a gradual shut down of coal power plants.25

15

Ibid. 11.
Ibid. 12.
17
Ibid.
18
Ibid.
19
Ibid.
20
Ibid.
21
Ibid.
22
Ibid. 1
23
Ibid.
24
Ibid.
25
Ibid. 2.
16
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Two examples of Coal Exit Legislation
The Renewable Energy Sources Act (EEG 2017)26
Section 61e(3)2 of this Act states that27
the electricity generation installation which replaces the existing installation or the older
existing installation has not been fully depreciated under commercial law if the renewal or
replacement alters the generation of electricity on the basis of hard coal or lignite to
generation of electricity on the basis of gas or renewable energy sources at the same site.

The second example comes from a German coal exit Bill, which passed both houses on the
third of July 202028 ‐ and became effective on the fourteenth of August 2020.29
Kohleaustiegsgesetz, [“Law to reduce and end coal‐fired power generation and to amend
other laws (coal exit law)”]30
The first noteworthy provision is “B. Solution(s),”31
“the exit from coal‐fired power generation can have an impact on the electricity market
price. With this legal relief for electricity consumers, it is possible to compensate for
increases in electricity costs caused by the phasing out of coal. From 2023 onwards, a
subsidy on the transmission network charges can be granted. In addition, a wide set of
measures enables further relief for energy‐intensive electricity consumers.”32

Regarding “essential content of the scheme,”33 this detailed provision outlines a tendering
process to enable the “[r]eduction of the power generation from coal by way of (a)
tendering process.”34A translation of this section is as follows:35

For the time period from 2018 to 2022 the [‘Wachstum, Strukturwandel, und Beschaftigung’
‐ ‘Growth, Structural Change, and Productivity’] Commission recommended that the
generation of coal power plants on the market be reduced to around 15GW. In the years
from 2023 to 2030, the WSB commission recommended a voluntary premium for the closure
of hard coal capacities. The solution should include regulations about socially responsible

26

Renewable Energy Sources Act (EEG 2017) 2017 (Germany ) ('Renewable Energy Sources Act (EEG 2017)').
Ibid. 83 (emphasis added).
28
Federal Ministry for Economic Affairs and Energy, 'Law to reduce and end coal‐fired power generation and
to amend other laws (coal exit law)', 08/14/20)
<https://www.bmwi.de/Redaktion/DE/Artikel/Service/kohleausstiegsgesetz.html>.
29
Ibid.
30
Joshua Woodyatt, 'Kohleausstiegsgesetz Translated Excerpts') <https://anu365‐
my.sharepoint.com/:w:/g/personal/u7046093_anu_edu_au/Ec‐7YRNJmUFDg14S5ecg2q4B‐
WBEUQ8UnZuLbkD5ivA2wQ?e=iKeafN>.
31
Google Translate, 'Translated German Coal Exit Bill ', 16/05/21) <https://anu365‐
my.sharepoint.com/:b:/g/personal/u7046093_anu_edu_au/EYKD7Y7dEthGqNEqaYdZKKIBzopFRzMITXjBW778j
SakaA?e=hPrNLX>.3.
32
Ibid. 3‐4 (emphasis added).
33
Woodyatt (n 28 1.
34
Ibid.
35
Ibid. 1‐2.
27
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design as well as providing compensation for these service providers, calculated by
reference to objective criteria. exit whilst providing appropriate compensation for the
operator. The degree of the compensation could also be determined by tender. These
recommendations will be implemented in Article 1 with the tendering process from (3).
Article 1(3) governs the fundamentals of the tendering process, the process and the
implementation of the tender results. This law envisages voluntary tendering processes to
begin in 2020 at which point in time the mitigation of expensive detriments for the business
[models] of coal‐fired power plants and the technical network criteria to ensure the security
of supply will have been taken into account. The surcharge is to form through a combination
of the CO2 emissions and the price offered, using a key figure to determine the climate
benefits and cost efficiency. For the coal‐burning ban, operators of coal‐burning power
plants can apply until the year 2026 for tenders with a value assigned to each tender at a
certain tender volume. Affected coal facilities receive through the tender, as was
recommended by the WSB commission, financial compensation. As a legal consequence of
the surcharge rate a ban will come into effect on the burning of coal by those coal‐burning
plants after a legally set number of months. For the years 2020 and 2021 two abridged
tender processes will take place, in order to still facilitate the first cessations of coal‐fired
plants in 2020 and 2021. For the coal‐burning ban, operators of coal‐burning power plants
can apply until the year 2026 for tenders with a value assigned to each tender at a certain
tender volume. For each tender a maximum bidding value will be set out (‘the maximum
price’). As a legal consequence of the surcharge there will exist alongside the ban on coal‐
burning for affected coal‐fired plants a payment claim at the highest bidding value up to the
level of the maximum price (the ‘coal surcharge.’) The operators have the opportunity,
furthermore, to burn other energy fuels like (for example) biomass at their facility.
Participation in tenders is voluntary. In principle and in the spirit of this law all operators of
coal‐fired plants are eligible to participate, provided they can apply for and prove that they
have not taken advantage of the coal replacement bonus under section 7c … which provides
for a surcharge. … A legally binding shutdown agreement is irrevocable … Bids can be
submitted by an operator for one or more coal‐fired plants. Operators of combined heat and
power plants can choose if they participate in either the tender or the coal replacement
bonus under section 7c KWKG … Bids will, in the case of oversubscription to the tender, be
surcharged consecutively, with the highest emission saving for the price offered being
considered first (modified competition). TO this end, audited historical emissions will be
used as a basis. Through this the total costs of the measures will be reduced, and the saved
greenhouse gas emissions will be considered. On the basis of supply security, the ordering of
surcharges will be considered with regards to both the network aspects and the
oversubscription of the tender. For each bid, after ordering by price per tonne of carbon
dioxide saved, a network factor will be added, that charts the network relevance of the coal‐
fired plant and its influence on the order of coal‐fired plants. In the first tender mainly coal‐
fired plants in the southern region will be closed. On signing, all allowable bids receive a
surcharge. Moreover, from the award of the contract for the target date of 2024, the
statutory reduction applies by order of the Federal Network Agency to the difference
between the tender volume and the sum of the bid quantities of the awarded bids.

7 of 14

LC EIC
Inquiry into the Closure of the Hazelwood and Yallourn Power Stations
Submission 007
Received 20 July 2021

Evidently, this proposed tendering process is multifaceted, demonstrating the German
government’s intention to find multiple ways of mitigating the economic impacts of coal
exit, both for consumers and operators.36

Part A Conclusion
Part A has demonstrated the significant demand for coal exit in Europe,37 and a legislative
framework that pays due attention towards managing the economic concerns raised by coal
exit can be developed. Section 61e(3)2 of the EEG38 provides coal operators the opportunity
to combat depreciation under German commercial law by converting to renewable gas or
energy sources. Despite the associated challenges, the State government ought to consider
coal exit as entirely feasible, given the balance between economic risks and opportunities
(see Part B).

36

Ibid.
Europe Beyond Coal (n 11.
38
Renewable Energy Sources Act (EEG 2017) (n 26
37
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Part B: Economic Implications of Germany’s Coal Exit Strategy,
Lessons for Victorian Law and Alternative Local Solutions
The Economic Impact of Retrenchment in the Coal Industry Versus the Environmental
and Public Health Benefits of Coal Exit.
Recent research about the financial implications of decarbonisation and coal exit has been
divergent.39 On one hand, it has been argued that a significant economic impact of coal exit
is the redundancies of power station workers and coal miners, particularly in rural
communities.40 On the other hand, it has been stressed that the environmental and public
health benefits (on an intergenerational scale) that are associated with coal exit must take
precedence over the associated employment repercussions.41 Furthermore, legislatures
have been called upon to “seek a mandated coal phase‐out in line with international climate
targets,”42 this is because moving away from the “high negative externalities”43 of coal
power has been touted as “economically beneficial.”44 The second argument holds more
merit, as retrenched workers may be compensated (see the upcoming discussion); the same
cannot be said for the environment, in a monetary sense. Assuming the closure of Yallourn
power station goes ahead, the following four mitigating strategies (i.e., solutions) are
worthy of consideration.

39

Katharina Baudisch and Dörte Fouquet, 'Germany´s coal exit plan – a legal and political outline on how
Germany plans to phase out coal fired power stations by 2038' (Pt Claeys & Casteels Publishing BV) (2019) 9(2)
Renewable Energy Law and Policy : RELP 45‐59; Keles and Yilmaz (n ; Pao‐Yu Oei, Hanna Brauers and Philipp
Herpich, 'Lessons from Germany’s hard coal mining phase‐out: policies and transition from 1950 to 2018' (Pt
Taylor & Francis) (2020) 20(8) Climate Policy 963‐979; Sebastian Rauner et al, 'Coal‐exit health and
environmental damage reductions outweigh economic impacts' (Pt Nature Publishing Group) (2020) 10(4)
Nature Climate Change 308‐312.
40
Martin Kittel et al, 'Scenarios for Coal‐Exit in Germany—A Model‐Based Analysis and Implications in the
European Context' (Pt MDPI AG) (2020) 13(8) Energies 2041. 15.
41
Rauner et al (n 40 1.
42
Kittel et al (n 41 16.
43
Ibid.
44
Ibid.
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Mitigating Strategy 1: Contractual Compensation
In June 2020, the German national government approved compensatory contracts with a
combined value of 4.35 billion Euros,45 which is equivalent to 6,853,133,550 AUD.46 This
scheme was met with stiff resistance and/or criticism by the state legislature and hard coal
operators.47
In terms of determining compensation for the latter stakeholder, it has been suggested
that:48
[i]n order to arrange the coal phase‐out amicably, the contractual arrangements with the
operators also provide for compensation payments for the planned decommissioning of
coal‐fired power plants. The amount of the compensation is to be determined by means of
tenders and supplemented by the regulations on security readiness.
For a detailed sample of the German tendering process,49 please refer to Part A.

Applying this German Compensatory Scheme in a Victorian Context ‐ Mitigating Strategy 1
Based on the aforementioned German system of mass pay‐outs,50 an available option is for
the Victorian government to consider payouts on a local scale. This should be based on the
loss of income stated in the various relevant provisions listed in the Electrical Power Industry
Award 2020.51
However, the idea of implementing this type of scheme has been met with criticism here in
Australia, for the following reasons:52
Firstly, … payments‐for‐closure schemes can lead to unhealthy expectations of future
industry subsidies from government and therefore a deferral of plant closure decisions with
associate emissions. Secondly, the politics of paying significant sums of taxpayers’ money to
the owners of old, highly emissions intensive power stations would be highly problematic. It
also does not fit the narrative of the present Emissions Reduction Fund (ERF) mechanisms,
which is one of subsidi[s]ing businesses taking positive actions to move to cleaner
production processes, not of compensation payments to sunset industries.

Given this is the case, compensatory payments ought to be paid to workers, and not to their
employers.

45

Rack (n 3
Google, '4,350,000,000 eur to AUD') <https://www.google.com/search?rlz=1C1CHBF_en‐
GBAU855AU855&sxsrf=ALeKk015vKv8k34BXYeNSBXz9jlxK1Tw1A:1621772940324&q=4,350,000,000+eur+to+A
UD&spell=1&sa=X&ved=2ahUKEwi7lI6A59_wAhV1meYKHQGeCgQQBSgAegQIARAx&biw=1920&bih=937>.
47
Rack (n 3
48
Baudisch and Fouquet (n 40 50.
49
Woodyatt (n 30.
50
Rack (n 3.
51
Electrical Power Industry Award 2020 (n 5.
52
Jotzo and Mazouz (n 6 74.
46
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Furthermore, a better option might not just be to consider a payout process for workers as a
purely compensatory measure, but to consider this as an opportunity to invest in coal
workers being directed into the highly lucrative renewable energy sector53 (see the
upcoming discussion for mitigating strategy two).

Mitigating Strategy 2: Investing in Renewable Energy Vocational Training.
Recently, there has been a push towards advocating for more renewable energy jobs,54 and
this sector has even been deemed as the conductor of a renaissance of Australia’s
manufacturing industry.55 One criticism that has been levelled is that this trend has not been
capitalised upon, due to a “lack of political foresight and courage.”56 It would be remiss to
deny the nationwide potential of this sector, given the most recent report by the Australian
Bureau of Statistics,57 wherein it was projected that there were 26,850 full‐time jobs in the
renewable energy sector in 2018‐19,58 which was a 27% increase from the previous
year,59and a 120% increase over a decade.60
In terms of making a solid case for the Victorian government to consider investing in future
renewable energy workers, rather than merely compensating affected cold workers, it has
been recently stated that solar and wind farm workers $3,847 (without superannuation)
AUD per week (4,051.70 with super).61 This amount was calculated in the following manner:
$1440 from regular wages, $1920 from overtime, $240 from site allowance and $203.96
from super.62 Evidently, this is a sector in which the State government must invest in, as
doing so will address the criticism and assist the affected coal workers in their journey
towards finding new employment.
In terms of vocational training itself – the State Government should consider offering
affected coal workers a stimulus payment (supplementary to the JobTrainer programme, for
which this course is eligible),63 to complete “UEEE22011 Certificate II in Electrotechnology
(Career Start).”64

53

CFMEU Construction, 'Up to $4,000 per week!').
Michael Mazengarb, 'Australian renewable energy jobs surged to new record levels in 2018‐19', 7 April 2020
) <https://reneweconomy.com.au/australian‐renewable‐energy‐jobs‐surged‐to‐new‐record‐levels‐in‐2018‐19‐
62483/>; Sophie Vorrath, 'If Australia wants more jobs, it needs to choose renewables over gas', 29 September
2020) <https://reneweconomy.com.au/if‐australia‐wants‐more‐jobs‐it‐needs‐to‐choose‐renewables‐over‐gas‐
92863/>; Dan Nahum, 'Renewables, not gas, will power resurgence of Australian manufacturing', Renew
Economy Clean Energy News and Analysis 14 May 2020) <https://reneweconomy.com.au/renewables‐not‐gas‐
will‐power‐resurgence‐of‐australian‐manufacturing‐32188/>.
55
Nahum (n 55.
56
Ibid.
57
Australian Bureau of Statistics, 'Employment in Renewable Energy Activities, Australia', 06/04/2020)
<https://www.abs.gov.au/statistics/labour/employment‐and‐unemployment/employment‐renewable‐energy‐
activities‐australia/latest‐release>.
58
Ibid.
59
Ibid.
60
Ibid.
61
CFMEU Construction (n 54.
62
Ibid.
63
TAFE Gippsland (n 7.
64
Ibid.
54
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Given the booming renewable jobs, and the concerns regarding the inadvisability of
conventional compensatory payouts raised in the preceding section, I strongly advise the
Victorian Government to consider implementing this mitigating strategy over the first one.

Mitigating Strategy 3: Generating Revenue to Fund a Stimulus Package for Coal
Workers
The premise behind this solution is adapting the concept of a “feebate,”65 which is a system
that “impose[s] a fee on vehicles with high CO2 emissions or fuel consumption (i.e., low fuel
economy) and provide[s] a rebate to vehicles with low CO2 emissions or fuel consumption
(i.e., high fuel economy).”66 My suggestion is that as the coal operators are being phased
out, that they pay a nominal annual fee, based on their amount of CO2 emissions per year.
Instead of the revenue being paid in the form of a ‘rebate’ towards renewable energy
providers directly, the renewable sector ought to benefit through the increased number of
trained workers. That is to say, the retrenched coal workers should be the recipients of what
is effectively a ‘rebate’ for undertaking vocational training (as previously mentioned in the
previous mitigating strategy.) In so doing, the renewable operators, as prospective
employers of these re‐qualified former coal employees, will then have then be secondary
recipients of ‘feebate’ employees. As an added bonus, this option provides a viable method
of generating income for implementing the previous mitigating strategy.

Mitigating Strategy 4: Re‐purposing Existing Transformers and Transmission lines from
Hazelwood and Yallourn Power Stations
Transformers and transmissions lines are required for the transport of electricity produced
by all methods of generation67(bearing in mind that renewable energy must be converted
into electricity).68 Gippsland (Renewable Energy Zone V5)69 is currently listed as a high
“delivery risk,”70 and has a capital cost of $398‐$930 million.71 The actual cost might end up
in the ball park of the lower bracket, if the Victorian government considers repurposing the
existing transformers and transmission lines present at Hazelwood and Yallourn to
streamline its coal exit.
Furthermore, retrenched workers from both stations can be employed to oversee this
process. This can be added to the “[e]xpected benefit(s),”72 of this project in Renewable
Energy Zone V5.73
65

The International Council on Clean Transportation (n 9.
Ibid.
67
Australian Energy Regulator, 'DRAFT DECISION Ergon Energy Distribution Determination 2020 to 2025
Overview', October 2019) <https://www.aer.gov.au/system/files/AER%20‐%20Ergon%20Energy%202020‐
25%20‐%20Draft%20decision%20‐%20Overview%20‐%20October%202019_0.pdf>. 17
68
Ibid.
69
Victorian Government (n 10.
70
Land Department of Environment, Water and Planning,, 'Victorian Renewable Energy Zones Development
Plan Directions Paper', February 2021)
<https://www.energy.vic.gov.au/__data/assets/pdf_file/0016/512422/DELWP_REZ‐Development‐Plan‐
Directions‐Paper_Feb23‐updated.pdf>. 13.
71
Ibid.
72
Ibid.
73
Victorian Government (n 10.
66
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Part B Conclusion
Of the four mitigating strategies raised, the first one is the most inadvisable.74 The Victorian
government should consider the other three as viable options that help with managing the
financial ramifications of coal exit ‐ the main objective is to invest in a booming industry,75
for a more sustainable future.
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