Mr Michael McLean

The Secretary

Senate ECITA Legislation

Committee Inquiry into the Renewable

Energy (Electricity) Amendment Bill 2002

Parliament House

Canberra   ACT   2600

12 November 2002

Dear Mr McLean

Submission from Basslink Concerned Citizens Coalition

On 11 October 2002 Hydro Tasmania made a submission on the Energy (Electricity) Amendment Bill 2002 to the Committee Inquiry into the Renewable Energy (Electricity) Amendment Bill 2002 (the “Committee”).  We thank you for your acceptance of the submission.

Hydro Tasmania is concerned to read in a submission also made to the Committee by the Basslink Concerned Citizens Coalition (BCCC) that there appears to be a lack of understanding of the relationship between the Basslink project and the Renewable Energy (Electricity) Act 2000. The submission also contains a number of assertions and omissions made by the BCCC that must to be addressed.

Listed below are the five key areas of concern raised in the submission by the BCCC. Hydro Tasmania has provided a response to each issue accordingly. 

1. The BCCC do not see Basslink as a worthwhile project.

In April 1999, the Tasmanian, Victorian and Commonwealth Governments executed a Memorandum of Understanding (MOU) to ensure joint assessment of the Basslink project and the preparation of an integrated assessment report that would satisfy the requirements of the each jurisdiction. The MOU contains an agreed Combined Assessment/Approvals Process (CAAP). The MOU has been subject to 2 amendments through an the exchange of letters between the respective Governments to reflect firstly, the Victorian legislative requirement of a public hearing following the receipt of submissions on the Draft Integrated Impact Assessment Statement (Draft IIAS) and secondly, to amend the period of public exhibition of the Draft Panel Report from a minimum of 28 days to a maximum of 60 days. This period was agreed by each jurisdiction as being adequate time to make a submission to the Joint Advisory Panel (the “Panel”). 

Basslink has been subjected to the most rigorous social, environmental and economic assessment process in Australian history due to the implementation of the CAAP. Hydro Tasmania believes that the CAAP provided a best practice approach to the assessment of the social, economic and environmental consequences of bringing Tasmania into the National Electricity Market (NEM). The CAAP and the Victorian Terms of Reference (TOR) actually allowed the BCCC the opportunity to raise additional questions and concerns in a separate special forum in Victoria.

The Panel was established to perform the functions ascribed to it in MOU executed by the three Governments in April 1999.  The Panel prepared a Final Panel Report in June 2002 recommending that the Basslink project proceed subject to conditions. The recommendations made by the Panel are reflected in the Final Integrated Impact Assessment Statement (Final IIAS) submitted by the proponent, signifying the end of the assessment process by the Panel. A decision to approve the project was made by each government based on the Final Panel Report, which finds that “the benefits of Basslink are real and substantial” (Final Panel Report 2002:3). The respective Governments accepted this recommendation and have confirmed that Basslink is a beneficial project in bringing benefits to both the State and Commonwealth Governments through the approval of Basslink in September 2002.

2. The BCCC claim that through Basslink, Hydro Tasmania will be claiming Renewable Energy Certificates for its old existing infrastructure.

Basslink is a privately built, owned and operated interconnector which derives its economic viability from arbitrage and contract trading between the Victorian and Tasmanian National Electricity Market regions. 

The relationship between Basslink and the Mandatory Renewable Energy Target (MRET) legislation is that Basslink will allow improved utilization of hydro resources, resulting in additional renewable energy production and a greater and more rapid development of Tasmanian wind farms than without Basslink.  

Without Basslink, wind farm developments would be constrained by the low growth estimates of Tasmanian demand and it is noted by the Basslink Joint Advisory Panel in its Final Panel Report that:

“…considerable uncertainty surrounds the future of wind power in Tasmania, but considers that it is unlikely that the creation of additional wind generation in Tasmania over and above that currently planned will occur in the absence of Basslink. However, an additional 400 MW of wind power capacity, as considered in some of the scenarios  modeled, would constitute a significant proportion of the mandated renewable energy target under the Renewable Energy (Electricity) Act 2000 (Cth)”. (Final Panel Report 2002:12)

These planned wind developments will attract Renewable Energy Certificates (REC’s), which is quite appropriate and indeed is a significant purpose behind the renewable energy legislation.  These credits will be applied to the financial viability of the wind projects and will in no way be applied to the viability of Basslink.

The presence of Basslink will enable additional energy to be generated from existing hydro power stations. The ability to operate the existing facilities at times when energy would otherwise spill in the absence of Basslink provides a real and valuable contribution to meeting the renewable energy target and to underpinning the viability of Basslink.

Hydro Tasmania is also embarking on a major program of refurbishment and upgrade to its generation facilities, aimed at releasing additional renewable hydro generation for the benefit of the Australian community and to assist in Greenhouse gas reduction.  Any REC’s accruing from these upgrades will be required to support the financial viability of such upgrades, which would not otherwise be undertaken.  This is exactly the type of investment that the renewable legislation is aimed at supporting and is a clear example of the legislation driving investment in new renewable projects.

Hydro Tasmania will not be seeking REC’s from “old existing infrastructure” (BCCC 2002:1) which operates below the current baseline limits, we will however create RECs in accordance with the Renewable Energy (Electricity) Act 2000 for output above 1997 Baseline generations levels. The revenue generated from these RECs has assisted in investment decisions that result in retention of or increases in production from existing hydro power stations.

The BCCC in its submission states that:

“The intention of Renewable Energy Certificates, as we understand it, is to encourage investment in new renewable energy generation”. (BCCC 2002:2)

This understanding is incorrect; in fact the objects of the Renewable Energy (Electricity) Act 2000 are to:

(a)
to encourage the additional generation of electricity from renewable sources; and

(b)
to reduce emissions of greenhouse gases; and

(c)
to ensure that renewable energy sources are ecologically sustainable.

As detailed above, this is precisely what is happening in Tasmania as a direct result of the renewable energy legislation.

3. The BCCC claim that Basslink will increase Greenhouse gas emissions.

The impact of Basslink on Greenhouse gas reduction was debated at length during the public hearings in both Victoria and Tasmania.  URS New Zealand Ltd, a leading environmental consultancy produced a report that demonstrated that Basslink over time would lead to significant reductions in Greenhouse gas emissions.  

· “An additional 400 MW of wind generation in Tasmania, resulting from the availability of Basslink would give rise to CO2 emission reductions averaging about 1.2 million tones per year over the 2008-2012 period;

· The facilitation of this scale of wind power development in Tasmania corresponds to provision of 16% of the mandated renewables target of 9500GWh…”  (Supporting Study 15 2001;1-4)

The BCCC states in its submission “…MRET money should only be issued to new, additional investment in green power generation where total greenhouse gas emissions will actually be reduced by increased displacement of the burning of fossil fuels”.  (BCCC 2002:2).  

In addition to facilitating improved operational efficiencies and extra output from existing hydro generation, Basslink will allow the development of up to 1000 MW of additional wind resource in Tasmania.  As this wind resource is developed, the need to import electricity into Tasmania will be reduced.  Basslink will quickly become a net exporter of electricity into the NEM and will displace new investment in additional fossil fuel generation.  Over time, Basslink will become increasingly Greenhouse positive.  Basslink unleashes Tasmania’s renewable energy potential for the benefit of Australia. It is also noted by the Panel in the Final Panel Report that:

“…an additional 400 MW of wind power capacity would constitute a significant proportion of the mandated renewable energy target  under the Renewable Energy (Electricity) Act 2000 (Cth) and would make a small but useful, contribution to the greenhouse gas reduction”. (Final Panel Report 2002:405)

4. The BCCC claim that MRET will represent over $1 billion in lost investment and a loss of 400 to 500 direct sustainable jobs.

Currently in Tasmania, the Basslink project, the Tasmanian Natural Gas Pipeline project and the Woolnorth wind development represent over $1 billion in new investment.  Full development of Tasmanian wind potential (only possible with Basslink) and new investment in hydro power efficiency upgrades could easily add a further $1 billion in investment.  Basslink alone will create over 1000 indirect jobs in Tasmania and Basslink operation will inject over $100m annually into the Tasmanian economy.  

Vestas Australia Pty Ltd announced on Friday 18 October 2002 (at the opening day of the Woolnorth wind farm) that their nacelle manufacturing facility will be located at Wynyard in North West Tasmania. This factory will supply components for Vestas turbines sold in Australia and the region. With Basslink now approved, Vestas are now considering a large investment in the establishment of a blade factory, which is only possible with large-scale wind development.  This is the type of economic spin-off that the renewable legislation is fostering for the benefit of the Australian economy.

5. The BCCC claim that there is some link between the Basslink project and the burning of waste bio-mass.

The Southwood project is expected to generate between 20 and 40 MW of electricity from its operation. (Southwood, Project Description 2001:7) Between 10 and 20 MW will be used for internal production needs, allowing between 10 and 20 MW for sale to Aurora Energy (the Tasmanian electricity retailer) into the low voltage distribution grid.  Having less than 30 MW available for exporting means Southwood cannot become a participant of the NEM and cannot utilise the high voltage grid that underpins Basslink transfers.

Basslink viability is in no way related to the burning of bio-mass and there are no plans for the operation of Basslink to utilise such an energy source.  

In conclusion, we would be pleased if you would accept the above information as a supplementary submission for your committee and have provided this information in the interests of ensuring that the committee is provided with factual, correct and accurate information for its important deliberations.  We have provided as an appendix a summary of the benefits of Basslink to Tasmania, Victoria and Australia, as recently endorsed by the three Governmental jurisdictions.

Thank you for your assistance and cooperation with this matter.
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Geoff Willis

Chief Executive Officer

Hydro Tasmania
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