Hydro Tasmania

The Renewable Energy Sub Group Secretariat
Renewables, Offsets and COAG Branch
Department of Climate Change

GPO Box 854

CANBERRA ACT 2601

Email: ret@climatechange.gov.au

30 July 2008

Dear Sir or Madam

Re: Design Options for the Expanded National Renewable Energy Target
Scheme.

Thank you for the opportunity to provide comment on the COAG Working Group
on Climate Change and Water consultation paper on the design of the
Renewable Energy Target (RET) scheme. Please find attached Hydro
Tasmania’s submission in response to a number of matters identified within the
Report.

Hydro Tasmania is the largest renewable energy generator in Australia,
producing approximately 50% of Australia’'s renewable energy, and is
internationally recognised for its expertise in renewable energy. Hydro Tasmania
continues to make a major contribution to the production and growth of
renewable energy and reduction of greenhouse gas emissions including through
global wind energy developer Roaring 40s, a joint venture company between
Hydro Tasmania and China Light and Power, and with a Consulting business
providing expertise internationally.

Hydro Tasmania supports the Government's commitment to implementing an
expanded national renewable energy target (RET) scheme, which is an efficient
and effective policy measure to incentivise the deployment of renewable energy
until such time as the proposed Carbon Pollution Reduction Scheme (CPRS)
recognises the full cost of carbon. Until there is demonstrated certainty that
carbon price levels (and therefore wholesale electricity prices) are able to support
the commercialisation of mainstream renewable energy technologies, there will
be an ongoing need for the RET beyond 2030.
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DESIGN OPTIONS FOR THE EXPANDED NATIONAL
RENEWABLE ENERGY TARGET SCHEME

HYDRO TASMANIA SUBMISSION

1. EXECUTIVE SUMMARY

Hydro Tasmania supports the Government’'s commitment to implementing an
expanded national renewable energy target (RET) scheme.

We support the objectives of the existing Mandatory Renewable Energy Target
(MRET), and believe the Government’s objectives for the expanded scheme
should include:

ensuring the equivalent of at least 20 per cent of Australia’s electricity
supply is generated from renewable sources by 2020;

maintaining the contribution from existing (pre-1997) renewable energy
capacity;

at least maintaining the 20% market share beyond 2020 to ensure this
contribution is not eroded as electricity demand increases over time; and

maintaining the RET in concert with the proposed Carbon Pollution
Reduction Scheme (CPRS) until there is a high level of certainty that the
CPRS will ensure that 20% share of renewable energy will be maintained.

Key issues raised in this submission in response to the discussion paper include:

in order to progress the implementation of the RET as smoothly as
possible, and given the proven effectiveness of the current measure, the
scope of design issues under consideration should be limited to:

0 setting the interim targets between 2010 and 2020;
0 establishing targets / trajectories beyond 2020; and

o consideration of whether the current shortfall charge will be sufficient to
continue to encourage additional renewable energy generation.

a linear trajectory of targets should be set between 2010 and 2020;
eligibility under the RET should be the same as the current MRET;

unlimited banking should be permitted;



e consistent with the existing MRET, there should be no limit on the number
of years for which a project is eligible to create RECs under the RET - all
existing (pre-1997 and pre-2007) generators should be eligible to create
RECs for generation above their 1997 eligible renewable energy baselines
for the life of the measure;

e the shortfall charge should be fixed above the marginal cost of renewable
energy and indexed to the Consumer Price Index (CPI); and

e The RET should continue after 2030 until there is a high level of certainty
that the Carbon Pollution Reduction Scheme will ensure that the 20%
share of renewable energy will be maintained.

Specific comments in relation to each of the above are discussed in further detail
below. A summary of Hydro Tasmania’s position on the design options detailed
for Approaches 1 and 2 in the discussion paper is included at Attachment 1.



2. SCHEME OBJECTIVES

The discussion paper introduces the following overarching scheme design
objectives:

The Australian Government has committed to implementing an expanded
national RET scheme that will:

e ensure the equivalent of at least 20 per cent of Australia’s electricity
supply — approximately 60,000 gigawatt-hours (GWh) — is generated
from renewable sources by 2020

e increase the MRET to 45,000 GWh to ensure that, together with the
approximately 15,000 GWh of existing renewable capacity, Australia
reaches the 20% target by 2020.

e ...phase out the RET between 2020 and 2030 as emissions trading
matures and prices become sufficient to ensure a RET is no longer
required...

Hydro Tasmania supports the Government’s intention to achieve at least 20 per
cent renewable energy by 2020. The introduction of a 45,000 GWh target is
welcomed by the renewable energy industry as a necessary and appropriate
means of increasing Australia’s renewable energy contribution and commencing
a transition towards a lower emissions intensity electricity generation sector.

The recognition of the significant contribution of existing generation to achieving
the 20 per cent target is welcomed, and the scheme objectives should include
ensuring that this contribution is retained and enhanced where possible. This will
be an important RET design consideration, and is discussed further in section 8
of this submission.

Furthermore, we believe that the Government objective should be to at least
maintain the 20 per cent market share beyond 2020 to ensure this contribution is
not eroded as electricity demand increases over time. This is discussed further
in section 9 of this submission.

Hydro Tasmania disagrees with the pre-determined objective to phase out the
RET by 2030. There is no certainty that the carbon price (and its pass through
effect on electricity prices) would have reached a level equivalent to support the
competitive deployment of renewable energy technologies by this time.
Attempting to predict when this might occur provides a high level of investment
uncertainty and reduces future government policy flexibility. With this in mind, we
believe that the Government’s objective should be to maintain the RET in concert
with the proposed Carbon Pollution Reduction Scheme (CPRS) until there is a
high level of certainty that the CPRS has demonstrated that it alone will ensure



that the 20 per cent share of renewable energy will be maintained. This is further
discussed in section 9 of this submission.

3. DESIGN ISSUES

Stakeholder views are sought on the scope of design issues under consideration,
their interactions, and other issues that should be addressed during design of the
expanded scheme.

Hydro Tasmania view: In order to progress the implementation of the RET
as smoothly as possible, the scope of design issues under consideration
should be limited to:

e setting the interim targets between 2010 and 2020;

e establishing targets / trajectories beyond 2020; and

e consideration of whether the current shortfall charge will be sufficient to
continue to encourage additional renewable energy generation.

Hydro Tasmania believes that only minor amendments are required to the
existing Renewable Energy (Electricity) Act 2000 (the MRET Act) in order to
implement the 45,000 GWh target. Experience to date has proven that the
existing MRET design is appropriate, and consistency with the existing MRET
design is critical to ensuring a smooth transition through the legislative processes
and in instilling investor confidence.

In order to progress the implementation of the RET as smoothly as possible, the
scope of design issues under consideration should be limited to: setting the
interim targets between 2010 and 2020; establishing targets / trajectories
beyond 2020; and consideration of whether the current shortfall charge will be
sufficient to continue to encourage additional renewable energy generation.
These issues will require simple changes to the existing MRET Act, thus
reducing the risk of any delays to the RET’s introduction, and minimise the risk of
over designing the new measure

While Hydro Tasmania has responded to all the design issues raised in the
discussion paper, we believe that limiting the scope of issues under
consideration will facilitate achievement of the planned legislative process as well
as promote investor confidence in the expanded national scheme.

4. LIABILITY AND ANNUAL TARGETS

Stakeholders’ views are sought on possible approaches to setting annual targets
and their implications for investment mix, generation profile and cost of the
measure.



Hydro Tasmania view: A linear trajectory of annual targets should be set
between 2010 and 2020

A linear trajectory is consistent with the existing MRET and will not limit the early
uptake of currently available technologies.

Since the introduction of MRET in 2001 the Australian renewable energy industry
has developed considerable capacity and expertise in renewable energy project
development. With the stalling of investment in 2005, there are currently a large
number of projects that are ready to be deployed immediately. A slower start to
the expanded RET target will potentially stall the development of a number of
these projects. As well, a linear trajectory will not limit the early uptake of
currently available technologies.

5. ELIGIBLE SOURCES

Stakeholders’ views are sought on the treatment of renewable energy sources
and technologies, including the treatment of forest biomass and solar water
heaters.

Hydro Tasmania view: Eligibility under the RET should be the same as the
current MRET

Such an approach ensures simple implementation with no change to the current
MRET eligibility rules. It also ensures maximum renewable energy generation
will be encouraged on a technology neutral basis.

6. BANKING

Stakeholders’ views are sought on approaches to banking of RECs and their
potential impacts on investment profile, generation level and technology mix and
on the cost of the measure.

Hydro Tasmania view: Unlimited banking should be permitted

Unlimited banking has the following benefits:

e provides inter-temporal flexibility in meeting compliance obligations under
the RET. Inter-temporal flexibility will improve allocative efficiency’ by
allowing RECs to be acquitted in a way that imposes least costs on the
economy;

e has the effect of smoothing prices over time relative to not having banking,
leading to less volatility in the REC market;

! Allocative efficiency refers to the market’s capacity to channel RECs to their highest value uses across the
economy and through time at low cost and minimal risk.




e provides a secondary market that allows for participants to manage risk
more efficiently; and

e is consistent with keeping the design of the RET scheme as close as
possible to the existing MRET.

The principles of banking have been well established in other market
mechanisms, both in Australia and other jurisdictions. Apart from the existing
MRET, other market approaches such as carbon trading (for example the
National Emissions Trading Taskforce, the New Zealand emissions trading
scheme and the Draft Report of the Garnaut Climate Change Review
recommend unlimited banking. The Green Paper on the proposed Carbon
Pollution Reduction Scheme, following careful consideration, recommended
unlimited banking of carbon permits. The European Union Emissions Trading
Scheme allows banking between years and between Phase Il and Phase llI.

The Paper notes that with unlimited banking, sufficient capacity may not be
installed to generate 45,000 GWh of additional renewable energy generation by
2020. While there is no certainty that this will be the case, Hydro Tasmania
recognises this as a legitimate concern, and believes that this can be addressed
by maintaining the 20% RET after 2020. This will ensure that (a) any prior year
surpluses are fully absorbed, and (b) in the event that there is an installed
capacity shortfall in 2020, sufficient installed capacity to meet the 20% RET is
introduced into the market at some point after 2020.

7. PROJECT ELIGIBILITY PERIODS

Stakeholders’ views are sought on the implications of restricting the eligibility
period for projects under the scheme.

Hydro Tasmania view: There should be no limit on the number of years for
which a project is eligible to create RECs under the RET

For simplicity and to maintain the incentive to maintain and expand generation
from renewable energy assets, all existing (pre-1997 and pre-2007) and new
(post 2007) accredited generators should be eligible to create certificates for the
life of the RET.,

This approach has the following merits:

e it is consistent with arrangements under the current MRET, under which
projects can create RECs above their 1997 eligible renewable energy
baseline for the life of the measure;

e it requires only a minor change to the existing legislation — only a change
to the end date contained in Part 1, section 4 of the current MRET Act is
required;




e it would be simple to administer — as projects can create RECs for the life
of the scheme, there are no administrative arrangements required for
tracking when each project becomes ineligible to create RECs; and

e it will encourage ongoing refurbishment and enhancement of renewable
energy assets — this is important to ensure that the target of 20%
renewable energy is maintained after 2020, and not eroded as projects
are abandoned once they become ineligible for RECs. This is further
discussed below in section 8 of this submission.

If a limit on project eligibility were to be introduced, the minimum period required
to make a new project viable would be 15-20 years. However, such an approach
is at odds with maintaining consistency with the current MRET, and would require
significant reworking of the existing legislation. With this in mind, Hydro
Tasmania does not support restricting eligibility period for projects under the
RET.

8. EXISTING GENERATORS

Stakeholders’ views are sought on how projects already in operation should be
treated and whether projects predating 1997 should be treated differently from
those predating 2007.

Hydro Tasmania view: All existing (pre-1997 and pre-2007) generators should
be eligible to create RECs for generation above their 1997 renewable energy
baseline for the life of the measure.

The discussion paper states that:

The Australian Government has committed to implementing an expanded
national RET scheme that will...increase the MRET to 45,000 GWh to ensure
that, together with the approximately 15,000 GWh of existing renewable
capacity, Australia reaches the 20% target by 2020.

Treatment of pre-1997 generators under the RET will play a significant role in
determining whether or not the 15,000 GWh of pre-1997 renewables is
maintained to 2020 and beyond. As well, maintaining the contribution of
generators built under the current MRET is also important. As illustrated in
Figure 1, existing generators (including pre-1997 projects and those built under
the current MRET) contribute over 40% of the renewable energy generation
required to reach the Government's 20% target by 2020. Any erosion to this
base will result in the target not being achieved and increase the cost of
achieving the target.







Importantly, these assets might not be renewed unless there is a sufficient
carbon signal in the electricity pool price. As discussed below in the “Duration
and Phase-out” section of this submission, it is impossible to predict when the
cost of carbon will be sufficient for renewable projects to be cost competitive with
other generation sources. With this in mind, Hydro Tasmania believes that all
existing (pre-1997 and pre-2007) generators should be eligible for RECs for the
life of the measure in order that their contribution to the 20% target is retained.
This would only require a minor change to the end date currently contained in the
MRET Act as all projects would continue to receive a 1997 eligible renewable
power baseline as defined under the current legislation.

Placing a limit on the eligibility of existing generators under the scheme is at odds
with maintaining consistency with the current MRET and, unless there is a
sufficiently high carbon price, is likely to erode the significant contribution to be
made by existing generation to achieving the target of 20 per cent renewable
energy by 2020. With this in mind, Hydro Tasmania does not support restricting
eligibility period for existing projects under the RET.

Stakeholders’ views are also sought on the treatment of additional generation
created, for example, through capacity additions or refurbishment.

Hydro Tasmania view: 1997 eligible renewable energy baselines should
continue to be used to measure additional generation

As discussed previously, the 1997 eligible renewable energy baseline provides
an appropriate incentive for the retention and enhancement of existing
generators:

e pre-1997 generators are encouraged to undertake upgrades and
refurbishments of their plant, as well as to maintain existing production
from these assets; and

e new power stations are provided with a zero baseline, which supports their
initial construction, as well encouraging enhancements to existing
production where possible.

Establishing a definition to accurately describe how additional generation would
be specifically measured would introduce considerable complexities to the
scheme design. While the VRET scheme uses a concept of demonstrated
capacity, this does not reward efficiency upgrades that increase energy
production from the existing system without a corresponding increase in power
station capacity. For example, the upgrade of an ageing turbine runner in a
hydro-electric power station will increase the efficiency of a power station’s
production, thereby increasing renewable energy generation without a specific
increase in power station capacity.




Furthermore, any new method chosen to measure additional generation is likely
to require significant reworking of the existing legislation and significantly
increase the administrative burden on the Renewable Energy Regulator.

The current baseline methodology was designed to specifically overcome this
issue. With this in mind, Hydro Tasmania believes 1997 eligible renewable
energy baselines should continue to be used to measure additional generation.
This approach maintains consistency with the current MRET, and reduces the
need for any changes to the existing legislation.

9. COMPLIANCE MECHANISM

Stakeholders’ views are sought on the appropriate level of the shortfall charge, in
particular on whether it should be set at a very high level to encourage
compliance or at a level only slightly above the maximum expected REC price.

Hydro Tasmania view: The shortfall charge should be fixed above the marginal
cost of renewable energy and indexed to the Consumer Price Index (CPI)

The purpose of the shortfall charge is to act as an incentive for liable parties to
comply with scheme through the purchase of RECs. To ensure that the
45,000 GWh target is met, the shortfall charge should be set above the marginal
cost of deploying renewable energy resources to ensure that the REC price is
sufficient to encourage investment. While this is difficult to predict, setting a
shortfall charge above the projected peak REC price and indexing this to the CPI
is likely to act as a sufficient ‘safety valve’.

We note that the minimum level at which the shortfall charge should be set is by
retrospectively inflating the current $40/MWh (pre-tax) shortfall charge from
2001. This gives a 2008 penalty of approximately $49/MWh (pre tax).

It should be noted that a fall in the value of the penalty due to a lack of indexation
may reduce the incentive to invest in renewable technologies in later years and
thus impede meeting the objectives of the RET. While it is likely that the impact
of this will be lessened with the introduction of a carbon price, it is not possible to
predict when this might occur. Hydro Tasmania therefore recommends that the
penalty remains indexed to the CPI for the life of the measure.

10. DURATION AND PHASE-OUT

Hydro Tasmania view: The RET should continue after 2030 until there is a high
level of certainty that the Carbon Pollution Reduction Scheme (CPRS) will ensure
that 20% share of renewable energy will be maintained.

Hydro Tasmania believes that the RET and the proposed CPRS can coexist
effectively and achieve both the strategic development of an Australian
renewable energy industry and a nationally efficient and environmentally




sustainable energy sector. This coexistence would provide an opportunity for the
CPRS to take over the RET’s renewable energy industry development role as the
full value of carbon is recognised. A natural transition would then occur, with
REC prices eventually falling as the cost of emissions permits rise and the cost of
renewable energy technologies fall, at which point the RET’s task is complete.
During this transition, the RET should be set at a level to at least maintain the
20% target.

The discussion paper notes that “the scheme is to be phased out between 2020
and 2030 as electricity prices rise under an ETS to allow renewables-based
electricity to compete without the price support provided by the RET.”

Hydro Tasmania strongly disagrees with this statement, as there is no certainty
that the carbon price (and its pass through effect on electricity prices) would have
reached a level equivalent to support provided by the 20% RET by 2030.

The level of Australian carbon prices will be heavily dependent on the design
parameters for the proposed Carbon Pollution Reduction Scheme (CPRS)
including the emissions cap, banking and borrowing rules, international linkages
and the penalty for non compliance. In the long term, these settings will be
entirely dependent on the outcome of international climate change negotiations.
At present, there is absolutely no assurance of any legally binding international
emissions reduction targets after 2012 — a prerequisite to a meaningful long term
domestic carbon price.

Given this uncertainty, Hydro Tasmania believes it is imperative that the 20%
RET be continued indefinitely, with the target adjusted to reflect total national
electricity demand (i.e the target will be at least 45,000 GWh per year), until there
is demonstrated certainty that carbon price levels (and by extension electricity
prices) are able to support the commercialisation of mainstream renewable
energy technologies.

Consequently, Hydro Tasmania submits that the RET should feature:
e a 45,000 GWh target in 2020;

e targets from 2020 onwards that are commensurate with a 20% share of
national electricity demand; and

¢ reviews of the continued need for the scheme at five yearly intervals from
2030.

Hydro Tasmania believes that this approach captures all the benefits associated
with retaining the RET without imposing additional costs on the market, as REC
prices would be expected to tend towards zero as the carbon price bridges the
price ‘gap’ filled by RECs.



DESIGN APPROACHES

Stakeholders’ views are sought on the phase-out options under Approach 1.

Option 1

In line with Hydro Tasmania’s position on the duration and phase out of the 20%
RET, Hydro Tasmania is opposed to any policy measure that features a
progressively reducing shortfall charge. Hydro Tasmania asserts that this is
simply an invitation to non compliance, and defeats the aim of maintaining 20%
renewable energy post 2020.

Option 2

Hydro Tasmania does not support the proposal to phase out the target by
reducing annual targets. As discussed in section 10 above, the 20% RET should
be continued indefinitely, with the target adjusted to reflect total national
electricity demand (i.e the target will be at least 45,000 GWh per year), until there
is demonstrated certainty that carbon price levels (and by extension electricity
prices) are able to support the commercialisation of mainstream renewable
energy technologies.



ATTACHMENT 1 - HYDRO TASMANIA POSTION ON PREFERRED SCHEME DESIGN

Features Approach 1 Approach 2 Hydro Tasmania position
Annual interim Annual interim targets (set in MWhs) are designed to gradually increase each year to Linear trajectory to 2020, then
targets 2020 on a dual-linear basis; that is, the rate of increase is lower in the earlier years of maintaining the 45,000 GWh

the target to 2015 and higher in the latter years to 2020.

annual target until at least 2035.

Treatment of
existing generators

Pre-1997 and pre-2007 MRET generators are excluded after 2020 to avoid windfall
gains to investments made on the basis of a scheme running to 2020.

All generators eligible for the life of
the measure

Compliance
mechanism—
shortfall charge

The shortfall charge would be set above the projected peak REC price (not indexed).
However, Approach 1 contains an option to phase out the scheme by reducing the

shortfall charge.

Shortfall charge set above
projected peak REC price and
indexed to the CPI.

Scheme duration
and phase-out

After the annual targets are
maintained from 2020 to 2024, the
scheme would be phased out by

either reducing the shortfall charge or

the annual interim targets by a
constant amount from 2025 to 2030.

A review of the scheme in 2015 would

assess its effectiveness and
functioning

After the annual targets are maintained from
2020 to 2024, the annual interim targets
would initially be planned to phase out
towards 2030 more gradually than under
Approach 1. A review of the scheme in 2015
would assess its effectiveness and
functioning, with a view to possibly refining the
phase-out profile.

No specific phase out needed - the
REC price should fall naturally as
the impacts of the Carbon Pollution
Reduction Scheme are passed
through

Eligible sources

Solar water heaters included, with a
10-year deeming period, until the
scheme is wound up in 2030.

Native forest wood waste treatment
would remain as under the MRET
scheme.

Solar water heaters phased out to 2020 and
excluded thereafter.

Native forest wood waste treatment would
remain as under the MRET scheme.

Eligibility as per current MRET

Project eligibility
period

All pre-1997 and pre-2007 projects,
except those accredited under the
Victorian scheme, would remain
eligible until the end of 2020.

There would be no time limit on the
eligibility of projects accredited after
December 2007.

All pre-1997 and pre-2007 projects, except
those accredited under the Victorian scheme,
would remain eligible until the end of 2020.
Projects accredited from 2007 would be
eligible to create RECs for a maximum of 15
years.

All generators eligible for the life of
the measure

Banking

There would be unlimited banking of
RECs.

There would be limited banking of RECs,
subject to modeling outcomes.

Unlimited banking of RECs




ATTACHMENT 2 - OVERVIEW OF HYDRO TASMANIA’S 1,000 GWH
PROJECT

From the early 2000s, Hydro Tasmania has been pursuing greater insight into
climate change and its potential impacts on its operations. A review of the
existing 80 years of hydrological records has shown a decline in hydrological
yields, especially over the past 31 years. This resulted in the business using the
last 31 years of inflow data for business planning which has effectively reduced
the expected annual inflows by 500 GWh to 9,500 GWh.

Hydro Tasmania has taken up the challenge to identify and develop opportunities
from the current system which could be captured to restore the “lost” inflows
rather than just accepting the reduced system rating. On this basis a target to
identify 1000 GWh of additional energy from system enhancement of the Hydro
Tasmania’s assets was set.

The 1000 GWh project is focused on enhancing the amount of water captured
and utilised through Hydro Tasmania’s existing assets at minimum cost and with
minimal environmental and social impacts. Projects will be targeted towards
developing small infrastructure to use the existing large infrastructure (ie power
stations, dams and transmission lines) more effectively, rather than investing in
new large infrastructure.

The following projects have been targeted:
e catchment diversions and diversion upgrades

o improving canal efficiencies by relining or upgrading the capacity of
canals;

0 ensuring existing small weirs are operating effectively to maximise water
transfers; and

o0 investigating new diversion schemes to put more water through the
existing power stations;

e new storages - build small (relative to current) storages to act as regulating
storages to capture higher inflows in winter. This inflow can then be released
through the current system;

e raising existing storages - the likelihood of more extreme inflow events may
increase as a result of climate change. Raising existing storages to capture
more inflow to release during drier periods may add significant value;

¢ mini-hydro schemes - there are opportunities in the current system where
energy is dissipated (ie drop structures) to put in mini-hydro schemes; and



Over the past 12 months, an initial review of opportunities was conducted. This
unveiled a number of potential ideas that look to be economically feasible.
Twenty four projects have been identified as having high potential to contribute to
system enhancement. These have been classified as ‘Top Projects’. A project is
considered to be a Top Project if it performs well under the following criteria:

The Top Projects identified this year have an estimated CAPEX cost of $203M
and have the potential to provide an additional 439 GWh of renewable energy
(refer Figure Al). The majority of the CAPEX associated with Top Projects is

new power station development or redevelopment of existing power stations —
some of the Hydro Tasmanian system are approaching 60 to 70 years of age.
There is an opportunity to look at improving these schemes with modern

technology or even reconfiguring the schemes/stations.

e low costto generate;

e minimal environmental impacts;

e strategic priority; and

e ease of implementation.

associated with dam construction, dam raising and mini-hydro projects.

-
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Figure A1 Top Projects proposed implementation schedule




Some of the top projects that are currently being evaluated include:

Red Hills Diversion in to Lake Plimsol which was previously designed in
the original Anthony Scheme but was cut due to costs and also the excess
energy situation at the time (1996);

Ouse River project which will capture winter flows in an off-stream storage
and an on-stream storage to maximize the regulation through the Great
Lake and Derwent Schemes;

a pipeline of mini hydro projects and a business model to successfully
develop these projects;

assessment of storage raising of existing storages (ie Lake Plimsol which
was reduced in size in the mid 1990’s due to the need to cut costs, Lake
Rowallan) to capture high inflows events which are lost from the system;

upgrade of existing turbines to improve efficiencies; and
application of a smoother lining to Tarraleah canals to increase the flow

rate by up to 30% on current flows and reduce spill at the upstream
storage (Lake King William).

All projects implemented under the 1000 GWh project will need to be
economically viable and ensure that the social and environmental impacts are
minimised. Due to the amount of projects and the investment required, the
development program is likely to span over many years (ie 15+).

The viability of many of these projects will be dependent on the right policy
incentives to help develop renewable energy project as has been achieved to
date through the MRET. In the absence of either an appropriate RET incentive
or suitably high carbon price, then some of the 24 projects identified so far will
not be financially feasible.



