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Prime Minister Malcolm Turnbull and his political colleagues hope power generated by Snowy 2.0 will fill a
gaping hole in the National Electricity Market, namely the lack of storage. Alex Ellinghausen

by Josh Frydenberg

Snowy 2.0 will make renewables reliable, reduce volatility in the electricity market

and help to bring down rising electricity costs.

It builds on the foundation of the Snowy Mountains Scheme, which nearly 70 years

ago then opposition leader Robert Menzies described as a "great national work" that

was "vital to the real industrial development of this country".

With only 2 per cent of construction visible above ground, the scheme involved 16

major dams, seven power stations, a pumping station and 225 kilometres of tunnels,

pipelines and aqueducts.
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be 'a gamechanging, nationbuilding, renewable energy project'. Alex Ellinghausen

It was an engineering feat of international renown that provided a platform for

Australia's economic development for decades to come.

Now history is repeating itself.

Snowy 2.0 is the Turnbull government's plan to expand the original scheme with an

additional 2000 megawatts of capacity and 350,000MW hours of storage.

It represents the largest energy storage project in the southern hemisphere and the

largest renewable energy project in Australia.

Creating up to 5000 jobs and producing enough power for 500,000 homes, it will link

the Tantangara and Talbingo reservoirs and involve 27 kilometres of tunnels and a

new power station that will be up to one kilometre underground.

Ten-and-a-half hours of pumping the 650 metres uphill from Talbingo to Tantangara,

will deliver eight hours of generation downhill. Cheap energy in the middle of night –

especially windy nights – will be used to pump uphill and then on a hot afternoon,

Snowy 2.0 will be providing electricity right when it is most in demand.

Making renewable reliable

It is a giant battery that makes renewables reliable.

With the capacity to store enough energy to run for seven consecutive days at its

maximum output, Snowy 2.0 will be Australia's biggest battery.

To put it in perspective you would need the equivalent of 2700 of South Australia's big

batteries or spend $180 billion on Tesla power walls to match the output of Snowy 2.0.

Not to mention the longevity issue. Standard batteries big and small last up to eight to

10 years while Snowy 2.0 is expected to last at least 60 years.

With the power generated by Snowy 2.0 supplying household and business demands

in New South Wales, Victoria and South Australia, it will fill a gaping hole in the

National Electricity Market, namely the lack of storage.

As more intermittent renewables, namely wind and solar, penetrate the grid more

backup supply is needed to boost reliability and prevent price volatility. This is a point

that was highlighted by the Energy Security Board's recent Health of the NEM report,

which found that despite more than 5000MW of committed renewables being

delivered before 2020, "very few megawatts of power that can always be dispatched

has been added to the NEM".
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The shortfall in storage and dispatchability is playing out painfully today in Victoria

and South Australia. Expensive, polluting diesel generators using up to 80,000 litres of

fuel an hour have been called in just to keep the lights on this summer.

While storage can come in many forms, including lithium-ion batteries and hydrogen

fuel cells, pumped hydro technology is the most dominant, responsible for 97 per cent

of the world's energy storage.

Indeed, in a recent report on energy storage by Australia's Council of Learned

Academies, pumped hydro it was said is "the most cost effective for delivering energy

reliability".

Game-changing project

Nevertheless projects of the scale and complexity of Snowy 2.0 to use Menzies' words

do not come "on the cheap". According to the feasibility study the price tag would be

$3.8-$4.5 billion. It is more than first thought, with geological tests indicating there

are five different rock types and three fault lines that will need to be negotiated.

While some commentators are quick to point out that the cost estimates do not

include transmission upgrades, this is not uncommon for projects of this kind.

Poles and wires are typically regulated assets that are built by the operator. The

government has made clear we are prepared to sit down with the relevant parties and

work out the best way forward. Discussions will also need to include the Australian

Energy Market Operator as it has a key role in planning a strengthened transmission

system, recognising that transmission upgrades to cater for Snowy 2.0 will be

available to other generators, thereby incentivising and identifying new renewable

energy zones as outlined in the Finkel Review.

With Snowy Hydro saying it can fund 2.0 off its own balance sheet, the question must

be what will happen if the project doesn't go ahead.

The answer is we will have a weaker and more expensive system and we would have

failed to future-proof the grid for the inevitable arrival of more intermittent

renewables. Instead of falling electricity prices we will see upward pressure on price

as volatility continues, there is less competition and other more costly gas peakers

and batteries are pursued to stabilise the system.

Snowy 2.0 is a game-changing, nation-building, renewable energy project. Just as

Menzies after some initial hesitations put aside partisan differences and got behind

the original Snowy scheme, it is hoped federal Labor will get on board the

government's plan and follow their own Mike Kelly, who admits Snowy 2.0 is "an

exciting project for our country".

Josh Frydenberg is the federal Minister for the Environment and Energy

AFR Contributor
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