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Executive Summary 
 

Introduction 
 
TasNetworks has invited submissions on its Project Assessment Draft Report (PADR) prepared as 
part of the Marinus Link Regulatory Investment Test ς Transmission (RIT-T) process. The Tasmanian 
Small Business Council (TSBC) has initiated a review and compiled this report with sponsorship from 
Energy Consumers Australia (ECA). The research was undertaken by Goanna Energy and SavvyPlus 
Consulting.  
 
The key perspective of this review was to consider the proposed Marinus Link from a consumer 
perspective. Furthermore, given consumers will be expected to pay for this regulated 
interconnector, it seems appropriate that consumer views are deeply incorporated into the decision-
making process. 
 
 

Findings 
The highlights from this review are: 
 

1. We are unconvinced that proceeding with the proposed Marinus Link is in the best interests 
of consumers. 
 

2. By treating consumers as if they were investors in this project, it is our opinion that the risks 
have been understated and can be classified into the categories of: 

 
a. Technology; 
b. Modelling; and 
c. Market risks. 

 
3. The modelling undertaken in the PADR has made some improvements beyond the 

Integrated System Plan (ISP) modelling, however given the PADR relies heavily upon the ISP, 
they remain intrinsically linked. The modelled Market Benefits arising from the PADR are 
considered unreliable given that: 

 
a. The methodology used to calculate the net Market Benefits are questionable given 

the: 
i. understatement of the ǇǊƻƧŜŎǘΩǎ ŎŀǇƛǘŀƭ ŜȄǇŜƴŘƛǘǳǊŜ in total and over the 

modelling period. (We quesǘƛƻƴ ¢ŀǎbŜǘǿƻǊƪǎΩ ŘƛǎŎƻǳƴǘƛƴƎ ƻŦ ǘƘŜ ŎŀǇƛǘŀƭ 
costs of the project, from $2.762 billion to $1.271 billion, in order to derive 
the figure for net market benefits of $1.674 billion, and we suggest that the 
$3.5 billion total capital costs, including accuracy and contingencies, should 
be used); 

ii. assumption that fuel switching benefits will be passed through to consumers 
as we are not convinced this will be true; 

iii. fuel switching benefits measure the differential between gas costs for gas 
powered generation and the value of water for hydro plant which is opaque, 
subject to sudden and material change and subjective; 

iv. discount rate applied is not consumer risk-adjusted; 
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v. margin of error associated with the Market Benefits forecasts are so great it 
makes the conclusions unreliable; 

b. The ISP and therefore the PADR, mis-represent the up-take of large-scale batteries 
already undertaken or under serious review by leading market participants, and 
therefore is disconnected from market developments; 

c. In terms of contingency planning, we believe the expected level of large-scale 
consumer plant closures included in ISP scenarios is understated, representing a 
major shortfall in the modelling design given what is happening in the market; and 

d. Behind-the-meter batteries and electric motor vehicle batteries (becoming more 
abundant over time) are poorly modelled and therefore do not reflect the likely 
commercial behaviour of these assets, nor contribute to potential management of 
system security and reliability. 

 
4. DƛǾŜƴ aŀǊƛƴǳǎ [ƛƴƪ ƛǎ ŀ ΨōƛƎ ōŀƴƎΩ ǎƻƭǳǘƛƻƴ ǿƛǘƘ ŀ пл-year legacy, it fails to meet the 

internationally accepted principles of smaller and nimble investments being more 
appropriate at times of high uncertainty. Furthermore, the Marinus Link proposal does not 
aid consumers by future proofing the system and allowing consumers the benefit of riding 
the technological benefits that are continually arriving, affecting consumer behaviour, 
learning curves, generation capacity and capability. 
 

5. Given the ISP modelling has a systematic bias of under-playing the role of batteries (large 
and small), then the conclusion that pump-storage and the associated interconnectors are 
the best Least Regret solution is regarded as questionable. In a re-work of the modelling, we 
would be surprised if gas powered generation built in Latrobe Valley complemented with a 
better utilisation of battery technology, would not be a better Least Regret solution. 
 

6. We tested an alternative which we called Battery Link that is based on fast-tracking behind-
the-meter storage using the same annual expenditure as proposed for Marinus Link, and 
concluded that when complemented with gas powered generation in VictoriaΩǎ Latrobe 
Valley (at a much lower capital cost than the Battery of the Nation and Marinus Link), there 
are greater comparable consumer benefits. This Battery Link strategy also had the benefits 
of: 
 

a. Being a more nimble and technologically driven solution that can capitalise upon 
future technological breakthroughs; 
 

b. Delivering market benefits to the spot market, but also delivering greater benefits to 
consumers directly through avoided network charges as well as wholesale market 
costs, and therefore not suffering the risk that the fuel switching benefits that 
under-pinned the PADR Market Benefits are not passed through to consumers; 
 

c. Providing the opportunity to use behind-the-meter storage for: 
 

i. black-out protection (local and grid events); 
ii. providing local network support which has the subsequent potential benefit 

of lowering network charges for all consumers; and 
iii. aiding the management of over-voltage supply caused by solar PV, which is 

considered a growing challenge which must be addressed to avoid a punitive 
approach of limiting the adoption of solar PV. 
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d. Complementing messages from the AEMC, Energy Security Board and others 
regarding the pending consumer-led energy revolution. Battery Link is a platform to 
accelerate the revolution for the benefit of consumers; 
 

e. Mitigating the risk of further market power concentration as both SnowyHydro and 
HydroTas are already critical market Price Setters that do not fundamentally have 
the same commercial driver as consumers for lower prices. These entities will have a 
greater financial burden caused by capital serving costs and operating costs 
associated with developing their respective deep-storage assets; and 
 

f. Creating more competition as consumers, who are traditional demand-side 
participants, will now be able to compete against the supply-side of the market by 
demand responding and/or discharging storage. Such an initiative will be a game 
changer for competition, benefiting consumers. 

 
 

Next Steps 
The recommended next steps from this review are: 
 

1. Discuss with TasNetworks the findings of this review to clarify any issues that may arise. 
 

2. AEMO to take onboard the modelling issues identified in this review and explore other 
options such as the Battery Link concept outlined in this review. In consultation with 
TasNetworks, the TSBC and partners would welcome the opportunity to work with AEMO in 
this endeavour. 
 

3. We contend that the findings and suggestions outlined in this review have relevance in the 
wide range of activities underway in relation to the NEM and therefore the TSBC and 
partners would welcome the opportunity to participate further, in conjunction with Energy 
Consumers Australia. These activities include, but not limited to: 
 

a. The Energy Security BoardΩǎ Post 2025 Market Design review; 
b. The !9a/Ωǎ 9ŎƻƴƻƳƛŎ wŜƎǳƭŀǘƻǊȅ CǊŀƳŜǿƻǊƪ wŜǾƛŜǿ; 
c. Integrating Distributed Energy Resources for the Grid of the Future project; 
d. Open Energy Networks project; 
e. The COGATI review; 
f. Establishment of an expert ISP consumer panel to advise AEMO during the 

development of the ISP, as announced by the COAG Energy Council on the 27th 
March 2020; and 

g. The Distributed Energy Integration Program. 
 
We acknowledge and thank the Department of State Growth and TasNetworks for making their key 
project staff available and for their valuable inputs. We look forward to discussing and clarifying any 
element of our review, as well as continuing cooperation on strategic energy solutions. 
 
 

*****  
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1 Introduction 

1.1 BACKGROUND 
This report provides a consumer-focused assessment of TasNetworksΩ recently published Project 
Assessment Draft Report (PADR)1 as the next step in the Marinus Link Regulatory Investment Test ς 
Transmission (RIT-T) process. Furthermore, the PADR builds on the Project Marinus Project 
Specification Consultation Report (PSCR). 
 
The Tasmanian Small Business Council (TSBC) has initiated this review with sponsorship from Energy 
Consumers Australia (ECA). The research was undertaken by Goanna Energy Consulting and 
SavvyPlus Consulting. This report follows our analysis of the RIT-T process as it is applied to the 
Marinus Link project and provides a critique of the PADR for discussion. 
 

1.2 PROJECT APPROACH 
The TSBCΩǎ approach, with Goanna Energy and SavvyPlus, is to provide a review and analysis of the 
range of work undertaken by the many organisations who have provided contributions to the 
Marinus project. It is not our ƛƴǘŜƴǘ ǘƻ ǊŜǇƭƛŎŀǘŜ ƻǊ Ψƻǳǘ-ƳƻŘŜƭΩ ǘƘƻǎŜ ƻǊƎŀƴƛǎŀǘƛƻƴǎ ǿƘƻ ƘŀǾŜ ǘƘŜ 
resources, information and or time; but rather the objective is to critique the work undertaken and 
test key inputs and findings. 
 
Further, the end-goal is to create a blue-print to enable the assessment of major capital spend 
projects from a consumer perspective, ensuring the correct options are selected, and the 
expenditure is under-taken in a timely and prudent manner; not just for Marinus Link, but for all 
large scale transmission investments, including interconnectors. 
 

1.3 STRUCTURE OF REPORT 
This report provides a word document of the findings which is also available in a PowerPoint format. 

The structure of this document follows a similar structure to the PowerPoint presentation, and 

reviews the PADR for the Marinus Link project in the context of: 

¶ Section 2: Consumer Issues 

¶ Section 3: Industry Modelling Critique 

¶ Section 4: Industry Methodology 

¶ Section 5: Industry Assumptions 

 

Figure 1 provides an overview of the 

PowerPoint presentation structure which has 

been replicated in this report. 

Figure 1: Overview of Presentation Structure 

 
1 https://www.marinuslink.com.au/rit-t-process/ 

https://www.marinuslink.com.au/rit-t-process/
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1.4 RESEARCH UNDERTAKEN 
In the preparation of this report, we have conducted a Literature Review which has included many 

reports prepared in Australia and some international reports. The key focus has been the PADR and 

the Draft ISP; however, a range of other reports have also been included in our review to accumulate 

knowledge, to be complemented with our own knowledge base. 

Figure 2: Documents Included in Literature Review 
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2 Consumer Issues 
Our analysis begins with consumer issues and our starting point is that regulated assets are paid for 
by consumers, therefore it is only reasonable that consumers have a big say in how and when the 
money should be spent. 
 
From a consumer perspective we have addressed: 
 
Figure 3: Consumer Issues 

 
 

2.1 PADR BENEFITS ANALYSIS ς HEADLINE CALCULATIONS 
We note the headline conclusion of the PADR, being that construction of Marinus Link would deliver 
net benefits of $1.674 billion to NEM customers on mainland Australia, averaged across the four 
scenarios which form the basis of the cost benefit analysis2. 
 
We also note the headline financial information provided in the PADR relating to the preferred 
option (1500MW link constructed in two 750MW stages, 2028 and 2032) being: 
 

¶ Expected average net benefits $1.694 billion3 

¶ Total capital cost $2.762 billion4 

¶ Annualised total costs $193 million5 
 
We were not able to identify within the PADR where the expected average gross benefits were 
calculated and discussed, or the calculation to determine average net benefits (that is, average gross 
benefits less total capital costs), but were able to calculate those from the information provided at 
table 16, page 86, which lists the relevant data for each of the four scenarios considered: 
  

 
2 PADR, page 14 
3 PADR, p14 and elsewhere 
4 PADR, Table 4, page 56 
5 Ibid 
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¶ Expected average gross market benefits $2.945 billion6 

¶ Marinus Link estimated costs $1.271 billion7 

¶ Marinus Link average net market benefits $1.674 billion8 
 
We note the use of Marinus Link estimated costs in the above calculation of $1.271 billion, which is 
not the total capital cost of the project (which is $2.762 billion). Note 2 on page 86 of the PADR 
provides the following explanation: 

 
άaŀǊƛƴǳǎ [ƛƴƪ ŀƴŘ ǎǳǇǇƻǊǘƛƴƎ ǘǊŀƴǎƳƛǎǎƛƻƴ ŜǎǘƛƳŀǘŜŘ Ŏƻǎǘǎ ŀǊŜ ƭŜǎǎ ǘƘŀƴ ǘƘŜ Ŝǎǘƛmated capital cost 
of the 1500 MW option presented in section 4.7 because the market benefit calculation considers 
only the annualised costs which occur during the modelling period (to 2050), whereas Marinus Link 
Ƙŀǎ ŀƴ ŀǎǎŜǘ ƭƛŦŜ ƻŦ пл ȅŜŀǊǎΦέ 
 
There is no further explanation of the difference between $2.762 billion (total capital costs) and 
$1.271 billion (Marinus Link estimated costs), or the mathematical derivation of the $1.271 billion, 
which is 46% of $2.762 billion. 
 
Such a difference is extremely material, given that electricity charges paid by the affected consumers 
will continue over the life of the Marinus Link assets, 40 years, assuming the link becomes part of 
¢ŀǎbŜǘǿƻǊƪǎΩ ǊŜƎǳƭŀǘƻǊȅ ŀǎǎŜǘ ōŀǎŜΦ Those electricity charges will include a component for the full 
capital costs of Marinus Link. 
 
The TSBC acknowledges the challenges involved in projecting benefits beyond the modelling period 
which extends to 2050, and agrees that such benefits should not be included in the benefits analysis, 
but questions the failure to include the full capital costs of the project. 
 
²Ŝ ŀƭǎƻ ƴƻǘŜ ǘƘŀǘ ǘƘŜ ǇǊƻƧŜŎǘ ƛǎ ǊŜŦŜǊǊŜŘ ǘƻ ƛƴ ¢ŀǎbŜǘǿƻǊƪǎΩ ƳŜŘƛŀ ŀƴƴƻǳƴŎŜƳŜƴǘǎ, Hansard9 and 
online information10 as a $3.5 billion project. The only reference in the PADR to the project costing 
$3.5 billion is however at page 160: 
 
άLŦ ŀŎŎǳǊŀŎȅ ŀƴŘ ŎƻƴǘƛƴƎŜƴŎƛŜǎ ŀǊŜ ƛƴŎƭǳŘŜŘΣ ǘƘŜ ŜǎǘƛƳŀǘŜŘ aŀǊƛƴǳǎ [ƛƴƪ ŀƴŘ ǎǳǇǇƻǊǘƛƴƎ ǘǊŀƴǎƳƛǎǎƛƻƴ 
would have a total project cost in the range of $3.5 billion. This includes an approximate cost of $3 
billion for the HVDC link and an approximate cost of $0.5 billion for the required supporting 
transmission. The total project cost estimates include allowances for accuracy and contingency, 
reflecting the fact that cost estimates for project elements are subject to a number of factors that 
Ƴŀȅ ƛƴŦƭǳŜƴŎŜ ǇǊƻƧŜŎǘ ŎƻǎǘǎέΦ 
 
The TSBC contends that the $3.5 billion total capital costs should be used as the basis for calculating 
net market benefits, noting that projects of the scale and complexity of Marinus Link invariably 
experience cost overruns, hence the legitimate application of contingenciesΦ ¦ǎŜ ƻŦ ǘƘŜ άōŀǎŜέ 
capital costs for that purpose would appear to involve a level of optimism which cannot be justified. 
 

 
6 PADR, table 16, page 86 - average of the Gross Market Benefits row 
7 PADR, table 16, page 86 ς Marinus Link estimated costs 
8 PADR, table 16, page 86 ς average of net market benefits row 
9http://www.parliament.tas.gov.au/ctee/Council/Transcripts/GBA%202019/LC%20Thursday%205%20Decemb
er%202019%20-%20TasNetworks%20Pty%20Ltd.pdf 
10 TasNetworks website, news 6th March 2020, !ǘ ¢ŀǎbŜǘǿƻǊƪǎΩ tǊƻƧŜŎǘ aŀǊƛƴǳǎΣ άǿƻƳŜƴ ŀǊŜ ŎŀǊǾƛƴƎ ƻǳǘ 
ǘƘŜƛǊ ƻǿƴ ǇƭŀŎŜ ƻƴ ǘƘŜ ϷоΦр ōƛƭƭƛƻƴ ǇǊƻƧŜŎǘέΦ 

http://www.parliament.tas.gov.au/ctee/Council/Transcripts/GBA%202019/LC%20Thursday%205%20December%202019%20-%20TasNetworks%20Pty%20Ltd.pdf
http://www.parliament.tas.gov.au/ctee/Council/Transcripts/GBA%202019/LC%20Thursday%205%20December%202019%20-%20TasNetworks%20Pty%20Ltd.pdf
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We note the analysis presented at table 34, page 162, but suggest that the average gross benefits as 
calculated and represented in the PADR should be independent of the capital costs. 
 
A representation of the average net benefits from the project, using the Base capital costs and 
Contingent capital costs, is shown below in Table 1. 
 
Table 1: Marinus Link Average Net Benefits 

 Base capital costs Contingent capital costs 

Average Gross Benefits $2.945 billion $2.945 billion 

Capital costs $2.762 billion $3.500 billion 

Average net benefits $0.183 billion ($0.555 billion) 

 
Using the information presented in Table 1, it would appear that Marinus Link at best would deliver 
marginal benefits, especially given the scale of the investment required and the issues and risks 
identified in the remainder of this review. 
 
At worst Marinus Link would deliver negative benefits. 
 
The TSBC suggests that TasNetworks should articulate any shortcomings it sees in the portrayal of 
benefits outcomes described in Table 1 above. 

2.2 PRICE IMPACTS & PRICE SIGNALS 
This section of the report addresses Price Impacts of Marinus Link as well as the need to manage 
Price Signals to consumers in order to reduce cost for all. 

2.2.1 Price Impacts 
The PADR concludes that price impacts to consumers will be most evident in the first decade, and 
then dissipate in the second decade. On average it appears the average gain was about $3.20/MWh 
in the first decade and then decreasing to about $1.35/MWh in the next decade of Marinus Link. 
CǳǊǘƘŜǊƳƻǊŜΣ ǘƘŜ ōŜƴŜŦƛŎƛŀǊƛŜǎ ŀǊŜ ŎƻƴǎǳƳŜǊǎ ƻƴ ǘƘŜ ƳŀƛƴƭŀƴŘΣ ǊŀǘƘŜǊ ǘƘŀƴ ¢ŀǎƳŀƴƛŀƴǎ άƎƛǾŜƴ ǘƘŜ 
¢ŀǎƳŀƴƛŀƴ DƻǾŜǊƴƳŜƴǘΩǎ Ǉƻǎƛǘƛƻƴέ11 
 
Figure 4: Price Impacts - According to PADR and beneficiaries 

  
 

 
11 PADR, p102 
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It is then observed that the PADR Market Benefits begin low and then increase noticeably from 
2035, which is a different pattern to the price impacts re-produced in Figure 4 above; and therefore 
it follows that the main beneficiaries from Marinus Link are not consumers.  
 
Figure 5: PADR Market Benefits 

 
 
 
This conclusion that consumers are not the main beneficiary is observed more clearly when the 
Market Benefits are overlayed with the Price Impacts as shown below: 
 
Figure 6: PADR Market Benefits and Wholesale Price Impacts, along with Beneficiaries 

 
 
We conclude that if the driver of the Market Benefits arises from fuel substitution, and we have 
serious doubts about whether such benefits would be passed onto consumers, (see Section 2.5 
Market Power) but also the PADR modelling itself demonstrates there is a disconnect between the 
timing of Market Benefits and the Price Impacts. Of the two decades considered in the PADR, the 
second decade represents 62% of the Net Market Benefits when little price impact is expected (i.e. 
about $1.35/MWh). Furthermore, we are concerned about the margin of error inherent with such 
modelling (see Section 4.3 Margin of Error), and the lack of risk adjustment applied to the discount 
rate used in the benefits measurement (see Section 2.3.2 Modelling Risks). 
 
We therefore conclude that despite consumers being expected to pay for Marinus Link, consumers 
are not the main beneficiaries. 
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Figure 7: Price Impacts Finding 

 
 
 
 
 
 
 

2.2.2 Price Signals 
Price signals play an important role in building an 
efficient electricity market place so that demand response can contribute to the real-time balancing 
requirement, as evident by initiatives such as the 5-minute settlement rule change and the 
introduction of multi-part solar feed-in tariffs encouraging west-facing solar generation, to aid 
meeting evening peaks. 
 
Figure 8: AEMC 5-Minute Rule Change and West Facing Solar PV 

  
 
It is our conclusion that the ISP and therefore the PADR have not considered the role of consumer 
price signals in affecting demand response, leading to a lower cost solution to all. Retail price signals 
in the NEM are simplified and do not reflect the 
emerging power of the consumer. Artificial 
Intelligence, smart meters, and the internet of things 
(IoT) will accelerate the way in which users consume 
and generate power. 
 
Our conclusion is that consumers have demonstrated 
their willingness to invest are adaptable given the 
correct incentives, as the technology is available and 
will only improve in terms of its application and 
affordability. 
 
Figure 9: Price Signals Findings 
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2.3 INVESTMENT PROPOSITION  
The next step in the analysis was to consider the investment proposition where consumers pay for a 
regulated asset such as Marinus Link for the next 40-years. In other words, we are treating 
consumers in a similar way to any other investor where the risks and benefits are assessed. 
 
Figure 10: Consumer Issues ς Investment Proposition. 

 
 
Treating a consumer as an investor, we have considered three (3) risks, which are then addressed 
individually. 
 
Figure 11: Consumer Investment Risks. 

 
 

2.3.1 Technology Risks 
Technology is moving at a rapid pace and when the Marinus Link is considered, it is providing 
transportation of energy from one region to another, and therefore does not itself generate any 
more energy for the grid. Marinus Link may enable more energy to be offered to the market, but 
nevertheless the link is exposed to rapid advances in technology and changes in consumer 
behaviours. 
 
It is no secret that the energy market is very much exposed to technology changes ranging from 
management to generation. It is our conclusion that the technology risk associated with Marinus 
Link is material and therefore the value proposition needs to be compelling for an investor (like 
consumers) to accept the 40-year technology risk. 
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The sample slide shows some of the many potential changes mentioned in recent press clippings. 
This sample does not claim to portray every break-through development, but rather is intended to 
give an insight into the potential change. 
 
Figure 12: Consumer Technology Risk is Huge 

 
 
The other point to note is this investment in energy markets is not constrained to the province of 
Australia, which is relatively speaking, in global terms, a small market. The research and 
development being undertaken is global and significant, and therefore the leverage opportunities 
for Australia are very high.  
 
Figure 13: Renewable Transition is Global 
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As an example, one of the technology risks noted for Australia and indeed Tasmania, is renewable 
hydrogen which could have a profound impact on the NEM. 
 
Figure 14: Renewable Transition is Global 

 
 
 
  

2.3.2 Modelling Risks 
The second risk identified for our consumer investor, relates to modelling risks. In other words, all 
these long-term benefits are predicted and as with any prediction are exposed to errors, with the 
questions being άto what degreeΚέ and άis there a materiality that would undermine any modelled 
conclusionΚέ. 
 
Our finding is that we have concerns regarding: 
 

a) The modelled market benefits which we have already discussed in Section 2.1, PADR 
Benefits Analysis ς Headline Calculation; 

b) Price Impacts & Price Signals, where consumers do not appear to be the primary beneficiary, 
but are expected to pay-for the asset; 

c) Market power and whether these modelled benefits will be passed through to consumers 
which is discussed further in Section 2.5, Market Power; 

d) Margin of error of any modelling which is discussed in Section 4.3, Margin of Error; and 
e) The discount rate used in measuring the benefits which is discussed below. 

 
Looking at the discount rates used, the PADR used the Energy Network Australia RIT-T Economic 
Handbook base discount rate of 5.9% (real, pre-tax), along with a high and low case of 3.54% and 
8.26% respectively.12  
 
However, looking at the Marinus Link as a consumer investment proposition, these discount rates 
are considered inappropriate when one considers the risks outlined in this report. Using the PADR 
results of the Net Present Value of the benefits, it can be shown that the so-ŎŀƭƭŜŘ άIƛƎƘ /ŀǎŜέ 
materially diminishes the benefits, and if this discount rate was risk-adjusted (which is what a typical 
investor would do), the benefits would be marginal assuming no modelling errors.  
 

 
12 PADR, p158 




















































































