Victorian State Election 2014 - Will Market Force Out Coal Power Stations?
by Adam Morton and John Elder
Nov. 9, 2014 - In these hard-nosed times, a new primary school with a landscaped playground is generally a major win for a small community.  But at the beginning of this year, when little Finn Day was due to be enrolled in prep, his parents, Nick and Narelle, decided to send him to school in the neighboring town instead.
At least half a dozen other families that Mr Day can name from the top of his head made the same decision. The reason: the new Anglesea primary school was built 1.2 kilometers from a small brown coal power station run by Alcoa.  "And we didn't want our son breathing in fumes that weren't meant for small children," Mr Day says.
For the 46 years it has operated the power station and open cut coal mine on the edge of town, Alcoa – which employs 80 people from the area – has been at pains to keep the community happy, investing money in local sporting and community groups, and running regular meetings to maintain a posture of openness and transparency.
But concern about the power plant among some in the evolving community, which has increasingly become a haven for young families fleeing the city, rose after the school opened in 2011, when the operators announced plans to use an alternative fuel called HiCal 40 that would have increased fluoride emissions.
The idea was abandoned, but not before the proposal had prompted a group of parents to investigate the 150 MegaWatt (MW) plant more closely. It became the beginning of Surf Coast Air Action, a vigorous group that has campaigned loudly for the power station and the coal mine to be closed, citing concerns about the level of SO2 being produced near the school and town.
In February, their campaign to shut the plant gained momentum, when Alcoa announced its Point Henry aluminum smelter – powered in part by the Anglesea station – would close.  The rationale for the plant's existence had gone, but the company proposed – and was later granted regulatory approval for – the power station to be sold and its electricity fed into the national grid.  It was a redundant move, given there is an excess of electricity supply.  It sparked a fresh campaign a by a wider coalition of environmental groups to have the station and mine shut for good.
If this were the 2010 election campaign, it is likely the future of the Anglesea power station would have grabbed broader attention.  But the politics around energy in 2014 are quite different, and Anglesea is nowhere to be seen.
At the last election, both major parties made promises that, if implemented, would have triggered significant shifts in electricity supply.  The Brumby Labor government promised to cut the state's greenhouse gas (GHG) emissions by 20% by 2020, in part by negotiating a phased closure of the Hazelwood brown coal power plant in the Latrobe Valley and kickstarting a large-scale solar power industry to generate 5% of the state's electricity.
The Coalition promised to match much of the Labor platform – excluding the closure of Hazelwood – but walked away from the commitments after its surprise win.  Then premier Ted Baillieu kept one clear commitment – to ban wind farms from tourist areas and give householders a right of veto over new turbines within 2 kilometers of their homes.  4 years on, there is no Baillieu, no Brumby, and there has been little appetite for state-driven change in the energy market.
The Intergovernmental Panel on Climate Change last week again warned there needed to be immediate and rapid emissions cuts, including the phasing out of coal.  In Victoria, the electricity mix has changed only marginally during this parliamentary term.  Currently 85% of the electricity generated in the state comes from burning brown coal, the most GHG-intensive power plant fuel.  Wind energy now sits 2nd in Victoria's electricity mix; it contributed 5% of generation in the past year.
But the big shift has been in the amount of electricity consumed.  After years of rapid growth, demand has fallen by about 7%.  Why?  Manufacturing businesses closed.  Rising electricity prices – mostly due to network charges – have driven people to become more energy efficient.  And the number of homes generating electricity on site using rooftop solar powers rose exponentially – from 35,000 to nearly 236,000 across the state. Victoria now generates far more power in remote plants than it needs.  According to data released by the Australian Energy Market Operator, 2,000 MW – the equivalent of the Hazelwood and Anglesea plants – could be shut without affecting the reliability of the national grid.
Meanwhile, Alcoa says it is has received several bids for the Anglesea plant and coal mine, and that "a decision on the future of the operations will be made once that process is complete".  On the other side of the state, a small 58-year-old coal plant at Morwell, owned by Energy Brix, has been mothballed, but sits theoretically ready to re-open if market conditions make it worthwhile. Energy experts largely back a carbon price at a national level, but differ on whether a state government should intervene in this landscape.
Bruce Mountain, director at consultants CME, says there is a reasonable case for the state approaching an existing coal plant owner, to apply for funding from the Abbott government's direct action budget fund scheme, to pay for emissions cuts and require the company to invest in new clean energy, as replacement with a promise of capital funding or land from the state.
But Mountain says the biggest change in electricity is now happening independently of politics – the extraordinary rise of rooftop solar panels, which has continued despite Victoria and other states scrapping incentives.  Nationally, there are now more than 1.3 million systems.  "It is just incredibly cheap now for households to produce their own power, and that trend is going to continue and rapidly change the electricity market as we know it," Mountain says.  He says a bigger shift is still to come, when solar starts to be installed in vast arrays on commercial buildings, shopping centers, and carparks.
Hugh Saddler, principal consultant at Pitt & Sherry, believes the state could take steps that would encourage new low-emissions plants that would force the closure of aging coal sites over time.  The ACT has set a target of 90% renewable electricity by 2020, and recently signed a deal for a large solar plant.  He says the government would also have a role helping workers who lost their jobs.
But Grattan Institute energy program director Tony Wood disagrees that the state has a role.  He says national policies should be allowed to run their course.  "I think if the states step in as well, it will only create a dog's breakfast all over again," he says.  He says Alcoa could possibly apply to the direct action fund to be paid to cut its emissions by closing.  Otherwise, the market would ultimately lead to changes of its own accord.  Wood stresses the state should lift a ban on fracking at onshore gas wells, which the Coalition put in place until July next year, after a concerted campaign by farmers and green groups under the Lock the Gate banner.
At Environment Victoria, the state's main green group, chief executive Mark Wakeham says there has never been a better time for high-polluting plants to be closed.  He points to the US, where some states responded to a lack of action in Washington by introducing emissions standards for power plants and clean energy targets "to attract investment and create new industries and jobs, rather than take action on climate change".
Wakeham also points out a sleeper issue – the huge bill for rehabilitating a plant and mine site.  The state holds a $15-million bond from each of the Latrobe Valley generators, but this is a fraction of how much it would cost to clean up a coal mine.  The inquiry into the fire in the Hazelwood coal mine last summer heard owners GDF Suez had budgeted $81 million for rehab.  Wakeham believes the actual cost would be greater, and the clean-up would create hundreds of jobs that could last 2 decades. He says the state government could increase the mine rehabilitation bonds substantially and introduce gradually tightening emissions standards to force the dirtiest plants out – and make a potential buyer for Anglesea think twice. "You can leave it to the market, but you are just not going to get good outcomes," he says.  
www.smh.com.au/victoria/victoria-state-election-2014/victorian-state-election-2014-will-coal-power-stations-be-forced-out-by-the-market-20141108-11izbg.html
