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22nd July 2016

Energy Policy and Programs
Department of Economic Development, Jobs, Transport and Resources
GPO Box 4509
Melbourne VIC 3001
Via email: energysaver.incentive@ecodev.vic.gov,au

Re: Energy Saver Incentive (ESI) scheme - Consultation

Dear Sir/Madam,
APA Group is pleased to have an opportunity to provide comments to the Victorian Government Department of Economic Development, Jobs, Transport and Resources (the Department) consultation on proposed changes to the Energy Saver Incentive (ESI) scheme.  
About APA Group
APA own and/or operate around $19 billion of energy assets and deliver half the nation’s natural gas usage. APA own 15,000 kilometres of natural gas pipelines that connect sources of supply and markets across mainland Australia. APA operate and maintain gas networks connecting 1.3 million Australian homes and businesses and employ over 1600 people. APA also own or have interests in gas storage facilities, gas-fired power stations and wind farms. APA Group (ASX:APA) is listed on the ASX and is included in the S&P ASX 50 Index. 
APA’s Energy Assets include the 7,500-kilometre East Coast Grid of interconnected gas transmission pipelines. This grid provides the flexibility to customers to move gas around eastern Australia, anywhere from Otway and Longford in the south, to Moomba in the west and Mount Isa and Gladstone in the north. In Western Australia and the Northern Territory, APA’s pipelines supply gas to power major cities, towns and remote mining operations. APA also own and operate the Mondarra Gas Storage Facility and the Emu Downs Wind Farm in Western Australia, Diamantina and Leichhardt Power Stations in Queensland, the Dandenong LNG Storage Facility in Victoria and the Central Ranges Gas Distribution Network, servicing Tamworth in New South Wales.
APA also has extensive investment interests in a variety of other energy assets across Australia, such as pipelines; power stations; wind farms; electricity interconnectors; gas processing plants and a gas distribution network.
Format of APA’s response 
In this single submission paper, APA provides responses to consultation papers of relevance to APA. Specific comments are clearly attributed to each consultation paper, for ease of understanding of the reader. APA also provides an executive summary. Papers responded to are:
· Response to submissions to the 2015 consultation on Project Based Activities
· New Project Based Activity method: Measurement and verification (M&V)
· New Project Based Activity method: Benchmark Rating 
· Options for including large energy users currently excluded from the scheme June 2016

Summary of Response to papers
APA is supportive of ESI changes proposing the use of the NABERS system for Project Based Activity (PBA) methods, consistent with the principle of using schemes, like ESI, in preference to state based equivalents. APA also acknowledges the high standing of NABERS nationally.
APA is supportive of the ESI PBA methods being based on fuel and technology neutrality, although more emphasis in design of the ESI should be given to achieving the goal of least cost emission reduction. Currently the ESI is not adequately focused on least cost emission reduction, as evidenced by the continuation of solar hot water units being eligible to attract RET incentives, as well as ESI incentives – unlike the NSW Energy Savings (ESS) scheme which prohibits such ‘double dipping’.
Although progress has been made in regard to harmonisation, more work needs to be done to make the ESI and the ESS schemes more alike, a step that would logically bring compliance and cost benefits to scheme participants.
Finally, APA believes that Large Users (LUs) should be allowed to choose whether or not they participate in the ESI as well, to be able to choose how and/or when they enter the ESI.

Paper:
Victorian Energy Efficiency Target (VEET) scheme

Response to submissions to the 2015 consultation on Project Based Activities

“The method has been designed to be flexible and technology-neutral”[footnoteRef:1] [1:  “Response to submissions to the 2015 consultation on Project Based Activities” – Page (1)
] 


APA supports the principle that emissions reduction policies should be technology neutral in design, and should reward that which is the lowest cost per unit emissions reduction.
On that basis APA is very supportive of the ESI being a technology neutral scheme and as such congratulates the Victorian government for adopting this approach in respect of its design. 
However, with respect to emissions reduction cost per unit achieved, APA is concerned that solar hot water heaters will still attract both RET (SRES) as well as ESI incentives (VEECS).  ‘Double-dipping’ of this nature not only distorts the equity of the schemes like ESI, compared with competitor appliance types, but it also means that the emission reductions outcomes are significantly more expensive on a per unit of emissions reduction achieved than for other alternative hot water appliances, e.g. gas hot water appliances, which would receive Victorian Energy Efficiency Certificates only, under the ESI.
Notably, the NSW ESS does not allow the payment of Energy Savings Certificates to those appliances/processes eligible for the ERF or RET schemes, and as such, APA finds it disappointing that the ESI scheme differs in its proposed treatment of solar hot water appliances. APA also finds this particularly surprising, given that effort has clearly been made by ESI scheme designers to harmonise with the NSW ESS, but not so in this particular aspect of the scheme.

Paper:
Victorian Energy Efficiency Target (VEET) scheme

New Project Based Activity method: Measurement and verification (M&V)

Question:	Do you have any comments about this proposal? (Page 4)

APA supports the initiative to introduce PBAs to the ESI scheme. Apart from expanding the scope and diversity of the ESI scheme, by adding PBA options, APA acknowledges the efforts being made by the ESI scheme designers to have a scheme that is ultimately harmonized with the NSW ESS. Although the paper acknowledges that there are still significant differences between the ESI and ESS schemes, APA encourages ESI scheme designers to continue the harmonisation process, however challenging.


Paper:
Victorian Energy Efficiency Target (VEET) scheme

New Project Based Activity method: Benchmark Rating 

Question:	Do you have any comments on this proposed method? (page 4)

APA is supportive of the use of the NABERS scheme in the above PBA method, given that NABERS is an already recognized and national scheme. 
APA’s fundamental position is that schemes need to be technology neutral in design, with national schemes being preferred over state based schemes. 
National consistency usually means that compliance costs and risks are lower for participants in a single, national scheme. This is particularly the case if the scheme is a proven and established national scheme, such as NABERS.

Paper:
Victorian Energy Efficiency Target (VEET) scheme

Options for including large energy users currently excluded from the scheme June 2016

Questions:	(From page 3)
Of the options provided, which is your preferred option? Please say why.
Are there any other options or issues that have not been considered?
Do you have any comments on these proposals?

APA believes that Large Users (LUs) should have the choice to participate in the ESI, or not. Although we recognize that the feedback from LUs has been to allow LUs to participate in the ESS, APA is also cognizant of the fact that LUs often differ in industry type; size; market type etc., from one to another. For that reason, APA believes that ESS may benefit some LUs, but be detrimental to others, hence APA’s view is that choice for LUs should prevail in regard to ESI scheme participation. 
In regard to how LUs should be included in the ESI, APA believes again, that when and how they join should also be left to the individual LU.

Close 
[bookmark: _GoBack]APA thanks the ESC for the opportunity to comment on the consultation papers currently available for comment. 
Please contact either Josh Hankey (07 3215 6632) or myself (08 8113 9197) should you wish to discuss our submission further. 
Yours sincerely

Peter Gayen
Manager, Networks Commercial
APA Group – Operator for Australian Gas Networks



APA Group comprises two registered investment schemes, Australian Pipeline Trust (ARSN 091 678 778) and APT Investment Trust (ARSN 115 585 441), the securities in which are stapled  together.  Australian Pipeline Limited (ACN 091 344 704) is the responsible entity of those trusts. The registered office is HSBC building, Level 19, 580 George Street, Sydney NSW 2000.
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