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4th August 2016


Energy Policy and Programs
Department of Economic Development, Jobs, Transport and Resources
GPO Box 4509
Melbourne VIC 3001

Lodged via email: energysaver.incentive@ecodev.vic.gov.au



[bookmark: Private]Dear Madam / Sir,

Re: VEET options for including large energy users currently excluded from the scheme and VEET eligible projects

Visy Industries Australia Pty. Ltd. (Visy) welcomes the opportunity to comment on the options to include large energy users, previously exempt under the EREP program, in the Victorian Energy Efficiency Target (VEET) scheme.

Visy is a large energy-consuming recycler and manufacturer with over a hundred facilities across Australia, many of which are located in Victoria. Visy has been very active in targeting energy efficiency opportunities and alternative energy technologies in its facilities.

Visy directly employs around 5,000 people in Australia, and as a highly trade-exposed manufacturer with, is sensitive to global competition – energy costs are a key part of that sensitivity.

Energy costs for Australian industrial consumers have been rising steeply over the last few years and the cost of energy for industry is becoming increasingly uncompetitive in a global context.


VEET-eligible Activities and Project Methodologies

Visy supports the encouragement of energy efficiency uptake in industry. We note that as part of the current review of the VEET, the Department of Economic Development, Jobs, Transport and Resources (the Department) has proposed the harmonisation of the VEET scheme to the NSW Energy Savings Scheme (ESS) regarding eligible activities and project assessment methodologies.

At present, industry is either ineligible, or would not find it financially viable to undertake the vast majority of project types listed under the current VEET scheme. One key exception is lighting projects in commercial and industrial premises. The vast majority of other eligible project types are either (a) activities which industry are explicitly deemed to be ineligible, (b) geared towards energy use and energy-consuming devices at residential or commercial premises, or (c) simply unviable for large energy users to undertake due to very poor underlying project returns.

If the VEET is to incentivise energy efficiency in the industrial sector, it should harmonise the list of eligible activities, project methodologies and project assessment with the NSW ESS and Visy strongly supports the Department’s proposal to do so this should be put in place no later than 1st January 2017


Gas-saving projects and VEET eligibility

Noting the Department’s consideration of harmonising VEET activity eligibility with the NSW ESS eligibility, Visy re-inforces the importance of allowing an abatement incentive for Natural Gas-saving projects.

Gas pricing for industry and all consumers has now become highly uncompetitive on a global scale with local gas prices far exceeding all current international gas price benchmarks.

In this environment, it is crucial that VEEC eligibility is opened up to gas saving projects to give large gas-consuming entities the opportunity to reduce their gas consumption and improve their international competitiveness. Again, we would strongly support the Department’s proposal to adopt NSW ESS harmonisation which has allowed credit to gas-saving project starting this Calendar year.

Proposed removal of Exemptions for large energy-consuming Sites

Visy notes that the Department proposes removing the exemption from liability of EREP-registered sites. Visy notes the Department’s position that there is no longer a rationale for exemption of any large energy-consuming sites sites but Visy strongly disagrees with this conclusion.

We refer to exemptions and partial exemptions in other energy incentive, carbon abatement, renewables schemes both past and present – notably the NSW ESS, the former Federal Carbon Pricing Mechanism (CPM), the Federal Small Renewable Energy Scheme (SRES) and the Federal Large Renewable Energy Target (LRET).

All of these schemes recognise, or formerly recognised in the case of the CPM, that emissions and/or energy-intensive highly trade-exposed (EITE) companies require assistance to abate the cost impact of these schemes noting in particular that trade-exposed firms are unable to pass these costs through to their customers. This problem is particularly acute given the steep rise in the price of electricity and gas in Australia which in many cases are now above levels in many other developed economies.

Visy believes that this is a persisting theme and the rationale for exemption from cost under such schemes, including the VEET, has if anything become stronger in the current climate of Australian energy pricing.

Options for Immediate or Gradual inclusion to VEET for large energy-consuming sites

The Department has proposed either an Immediate Inclusion of large energy-consuming sites in the VEET (1st January 2017) or a Gradual Inclusion (1st January 2020 at the latest or earlier if a site opts in).

Visy does not agree with the rationale for either a gradual or immediate inclusion in the case of EITE sites as explained earlier in this submission whether gradual or immediate.

Visy’s proposal for treatment of EREP sites

Visy proposes that large energy-consuming sites in future be treated in a manner consistent with the NSW ESS scheme. Specifically, sites currently classified as EREP sites but also defined as EITE under Federal Legislation would be eligible for a partial exemption, specifically 94.5% in the case of the NSW ESS.[footnoteRef:1] Note that this is not a full (100%) exemption which currently applies to EREP sites. [1:  NSW ESS Exemption Rule (http://www.ess.nsw.gov.au/Scheme_Participants/Exemptions)] 


Sites currently classified as EREP sites but not defined as EITE sites would not be eligible for an exemption, full or partial. Note that this means that some sites which are currently exempt as EREP sites, would no longer be eligible for an exemption at all to the extent they are not defined as EITE sites. To be clear, Visy has a number of EREP sites which are not EITE sites, and these sites would no longer be eligible for an exemption in the proposed treatment put forward by Visy.

Aside from the issue of exemptions however, it is crucial that EITE sites receiving partial exemption become eligible to seek VEEC credit for relevant activities as is provided for under the NSW ESS.

These transitions to a scheme which is harmonised with the NSW ESS should take effect on 1st January 2017 as this is consistent with the “Immediate Inclusion” scenario in a temporal sense.

Importance of project eligibility at EITE sites.

It is counter-intuitive that sites which are energy and emissions-intensive (ie EREP and EITE sites) should be ineligible to create VEECs – by nature these are the biggest consumers of energy in the State of Victoria with potentially the largest individual energy and emissions abatement opportunities.

Excluding these sites from eligibility to create VEECs under any regime means Victoria is missing out on substantial abatement unnecessarily.

We hope you will consider our submission relating to eligible projects and project methodologies under the VEET and also in relation to the future treatment of site assistance and we would be pleased to discuss it with you at any time.



Yours sincerely, 




(Royce DeSousa)
General Manager – Energy & Sustainability
Visy Industries Australia
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