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Office of Tasmanian Economic Regulator
GPO Box 770
Hobart TAS 7001

Attn: Glenn Appleyard

Dear Mr Appleyard

Notice of Intention to Declare the Supply of Raise Gontingency Frequency Control
Ancillary Services (FCAS) by Hydro Tasmania as a Declared Electrical Service - lssues
Paper.

Thank you for the invitation to make a submission in response to the above paper.

LMS Generation Pty Ltd (LMS) strongly supports the regulator's intention to declare FCAS as a
declared electrical service. However we consider the declaration period of only three years to
be insufficient to offer certainty for electricity generators.

LMS Background

LMS is a renewable energy generator with small waste gas fuelled facilities located around
Australia. LMS currently owns and operates a 1.1MW renewable energy facility near
Launceston where we sell the electricity output via a power purchase agreement to Infratil
Energy Australia (lEA), who act as our Intermediary in the National Electricity Market (NEM). In
2008/09 this facility exported more than 9,400MW hours of electricity, providing base-load
renewable electricity with more than 97o/o availability.

In spite of our relatively small size as a power generator we are a significant greenhouse gas
abator, because our process also destroys a powerful greenhouse gas (methane generated
from landfilled waste). LMS's renewable energy facility at Launceston currently abates the
equivalent of approximately 40,000 tonnes of COZ per annum.

We are planning to expand the facility, by doubling its size later this year to produce
approximately 18GWh of renewable electricity per annum and abate approximately 80,000
tonnes of CO2e.
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The lssue

IEA have advised that they cannot continue to operate in a market which presents such a risk,
leaving LMS in a difficult and potentially damaging position. lf LMS cannot sell the output we will
be forced to abandon our immediate expansion plans with the loss of a significant carbon
pollution abatement opportunity. ln the longer term - at the cessation of current contracts with
lEA, LMS may also be forced to close the facility entirely. This would be counterproductive in
the current carbon constrained and renewable energy focused times, particularly when due to
the actions of a government owned virtual monopoly provider.

The prospect of limiting expansion or even closing renewable energy facilities in Tasmania and
laying off staff in the current economic climate and environmentally focused times would seem
ludicrous. I therefore request your assistance in this matter by ensuring that Hydro Tasmania
prices FCAS at justifiable levels in the future.

This difficulty has the potential to see LMS discontinue current activities, let alone, consider
extending our renewable generation capacity.

Our Recommendation

The declaration period must be extended to take into account the protracted planning and
investment strategies typical of establishing new generation plant, factors such as (but not
limited to):

. Payback period of generators (15 years plus)
o Planning requirement - prolonged to 3 years or greater (particularly the scale of

infrastructure required to compete with Hydro Tasmania's 2615 MW capacity).

In lieu of extending the fixed time frame that are conducive to realistic investment strategies (15
+ years) the declaration period should be left open, until such as time that conditions warrant its
cessation. Regulation 21 (Electricity Supply lndustry Qrice Control) Regulations 2003) clearly
offers sufficient mechanism to revoke the declaration when conditions warrant. lt seems
therefore no reason to limit this period, or at least extend the period to a reasonable timeframe
(of ten years or greater) to offer assurance to immanent investment.

I trust this will assist in supporting your intention to declare FCAS a declared electrical service,
and further urge you to consider how this action can also complement measures to reduce
carbon pollution and promote investment in renewable electricity generation.

Yours sincerely

John Falzon
Managing Director


