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Dear Mr Jones 

REFRIGERANT RECLAIM AUSTRALIA LIMITED APPLICATION FOR AUTHORISATION 
A91256 - INTERESTED PARTY CONSULTATION 

I refer to your letter dated 26 October 2010 inviting comment on Refrigerant Reclaim 
Australia's (RRA) application for authorisation to continue with an industry agreed levy to 
reclaim synthetic greenhouse gas refrigerants. 

I understand that the purpose of the Australian Competition and Consumer Commission's 
(ACCC) inquiry is to determine whether the public benefits of such a levy outweigh the costs 
from any anti-competitive outcomes. 

The Department of Environment and Conservation (DEC) has not undertaken any analysis 
of the costs of the levy but, based on the information presented in RRA's submission, 
considers that they are relatively minor. 

DEC does, however, consider that the benefits of the levy are significant. 

I understood that importers of new refrigerant pay a levy of $2 per kilogram to RRA, which is 
added to the price of new refrigerant when sold. The funds raised from this levy are then 
applied to a rebate to reimburse participants for the costs involved in the recovery, handling 
and return of refrigerants. The public benefit arises from the fact that this avoids these 
gases being released to the atmosphere. While the quantity of gases involved is relatively 
small (746 tonnes total between 2002 and 2009 and 180 tonnes in 2009), the very high 
greenhouse gas warming impact of these gases means that the greenhouse gas impact of 
avoiding atmospheric release is much higher - a total of 1,270,000 tonnes of carbon dioxide 
equivalent (C02,) between 2002 and 2009 and 290,000 tonnes in 2009 according to RRA. 
These amounts are arguably significant in the context of national emissions of 537,000,000 
tonnes of CO,, in 2009. 

RRA's application does not state the costs of this abatement, however, the levy is currently 
$2 per kilogram of gas imported. This funds a rebate of between $3 and $7.50 per kilogram, 
depending on whether it is being received by a contractor or wholesaler. A total of between 
$540,000 and $1,351,500 was spent in 2009 to deliver 160,000 tonnes of abatement in CO,, 
terms. This is an implied cost of between $3.30 and $8.45 per tonne. This is below the 
starting price of $10 per tonne in the Commonwealth's proposed Carbon Pollution Reduction 
Scheme and well below the short to medium term carbon price of approximately $40. 
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It must therefore be regarded as low-cost abatement. Given the economic importance of 
reducing greenhouse gas emissions at least cost, DEC believes there are benefits in any 
mechanism delivering these abatement costs. 

There are also additional benefits from the levy which should be taken into consideration 

As a general principle, product stewardship suggests that the costs of managing waste 
should be borne by those producing it which, in this case, would be the refrigerant industry 
which bears the cost of the levy. 

Finally, the levy is also likely to be beneficial to the refrigerant industry as to some extent it 
insulates it from the impact of a carbon price should it occur. By managing its greenhouse 
gas impact with the levy, at the moment the industry is less exposed than if it was required to 
pay a carbon price of between $10 and $40 per tonne. 

DEC therefore considers that the benefits of the levy outweigh any costs from a decrease in 
competitiveness and would support the ACCC authorisation of its continuation. 

I trust this information is of assistance. If any further information is required, please contact 
Charles Crouch, Principal Economist with DEC's Climate Change Unit, on (08) 6467 5545 or 
charles.crouch@,dec. wa.gov.au. 

Yours sincerely 

Keiran McNamara 
DIRECTOR GENERAL 
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