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The Case Against New Coal Power in NSW

While modern economies around the world are rapidly investing in clean technology, NSW is on the
brink of a massive step backwards. As part of the proposal to privatise the NSW energy sector,
concept plans have been approved for two new baseload power stations — fuelled by either gas or
coal.

This briefing analyses the need for new power generating capacity in NSW, describes the negative
economic and environmental impact of these proposals, and outlines practical alternatives.

Summary:

o There is no need for new baseload power stations in NSW.

o Building new baseload power stations would create an excess of power supply and would
squeeze out the development of a large-scale renewable energy industry.

a Building new coal power stations would actually increase energy costs due to the high network
costs involved.

a If both of the new plants were fuelled by coal, they would increase NSW emissions by over 15%
and would make the State Greenhouse targets virtually impossible to meet.

a The uncertainty around the future price of carbon makes investment in new coal power stations
extremely risky.

a Prohibiting new coal would be a popular decision that would be supported by much of the energy
industry.

o The lead up to the 2011 election is perfect timing to send a clear signal to the energy industry and
investment community that NSW is moving to a clean energy future and will no longer build
polluting coal power stations.

Overview and status of the proposal

The two proposals are:
e 2,000 MW power station at Mt Piper, near Lithgow in the Blue Mountains (Delta Electricity)
e 2,000 MW power station at Bayswater, near Muswellbrook in the Hunter Valley (Macquarie
Generation) '

In March 2010, concept plans were approved for these new power stations — with approval given for
the plants to be fuelled by either coal or gas — depending on private sector interest. The
‘development sites’, along with the concept approvals, are proposed to be sold as part of the
electricity privatisation package.

So will the sites be coal or gas? The reality is there are already massive coal plants at Mt Piper and
Bayswater and the entire infrastructure is set up for more coal. Mt Piper, in particular, is poorly suited
to gas as it is not close to any existing gas infrastructure. Bayswater is better suited to gas but would
be dependent on the construction of a new gas pipeline from Queensland or the Gunnedah Basin.
Without a price on carbon pollution, gas is likely to be considerably more expensive than coal.
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Is there a need for new ‘baseload’ power in NSW?

The justification for new power stations in NSW is the widely discredited “Owen Inquiry”, which
concluded that NSW needed a new baseload generator by 2013. However, the latest data from the
NSW grid operator (Transgrid) shows that energy demand has not grown as Owen projected, due in
part to improved energy efficiency, but also due to the recent economic downturn". Similarly, the
renewable energy target has increased supply projections with the result that new ‘baseload’
generating capacity is not required until 2019 at the earliest (see Graph 1. below).

Graph 1. NSW Energy Supply and Demand Projections
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Source: Institute for Sustainable Futures Presentation at NSW Parliament, March 2010.

The above graph makes it clear that NSW does not have an overall energy shortage until around
2019. However, there is likely to be a need for increased ‘peak’ capacity (or improved peak demand
management) by around 2015". It is important to note that the proposed two new power stations are
for supply of ‘baseload’ rather than ‘peak’ electricity demand — and therefore are not needed. Even
modest investments in energy efficiency could lead to a significant energy surplus by the end of the
decade.

What are the costs of coal vs alternatives?

Energy prices in NSW are set to increase considerably over the coming years, due in large part to
increasing network costs. NSW is expected to spend $17billion over the next decade on electricity
network infrastructure.” High network costs are what makes new coal the most expensive option.

A 2009 study by the Institute for Sustainable Futures (ISF) titled Meeting NSW energy needs in a
carbon constrained world ¥ showed that a shift towards distributed energy (energy efficiency,
renewables and small scale decentralised generation) would not only reduce greenhouse pollution
but could also save NSW up to $4billion in energy costs over the next decade. Investing in distributed
energy reduces the need for large-scale network infrastructure as energy is often generated closer to
where it is needed. Even a modest investment in distributed energy could enable an existing coal
power station to be closed — with significant greenhouse benefits.
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Graph 2. Cost comparison of new coal or gas vs distributed energy
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What are the greenhouse implications?

NSW has committed to Greenhouse reduction targets of:
- a60% cut in greenhouse emissions by 2050; and _
- return to year 2000 greenhouse emission levels in NSW by 2025."

Building even one of the proposed new power stations (with coal) would make the NSW Greenhouse

target almost impossible to meet. The combined emissions if both power stations are built and fuelled
by coal would be 22.9MtCo2 per year. This would be an increase of over 15% of total NSW emissions
and would be more than the emissions from the entire NSW transport sector.

Table 1. Greenhouse impacts of new plants compared to targets

Greenhouse Emissions (Mt Co2E p.a)
Proposed new power stations If coal If gas
Bayswater 2" 12.4 5.9
Mt Piper 2* 10.5 4.9
Total new power station emissions 22.9 10.8
Comparisons
Total NSW emissions in 2000 (eg. 2025 target) " 142.8
Total NSW emissions in 2007 (latest data available)"" 151.6
NSW 2025 target reductions (return to 2000 levels) 8.8
NSW 2050 target reductions (60% by 2050) 85.7
Total NSW transport emissions™ 21.6
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A clean energy future for NSW?

The price of renewable energy is gradually
coming down as technology improves and as
the industry grows. It is only a matter of time
before renewables are cheaper than coal. It is
vital that we don’t lock ourselves into another
30 years of polluting coal power.

Instead of building new coal or gas, we
should be investing in building a vibrant
renewable energy industry in NSW and
creating thousands of new clean energy jobs.
A 2008 study by the Centre of Full
Employment and Equity in Newcastle*
showed that the shift from coal to renewable
energy would result in a net increase of five to
ten thousand jobs in the Hunter valley, with The PS10 11 Megawatt Solar Thermal Power Plant located 25 km west of
over 60,000 jObS created in the state through Seville in Southern Spain. The solar radiation, mirror design plant is capable

. of producing 23 GWh of electricity which is enough to supply power to a
a shift to renewables. population of 10,000.

Building new baseload power stations in NSW without closing existing coal power stations would
result in considerable over-supply. This would almost certainly squeeze out large-scale investments in
renewable energy and would result in NSW falling behind in the emerging clean energy economy.

Conclusion

Building new coal power stations in NSW would be stupid on economic and environmental grounds. It
would drive up electricity prices and greenhouse emissions. New baseload gas power stations, while
not quite as bad as new coal, are also not required and would also unnecessarily drive up both
electricity prices and greenhouse emissions.

NSW urgently needs a strong clean energy policy to ensure that new energy needs are met through a
combination of efficiency improvements and renewable energy. Prohibiting new coal power stations
would send a clear signal to encourage clean energy investment.

For more information:

Email: john.hepburn@greenpeace.org
Ph: 02 9263 0302

Web: www.greenpeace.org.au
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