
Your Ref: 43823 

Attn: Gina D'Ettorre 
Australian Competition and 
Consumer Commission 
GPO Box 520 
Melbourne Vic 3001 

1 9 November 201 0 

Re: Refrigerant Reclaim Australia Limited - Authorisation 
Application - A91256 

Dear Gina, 

Thank you very much for your consideration of this submission. 

Kind regards, 

Brent Hoare 

Executive Director 
Green Cooling Association 

Contents 

Green Cooling Association 

I1 Summary 

ill RRA Authorisation, Operations and Performance 

N Anticompetitive Impad 

Page # 

V Environmental Impacts 16 

VI Relevant Pending Legislation and Developments 16 

VII Appendix 20 



The Green Cooling Association Inc 

The Green Cooling Association (GCA) is a mot for profit organisation whose members 
include refrigeration and air conditioning (RIM=) industry participants that support the need 
to reduce the global warming impact of the isdustry. GCA members include suppliers of 
technology and refrigerants that have a low Gbbal Warming Potential (GWP) including 
both low G W  refrigerants and equipment that has been shown to be energy efficient 
when using low G W  refrigerants. As a rest& GCA also seeks to promote the adogtion of 
low GWP refrigerants and the associated equipment designed to,use I* G m  
refrigerants. 

GCA works with a network of like-minded organisations worldwide that have 
demonstrated the need and opportunity to d u c e  global reliance on high cost, high GWP 
refrigerants. 

This submission is offered in response to the RRA application to the ACCC (Authorisation 
Application - A91256) for authorisation to expand and restructure its operations as a cartel 
in the refrigeration and air conditioning (RAC) industry. 

II Summary 

In the following submission we aim to demomistrate that Refrigerant Reclaim Australia 
(RRA) is seeking authorisation for a program that is not in the public interest because it is 
both antiwmpetiiive and ineffective in s e ~ r r g  its purpose. We aim to show that the 
national interest is not sufficiently served by RRA on environmental impact grounds and 
that alternative or competing arrangements would be more effective by avoiding the 
existing public detriments and providing much greater public benefits. We provide 
considerable background information in the appendix that serves to support these 
arguments. 

We ask that the ACCC not provide the requested authorisation and provide only 
interim authorisation, in line with the current authorisation, pending consideration 
of alternatives. We ask that the ACCC crY on the Minister for the Department of 
Sustalnability, Environment, Water, Population and Communities to conduct 
industry consultation to investigate and propose alternatives or recognition of 
competing arrangements for refrigerant product stewardship. 

RRA has asked for authorisation to: 
1. Be granted for a period of five years 

2. Based on an expanded authority that enables RRA to: 
a. adjust its rebate rates 
b. to recycle refrigerants 
c. supply destruction services via ar onshore or offshore supplier. 

Whilst this list of entitlements has largely baen present in principle, RRA is now calling for 
these to be specifically recognised in its aufhority. We consider the proposal to be a 
major expansion of the Impact and p e r i d  of RRA authorisation. 
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These are significant changes that would enable RRA to have an anticompetitive impact 
on the refrigerants manufacturers industry, the refrigerants distribution industry, and the 
refrigerants waste management industry over an extended period. These changes are 
proposed when there are significant relevant legislative developments that RRA appears 
to be seeking to preempt. These include: 

. The development of Extended Producer Responsibility (EPR) legislation that aims to 
establish a legislative basis for comprehensive product stewardship. It is unlikely that 
RRA's existing program would satisfy the anticipated EPR legislation primarily 
because RRA does not address through life management and end of life management 
of RAC equipment and only addresses end of life product stewardship of refrigerants 
with limited scope and funding. 

& A~fftissioRs -policy htwiltsignificantry change m 6 a S i i s ~ r T h e ~ ~ e @ o n ~  
refrigerant imports because SGG will be levied at point of import under Emissions 
Trading Scheme (ETS) legislation making the RRA levy redundant. An ETS levy 
would be far greater - at least ten times more being the $10.00 per C0- tonne 
proposed under the prior ETS, and much more in the out years of a market driven 
ETS. Significant amendment of the Ozone Protection and Synthetic Greenhouse 
Management Act (1989) (hereinafter the 'OPSGGM Act") is likely to be required. 

The likely development of EPR and ETS legislation will significantly alter the economic 
and administrative structure relevant to RRA. RRA's proposal seeks to preempt these and 
preserve the status quo for low refrigerant recovery that RRA has established and 
perpetuates. 

Although the ACCC would be obliged to recognise any such developments as a material 
change in circumstances and issue a revocation of the authorisation, it is submitted that 
the flaws in the existing arrangement are of sufficient magnitude and gravity that the 
ACCC ought not provide any further legitimacy to the applicant. A clear signal is urgently 
required that it is well past time for reform of Australia's refrigerant recovery and 
destruction arrangements. 

We therefore recommend that RRA authorisation not be for a period of five years 
and request that any authorisation be limited to one year, that any arrangements 
remain in line with the current authorisation, and aruuntingentonEeRandER3 

------- 

-iv&ikoprnents. 

Anticompetitive 

We submit in section Ill that RRA's structure and proposal for extended authorisation is 
antiwm petiiive because it: 
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1. Creates a monopoly for the function of SGG recoveries and destruction by being the 
only basis for SGG recoveries able to access the levy authorised for RRA's use. 
Organisations interested in offering competitive services for this function are not able 
to access the levy funds authorised for RRA's exclusive use. 

2. Causes low GWP refrigerants to be at a major price disadvantage because SGG 
refrigerants are not required to bear the cost of their environmental impact. Whilst low 
G W  refrigerants are available, their superior environmental impact is not reflected in 
the price of these refrigerants because of the competitive advantage awarded to SGG 
refrigerants effectively by way of RRA authorisation. 

The impact of RRA authorisation is to reduce competition in the refrigerants supply sector 
and impede the transition to low GWP refrigerants. The anticompetitive public 
detriments also arise because RRA gives a public stamp of approval to the use of 
SGG, creatlng the false and misleading impression that SGG are adequately 
managed at end of life by their purported product stewardship arrangements. This 
legitimbing function serves to protect the market position of SSG by removing the 
pressure that would otherwise exbt to use low GWP refrigerants. 

3. Proposes to subsidise users of HCFC refrigerants at the expense of importers of all 
other refrigerants by recycling HCFC to the benefit of HCFC users. 

Environmental Impact 

We submit that RRA's application for authorisation fails on environmental impact grounds 
because: 
1. The RRA product stewardship program is structured to achieve a low level of 

recoveries and their application will cause this low performance to be continued for an 
extended period. 

2. The RRA authorisation would allow the SGG refrigerants industry to cause a high 
degree of environmental harm for an extended period that should be addressed by a 
product stewardship responsibility but is not addressed by RRA. RRA recoveries are a 
low proportion of SGG refrigerant emissions. The authorisation would setve the 
interests of high G W  refrigerant suppliers and continue to impede the transition to 
low GWP refrigerants. 

3. The RRA proposal to recycle HCFC contradicts its mandate to minimise the 
environmental harm of refrigerants. HCFC RAC equipment is known to have a high 
leakage rate that is not addressed by RRA but will be continued so long as HCFC 
refrigerants are available by way of recycling. Extension of this right to recycle HCFC 
to HFC could lead to RRA recycling the vast majority of refrigerants they recover, 
destroying very liile, and causing increased environmental harm due to through life 
emissions not addressed by RRA. 

4. Enables RRA to fund the development of off shore destruction setvices at the expense 
of the existing Australian owned destruction services. 
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RRA Authorisation, Operations and Performance 

In this section we aim to describe the nature and impact of RRA's current authorisation in 
order to understand the context of the current application. Most importantly we describe 
how RRA's claimed purpose is to reduce the environmental harm of refrigerant emissions. 
We therefore would ask the ACCC to spectfically take into account the lack of 
effectiveness of RRA in reducing refrigerant emissions from both an environmental 
point of view and an anticompetitive point of vlew. 

RRA is authorised by the ACCC to operate a cartel of RAC industry participants on the 
basis that RRA performs a service that the industry requires to reduce its environmental 
impact; the global warming impact of Ozone Depleting Substances (ODs) and Synthetic 
Greenhouse Gases (sGG)'. These materials are commonly used as refrigerants in 
refrigeration and air conditioning equipment and as blowing agents in insulation in these 
and related equipment. ODs and SGG are known to have a high global warming impact 
when released into the atmosphere and are therefore included in the Montreal (ODs) and 
Kyoto (SGG) Protocols as a basis for reducing their environmental impact. Australia is a 
signatory to both protocols. 

RRA is comprised of the refrigerant suppliers and RAC equipment suppliers that use 
these materials, which are present in over 30,000,000 individual units of RAC equipment 
and systems present in virtually every home and commercial building in Australia. 
However it is also the case that the dominant suppliers and users of refrigerants are the 
suppliers and users of SGG and ODs refrigerants. RRA does not in fact represent the 
entire RAC industry. It does represent those companies that have a vested interest in 
protecting the market share of SGG refrigerants. 

The extent to which this is true might be difficult to appreciate. It is evident in the make up 
of the RRA Board of Directors. The RRA Board is entirely comprised of people that have a 
direct or historical involvement and I or interest in the supply and use of SGG refrigerants. 
The RRA Board of Directors does not include any parties that have clear independence 
and a demonstrated interest and expertise in environmental outcomes. Despite offers 
from organisations that supply low GWP refrigerants, these offers have been rejected. 
It is also the case that the dominant suppliers and users of refrigerants are the suppliers 
and users of SGG and ODs refrigerants. 

RRA does not in fact represent the entire RAC industry. It certainly does not represent all 
of the stakeholders in the use of RAC equipment including retailers and users of RAC 
equipment, effectively the entire community. It does represent those companies that have 
a vested interest in protecting the market share of ODs and SGG refrigerants and have a 
vested interest in a low cost product stewardship program. 

For ease of expression we will here forward refer to SGC unless reference to ODs is directly relevant 
because we are concerned primarily with the global warming impact of refrigerants. ODS refrigerants 
have a high global warming impact that is captured by the term SGG. 
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The vested interests present in RRA's structure and operations is also evident in the close 
relationship between refrigerant technology and RAC equipment technology. The vast 
majority of RAC equipment in use in Australia uses SGG refrigerants. Whilst low G W  
technologies are available and proven there is little incentive for adoption because of the 
fact that SGG refrigerant technologies do not incorporate the cost of their environmental 
impact. NonSGG refrigeration technology requires transition of the RAC equipment 
engineering and supply chain. This is a transition that RRA does not recognise or support 
and which is actively opposed by RRA directors and members. 

This is the primary way in which RRA's product stewardship serves the SGG based 
refrigeration and air conditioning industry. This is the primary reason the SGG based RAC 
industry supports a low cost, low performance product stewardship program. 

RRA Operations 

RRA receives funding for its activiis by way of a levy applied to the import of ODs and 
SGG at the flat rate of $2.00 per kilo of material - all of which is imported in the form of 
bulk imports and pre-charged imports of RAC equipment. RRA reports, in their 
application, that in 2009/10 imports of bulk refrigerants were 4980 tonnes. They do not 
advise the volume of refrigerant present in pre-charged equipment, which is a significant 
proportion - about 30% of total SGG imports2. 

As a result RRA annual revenues from the levy are typically in excess of $14.000,000 and 
growing as a natural consequence of economic growth. RRA reports having almost 
$20,000,000 in cash reserves in 2007108 reflecting historical levies not spent in prior 
years. It is likely that their cash reserves are now in excess of $25,000,000. One 
commentator described RRA's management of the fund as a Ponzi scheme "they collect 
the funds but do not spend the money arguing that the funds will be required at a latter 
date. Meanwhile they do not address their current responsibilities as a product steward." 

RRA is the only organisatin entitled to draw on this fund and is charged under the prior 
ACCC authorisation to use the funds to reduce the environmental impact of refrigerant 
emissions. The trust deed entered into in 2002 by RRA calls for RRA to: 

Contribute to the prevention of emissions of refrigerants into the atmosphere, 
Reducing wastes which would otherwise end up in landfill, 
Encourage contractors ... not to discharge refrigerants and waste into the 
atmosphere or the environment, 
Recycle or destroy so much of the refrigerants and wastes ... as in the opinion of 
the Trust is practicable. 

In referencing thb trust deed we would emphasbe that the purpose of RRA is to 
reduce the envlronmental impact of ODs, SGG emissions3. Accordingly it is 

Energy Strategies, "ODs and SGG in Australia - Study of End Uses, Emissions and Opportunities for 
Reclamation, 2008. This report shows imports of over 7,191 tonnes in 200617. DEWHA reports a far higher 
figure for 2009110 that appears inconsistent with historical rates of SGG imports (see table page 6). 

SGG and ODS materials are also used as a blowing agent in insulation. Whilst the OPSGGM Regulation provides 
an exemption of emissions caused by disposal of these blowing agents they are in fact a signlllcant proportion of 
emissions in some RAC sectors. Domestlc refrigerators for instance contain both SGG remeants  and blowing 

Green Cooling Association Inc PO Box 558, Kamomba, NSW 2780, Australia 
www.~reencoolmg8~p 

6 



reasonable to call on the ACCC to make its assessment of the RRA application 
based on the effectiveness of RRA performance in mitigating environmental 
Impacts. 

RRA claims to meet the terms of this deed by recovering a high proportion of SGG 
available for recovery. We describe in this document how and why this is not the case. 
RRA in fact recovers a small proportion of SGG primarily by ignoring the high leakage 
rates of SGG based RAC equipment - being the through life impacts of the industry and 
by failing to address the end of life treatment of RAC equipment. 

RRA operations are claimed to achieve significant recoveries of SGG by offering 
payments to organisations that recover 'unwanted" refrigerants and submitting these to 
RRA's contractor for destruction. The definition of 'unwanted" is far from clear but does 
not include the high leakage rates of SGG based RAC equipment4 and does not include 
the refrigerants present in the vast majority of end of life RAC equipment. 

To date RRA has not provided recycling services and has submitted all recoveries 
for destruction6. In this application they seek authorisation to conduct recycling activities. 

RRA has reported the volume of recoveries on an annual basis. The volume reported in 
the past years has been shown to be as follows as compared to our estimate of the level 
of imports for the same period. This direct comparison is not entirely valid because the 
level of annual refrigerant emissions is determined primarily by through life leakage. It is, 
however, indicative of the low level of RRA recoveries. 

Tonnes Recovered By RRA Tonnes Imported % 
2005106 300 8200 3.6 
2006107 400 71 98 5.6 
2007108 480 6840 7.0 
2008109 500 6900 7.2 
200911 0 475 6440' 7.4 
RRA states that they consider the volume recovered and destroyed in 200911 0 to be 
between 35% and 61 % of unwanted gases. They say that they take back all 
refrigerants presented by the market The implication being that the amount recovered 
is a high proportion of the amount of refrigerant available for recovery. RRA recognises 
that refrigerant users do not submit a significant proportion of the gases they recover 

agents. Blowing agents are considered to represent 60% of the SCC in a remgerator when new and a greater 
proportion at end of life. 

4 Energy Strategies (2008) estimated that industry wide leakage rates are 27% of the SCG bank. As a result 
through life leakage of SCG is the dominant source of SGC emissions; far in excess of end of Hfe emissions and 
recoveries of "unwanted" refrigerants. 

5 RRA website as at Nov 9 2010 where in RRA states that all recovered refrigerants are destroyed rather than 
recycled. 

6 The estimated imported tonnes are an approximation as we do not have access to the Imports by species of ODs 
or SCG. The imports reported here are drawn directly hom the DEWHA annual reports adjusted for the 
estimated CHC impaa. DEWHA reports C0z-e emissions. 

Green Cooling Association Inc PO Box 558, Katoomba, NSW 2780, Australia 
=eencoolin~ .org 

7 



because they are able to stockpile these gases and reuse them (and possibly because the 
industry considers the rebate rates to be insufficient). It is certainly our experience that the 
RAC industry does not fully embrace the recovery of ODs, SGG refrigerants for 
submission to RRA for these reasons. 

They explain the variance between imports and recoveries by providing unreferenced 
calculations and referring to the only research into recoveries being in 1998. This is 
inaccurate. A report prepared by Energy Strategies for DEWHA in October 2008, 'ODs & 
SGG in Australia - Study of End Uses, Emissions and Opportunities for Reclamation, 
provides considerable insight into the volume of imports and opportunities for recoveries. 

The method RRA uses for estimating the volume of refrigerants available for recovery is 
based on a series of assumptions that cannot be tested and are not referenced excepting 
to say they are based on industry consultation. There are many issues with the 
calculation provided by RRA, including the fact that they understate the volume of 
imported SGG by not including preeharged equipment and by comparing current import 
volumes with current recoveries. This comparison is not valid. The primary source of 
SGG emissions is through life leakage. The degree of recoveries achieved by RRA 
should be measured as a proportion of SGG emksions rather than imports. 

The RRA comparison fails to take into account that the total volume of SGG in use in 
Australia, which is about 33,000 tonnes of SGGs with a global warming potential of about 
66 million tonnes (10% of Australians annual Core  emissions). It is the total bank of 
refrigerants that gives rise to a high level of leakage and therefore emissions. 

The calculation offered by RRA provides us with l i  confidence in their estimate of the 
volume of SGG available for recovery. They effectively say; "if we ignore the 
opportunities for SGG recovery including reduced through life leakage and take 
into account only the volume submitted for destruction by the industry (under 
condMons tirat provide i M e  Incenfive to submif b r  desfmcfion) then our level of 
recoveries and destruction can be seen to be high". 

To demonstrate the low cost and implied efficiency of the RRA levy, RRA provides a 
calculation of the cost of the levy relative to the cost of RAC equipment (table below). This 
calculation shows that the levy is a small proportion of the cost of RAC equipment by 
sector. They imply that the levy is a small public detriment. They fail to recognise that 
higher rebates would attract higher recoveries and reduce environmental harm. 
We conclude the opporb. Whikt the levy is certainly low it should be recognked 
for what it is - a low level of funding of product stewardship resulting in a low level 
of achievement in reducing the environmental harm of refrigerant emissions. 

We have adjusted the RRA table to show the impact of a 100% increase in the RRA levy 
from $2.00 per imported SGG kilo to $4.00 per SGG kilo (table below). Whilst RRA under 
spends their levy and has substantial cash reserves, they also set the levy at a level that 
achieves very little. In the following table we show that a far higher levy would still be a 
minimal impost on the industry and the community. 

If RRA were to increase its levy by loo%, and therefore double their annual revenue to 
$28,000,000 the impost on the community by sector would still be a fraction of 1%. If they 
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doubled their revenue they could address the many opportunities to reduce the 
environmental harm of refrigerant emissions including: 

1. Raising the rebate for SGG recoveries 
2. Addressing through life leakage 
3. Assist in enforcing the OPSGGM Act 
4. Educating the industry as to ways of reducing SGG emissions 

We conclude that the RRA levy is not set at a level to achieve significantly reduced 
environmental impact. It is set to minimise the impost on the industry to the detriment of 
the community and to the detriment of competing low GWP RAC technologies. 

The Impact of the RRA LEVY on SGG Imports 

We describe below the impact of an Emissions Trading Scheme. Such a scheme is likely to 
establish a far higher price on GHG emissions and SGG emissions. At a carbon price of 
just $10.00 per C02-e tonne the value of recovered and destroyed SGG will be in the order 
of $20.00 per kg of recovered and destroyed SGG or 10 times the current RRA levy. 

Unit or Service 
WPe 

Split System Air 
Conditioner 
Refrigerator- 

Freezer 
Motor Vehicle Air 

Conditioner 
Motor Vehicle Air 

Conditioner 
Service 

Medium Size 
Supermarket 

RRA Governance 

It should also be rewgnised that RRA is not the transparent organisation that it claims to 
be. For instance the most recent annual report available on the RRA website is for the 
year 2008107. They recognise and publicise the fact it is illegal to knowingly emit 
refrigerants but fail to report the level of prosecutions. They report a high level of auditing 
activity by the Australian Refrigeration Council that evidently finds no offenders of the 
OPSGGM Act. They are well aware of the level of through life and end of life SGG 
emissions but fail to report or even recognise these in any significant way. 

Average 
Charge of 

Refrigerant 
per Unit 

1.Skg 

0.2kg 

0.7kg 

0.7kg 

500kg 
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Cost of 
Levy per 
Unit at 

$4.00 per 
kiloqram 

$6.00 

$0.80 

$2.80 

$2.80 

$2,000 

Estimated 
Consumer 

Cost of 
Unit 

$2, 000 

$1,000 

$30,000 

$300 

$1,000,000 

Cost of 
Levy as a 

Proportion 
of Unit 
Cost 

0.30% 

0.08% 

0.01% 

0.93% 

0.10% 



This is not a trivial matter. We believe that RRA has been established and continues to 
operate to serve the interests of organisations with a vested interest in SGG based RAC 
equipment to the disadvantage of companies that offer low GWP refrigerants and RAC 
technologies. This structure has a direct impact on the performance of RRA. 

It benefits suppliers of SGG refrigerants by keeping the cost of product stewardship low 
and achieving this objectiie by recovering a small proportion of refrigerants. The low 
rebate level and the narrow definition of product stewardship adopted by RRA have the 
effect of minimising the cost of its operations and the cost to the industry. 

This structure also directly impacts the recovery of refrigerants because an organisation 
seeking to recover refrigerants, and claim the rebate offered by RRA, is only able to do so 
if they hold an account to buy SGG refrigerants from one of the authorised RRA recovery 
agents. In other words, RRA enforces Its monopoly by restricting the source of 
recoveries. This b a directly anticompetitive practice. 

GCA Comments on RRA Performance 

GCA submits that the application for authorisation by RRA is not an accurate description 
of the situation or RRA performance. As a product stewardship organisation RRA should 
be held accountable for the full amount of refrigerant emissions7. In so far as RRA 
represents both suppliers of refrigerants and the contractors that are users of these 
refrigerants their product stewardship applies to the environmental impact of both 
refrigerants and the ways they are used. 

Thelr responsibility should be to reduce the environmental impact of refrigerant 
emissions through life and at end of life of RAC equipment not Just end of life 
management of recovered refrigerants offered by the industry. 

The difference is dramatic. RRA purports to be a product steward for refrigerants. 
The emissions of refrigerants estimated by Energy Strategies in 2006107 were 
conservatively estimated to be 3711 tonnes. The recoveries achieved by RRA were 
400 tonnes for the same period. RRA b in fact only mitigating a small proportion of 
refrigerant emissions. In 2008 the Green Coollng Council provided ACCC with 
calculations that indicate that total ODs, SG6 emissions in 2006107 were 7,243 
tonnes. By comparison the recoveries reported by RRA in that year were small - 
5.6% of tofPl RAC industry SGG embrions. 

RRA claims the broader responsibility of refrigeration industry product stewardship and 
then disavows it by focusing its services specifically and only on the volume of gases that 
the industry elects to recover and submit for destruction. There are a number of factors 
that inhibit the industry from recovering and submitting SGG for destruction. These are 
arimarily related to the fact that RAC service technicians have l i i  incentive to recover 

7 The definition of product stewardship offered by the Global Product Stewardship Council 
is: "Product stewardship is an environmental management strategy guided by the principle that 
whoever designs, produces, sells or uses a product takes responsibility for minimising that 
produds environmental impact from cradle to grave" (i.e. thmugh l f i  and at end oflh).  
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SGG and considerable financial incentive to not recover SGG, a primary behavioural 
driver that is studiously avoided in the application. 

These incentives include: 

1. They face no risk of prosecutSon under the OPSGGM Act in so far as no one 
has ever been prosecuted under the Act. 

This fact should not be underestimated in its impact. The OPSGGM Act makes it illegal to 
knowingly release SGG but it is, for al intents and purposes; moot because the Act has 
never been enforced. 

The release of SGG is virtually an unobservable event. It is difficult to prove a significant 
breach excepting by forensic analysis. As a result there is very little reason for a 
technician to go to the trouble to recover refrigerants and there is little peer pressure or 
sense of guilt I risk for the individual technician that breaks the law8. 

At the same time refrigerants are used in over 30,000,000 individual pieces of equipment, 
in Australia, many of which require periodic service to minimise leakage and ensure 
optimal performance. Every service event presents the risk of emissions and the 
opportunity for the technician to sell more refrigerant with the associated margin. The 
greater volume of refrigerant they release the greater the volume of refrigerant is required 
to be replaced. For instance it is a well-established matter that the typical supermarket 
uses refrigeration equipment with an average charge of 600 kgs of refrigerant and an 
annual leakage rate of 25%. There are about 3500 supermarkets in Australia that cause 
this degree of SGG emissions. 

Whilst we do not accuse all technicians of unethical behavior it is inevitable that some will 
take advantage of the opportunity. Imterviews we have conducted with RAC industry 
technicians indicate that there is r significant proportion that does not take the 
prohibition of emissions seriously. 

2. The financial incentives offered by RRA are not high enough to warrant a high 
degree of attention or recovery. 

RRA offers to pay aggregators $7.50 per kilo and technicians $3.00 per kilo. The fact is 
that this level of remuneration is not sufficient to warrant the costs involved. The fact is 
that the reduced level of rebate o f f e d  as of the last RRA authorisation appears to have 
given rise to reduced recoveries. At B e  very least it is a significant contributing factor to 
the reduced level of SGG recoveries achieved by RRA in 200911 0. 

The costs invoked for technicians and aggregators are different by RAC sector. The 
automotive and domestic refrigeration sectors offer low charges of refrigerant per unit. As 

An indication of the extent to which tbis is an issue is the initiative by DEWHA to cause the 
OPSGGM Act to be administered under civil law. To date the law has been administered under 
criminal law with the associated higher standard of evidence. 
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a result it is simply not worth the technicians' time to recover these small amounts, in spite 
of the significant cumulative impact of these emission sources. Nor is it worth the expense 
that might be incurred by the metal recycling industry to impose these services on their 
customers. 

As a result the vast majority of cars and domestic refrigeration and air conditioning 
equipment is not degassed prior to being shredded. In total there are more than 1.5 M 
cars and refrigerators shredded every year that are not degassed because there is no 
mechanism or interest in enforcing the prohibition whilst the cost of recovery exceeds the 
rebate for recovery. 

RRA explains that a key factor In the low level of recoveries r e f l a  the fact that 
there is not an Industry based extonded producer responsibility program to 
address end of life RAG equipment We find this explanation ironically disingenuous in 
so far as RRA claims to be the extended producer responsibility program for the industry 
and yet they have not, and show no inclination to, address end of life refrigerant emissions 
for cars and stand alone RAC equipment (Domestic and Commercial). 

We are aware of independent research that has shown that: 
The vast majority of end of life cars and domestic refrigerators and air conditioning 
units are not degassed before being shredded by the metal recycling industry. 
The shredding of cars and stand alone RAC equipment causes refrigerants and 
blowing agents to be emitted to the atmosphere as well as causing proscribed 
materials present in the electronics of RAC equipment (mercury and PCBs) to be 
disposed of by landfill. 
The volume of SGG available to be captured at this stage is far greater than estimated 
by RRA. 
RRA has done very little to encourage the scrap metal industry to degas end of life 
equipment. 
There is proven technology in use in Europe, North America and Japan that serves to 
capture end of life gases comprehensively. RRA has not given this technology and the 
associated solutions consideration. 

As a result we do not accept the RRA contention that these gases cannot be 
recovered and in fact we believe RRA has not investigated these opportunities 
because they do not in fact want to increase their volume of recoveries. 

RRA has proposed to maintain the levy rate and the rebate rates despite the 
inevitable increase In the demand for, and costs of, providing their services. The 
RAC industry will realise growth, RRA suggests 5% PA, and their costs will increase at 
least in line with inflation. Nonetheless they state in their application that they will maintain 
the levy rate at $2.00 per kilo. By definition this will enable them to recover less than 8% 
of the refrigerants that could be available for recovery at some Mure date - unless they 
assume declining demand and continued failure to recover end of life refrigerants. 

Surely it is not credible for RRA to forecast industry growth and therefore increased SGG 
imports and increased costs and yet not also forecast the need for increased rebates to 
afford increased recoveries. 
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RRA has substantial funds available from under spending in prior years. These funds 
could be used in many ways to increase the volume of recovery. For instance they could: 

Test increases in the rebate to assess the elasticity of this rate, 
Better research the degree of leakage by sector and opportunities for 
improvement that have proven successful overseas, 
Consider end of life solutions that have been proven effective in international 
countries, and, 
Provide or subsidise enforcement senrices. 

Whilst we would accept that it Is not practical for RRA to recover 100% of SGG, it 
would be unconscionable to accept that RRA should aim to recover less than 8% 
and ongoing decline as their costs increase and thelr levy is unchanged. 
fundamentallv important the ACCC ask - what level of SGG recovew Is it 
reasonable to expect of RRA to satisfy its trust deed and its national intereat 
mandate? 

Anticompetitive 

The anticompetitive impact of RRA arises in a number of ways, including the following: 

RRA is awarded excluslve access to and use of the import levy on SGG. 

This levy is a substantial amount of money: about $14,000,000 in 2007108 ($2.00 per kilo 
of imported SGG). Other organisations are able and willing to provide the same function, 
more efficiently then RRA (refrigerant rewvery, recycling and destruction), but are not 
able to access the levy funds. The exclusive access of RRA to the levy funds is 
anticompetitive to the refrigerant distribution industry (via reverse logistics) and the waste 
management suppliers who are able and willing to provide this function more efficiently. 
Importantly these organisations would not have the conflict of interest that exists within 
RRA to minimise the cost of product stewardship on suppliers and users of SGG 
refrigerants. 

The structure of the RRA authorisation is that it enables RRA to monopolise the role of 
refrigerant product steward whilst at the same time delivering poor performance and 
causing the industry at large to believe that its environmental impact is substantially 
reduced. Whilst the current RRA authorisation does not prohibit the development of 
attemative operators for the purpose of refrigerant recovery and destruction it has this 
impact by enabling all importers and users of refrigerants to participate in the one product 
stewardship program at low cost, despite its lack of effectiveness. RRA authorisation 
perpetuates this low cost, low performance product stewardship on behalf of the SGG 
industry and at the expense of the community, the climate, future generations and the low 
GWP refrigerant industry. 

There is a strong incentive for refrtgerant importers and users to participate in the RRA 
program because it offers low cost and therefore a low impost on the industry. We 
consider this impact anticompetiive with regard to organisations that might otherwise offer 
refrigerant recovery and destruction services. 
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2. There are proven climate friendly refrigerant solutions to the SGG problem 
that are placed at a competitive disadvantage by RRA's low levy. 

RRA uses the exclusive ODs, SGG levy funds to purport to substantially reduce the 
environmental impact of SGG. The global warming impact of SGG is known to be 
significant with the associated environmental cost that is not paid for by the suppliers of 
these refrigerants. If SGG were required to pay for the cost of their global warming impact 
the impost would be far greater than the RRA levy and the price of SGG refngerants 
would be substantially greater - at least 100% greater (but still a minor proportion of the 
cost of refngeration and air conditioning systems). 

Natural refrigerants (i.e. ammonia, carbon dioxide, hydrocarbons, air and water) 
that compete directly with SGG and the members of RRA, and that have a far lower 
global wannlng impact than SGG, are increasingly being used to replace the use of 
SGG refrigerants. These low G W  refrigerants have a far less negative environmental 
impact. They suffer a competitive disadvantage because SGG are not required to 
incorporate the cost to the community of their environmental impact. The RRA levy on 
SGG is a small proportion of the environmental harm they cause, and yet the performance 
of RRA achieves l i i  to reduce this environmental harm. 

Low global warming impact refrigerants are therefore placed at a competiie 
disadvantage because SGG refrigerants are not required to pay for their global warming 
impact, and the RRA scheme provides a deceptive and misleading impression to the 
general public and the RAC industry that the negative impacts of SGG refrigerants are 
being successfully mitigated. 

Because the value of the levy is far less than the cost of the global warming impact of 
SGG, the degree of competitive disadvantage imposed on low G W  natural refrigerants is 
substantial. There is an emerging international consensus within the natural refrigerants 
industry that this type of market failure is among the key barriers faced in bringing natural 
refrigerants Faster to market. 

3. The RRA proposal to recycle refrigerants is anticompetithe. 

The RRA proposal to conduct refrigerant recycling would have the effect of enabling RRA 
to allocate recycled refrigerant to selected organisations whilst all suppliers of refrigerant 
pay for this subsidised activity. RRA has not offered recycling sewices to date. They are 
now proposing to offer recycling sewices because there is a clear demand for recovery 
and recycling of HCFC refrigerants that are becoming scarce due to the rapidly declining 
quota on HCFC imports. HCFC refrigerants have a very high GWP. 

The users of RAC equipment designed to use HCFC have known for over two decades 
that their access to HCFC refrigerants had a limited life. There are, nonetheless, many 
users of this equipment. The RRA proposal to recycle HCFC has the effect of using the 
funds of all SGG importers to fund the use of recycled HCFC by these users. 
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Whilst it is reasonable to expect and allow refrigerant distributors to recycle HCFC within 
their own operations and even in collaboration with other operators it is not reasonable for 
RRA to apply levy funds to this purpose and is anticompetitive. 

RRA's request to operate recycling services directly contradicts their mandate. 
Recycled HCFC will inevitably give rise to greater HCFC emissions with their resulting 
global warming impact. The degree to which this is true is significant in so far as it is well 
established that RAC technologies that use HCFC have a high leakage rate. By 
authorising RRA to recycle HCFC the ACCC would be allowing RRA to cause greater 
environmental harm over an extended period. Recycling of HCFC will, by definition, cause 
increased HCFC emissions and contribute to unnecessarily exacerbated global warming. 

RRA9s performance in collecting and destroying SGG is weak and inefficient 
RRA recovers a low proportion of SGG and has little impact on total SGG 
emksions. 

Despite RRA claims to the contrary the program is in fact designed to recover a low 
proportion of SGG. The cost of recovering and destroying a kilo of SGG is reported by 
RRA to be $25.00'. By definition their levy of $2.00 is only sufficient to recover $2/$25 of 
SGG or 8%. This is clearly an insufficient performance and yet it is perpetuated by the 
ineffective structure of the RRA program including low rebate levels and limited 
involvement in through l i  or end of life RAC equipment management for emissions 
reduction. 

The decision by RRA to reduce the rebate to wholesalers in 2008 appears to have played 
a role in reduced SGG recoveries. Despite the fact that RRA has substantial retained 
funds (we estimate $25 M) it has taken the decision to reduce the rebate value, which will 
inevitably cause continued reduced recoveries, off an already low level. 

Central to the ineffectiveness of the RRA program is the failure of RRA, the Australian 
Refrigeration Council and the responsible State and Federal Government authorities to 
enforce the OPSGGM Act. Whilst the Act makes it illegal to release SGG to the 
atmosphere it has never been used as the basis for a prosecution. No organisation or 
person has ever been prosecuted under the Act. It is therefore considered to be a non- 
risk by the Refrigeration, Air Conditioning and Metal Recycling industry. As a result these 
industries do in fact continually release SGG in large quantities with impunity. RRA 
does very l i e  to influence this situation. 

The RRA application to extend its authorisation for five years without an increase in the 
levy will increase the underfunding of refrigerant recovery in that the cost of its activities 
will increase whilst its revenues will not. Similarly, the anticompetitive impact of the RRA 
program will be extended for We years. 

RRA reported costs of recovery in their December 2007 application for Authorisation. 
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Environmental Impact 

The environmental impacts of RRA's program are described as recovering 35% to 61 % of 
'unwanted" refrigerants. We consider this to be a gross over statement of RRA's 
performance. The fact is that refrigerant emissions arise for a number of reasons including 
leakage through the operating life of RAC equipment and emissions at end of life of RAC 
equipment. The Energy Strategies report on behalf of DEWHA estimates that annual 
emissions were 371 1 tonnes in 2006/07. 

"The total ODs and SCC estimated to be leakingmm the worklng bank of gas, plus 
the estimated lossesjbm end-oflifi equipment, totaled 3,711 metric tonnes in 2006 
with an crggregate CWP of 6.08 Mf COz-e.lo 

While there is some uncertain@ about the most appropriate leak rates to apply to 
calculations of lossesj?om various classes of equipment, it was calculated that the bank of 
working gases incummng losses to atmosphere of approximately 2,658.2 metric tonnes per 
annum with a GWP equivalent to 4.473 M t  COz. This is an amount equal to more than 56% 
of all bulk ODs and SGGgas imports into Australia in 2006. I t  is estimated that leaks were 
comprised 08 

Approximately 1,247 metric tonnes of HCFC with a CWP equivalent to 1.86 M t  of COz; 
and, 
Approximately 1,412 metric tonnes of HFC with a GWP equivalent to 2.71 M t  of COz. 

A further approximately 1,053 metric tonnes of ODs and SGG are contained in equipment 
reaching the end of its useful lqe. This end-oflife gas has an aggregate GWP of 
approximately 1,503 kt COz-e." 

A genuine product stewardship organisation should aim to control all of these emissions. 
RRA seeks to recover only a small proportion being that amount that is collected by 
refrigeratiin technicians and that is considered by these technicians to be worth 
submitting to RRA. In 2006107 RRA recovered about 400 tonnes of SGG or roughly 10% 
of actual emissions in that year. 

As described above the RRA application to provide HCFC recycling services contradicts 
its mandate on environmental impact grounds. Clearly RRA is achieving very l i e  despite 
their claims to the contrary. The key question being: why does the industry not avail itself 
of the RRA rebate? 

VI Relevant Pending Legislation and Developments 

The RRA application makes no comment on the well-publicised government intentions to 
introduce Extended Producer Responsibility (EPR) legislation and to cause a price to be 

lo The Energy Strategies report and mandate did not include CFCs, and therefore under reports total 
ODs SGG emissions. 
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established for greenhouse gas emissions (either through a carbon tax or an Emissions 
Trading Scheme (ETS)). They are both directly relevant to the RRA application seeking its 
authority to be extended for five years. In brief: 

EPR: The Federal Government has released a National Waste Policy the objectives of 
which are described below. This policy calls for a much more comprehensive approach to 
product stewardship than adopted by RRA. Under this new policy it is highly like that 
RRA's mandate wouM have to be reviewed and restructured. 

ETS: An ETS or carbon tax would have the effect of establishing a price for GHG 
emissions including the impact of synthetic greenhouse gases (SGG). It is likely that the 
price will be in excess of $1 0.00 per CO- tonne making the GHG value of refrigerants in 
the range of $20.00 to $40.00 per kilo of refrigerant. This treatment of SGG emissions 
would make the RRA levy on SGG redundant and require complementary legislation to 
address ODs imports that are not incorporated in ETS legislation. 

Extended Producer Responsibility Legislation 

The Federal department responsible for waste management has been working on a 
national policy for at least two years. This work has been well publicised and the subject 
of extensive industry consultation. RRA has inevitably been aware of the intentions of this 
policy development work and the implications for RRA. 

Specifically the National Waste Policy is described as follows: 

*The National Waste Policy sets a clear direction for Australia for the next 10 years and 
will update and integrate Australia's policy and regulatory framework. It will build on 
existing seftings by providing a nationally agreed direction and focus that will be 
implemented by individual jurisdictions within their borders and collective action by the 
Commonwealth and state and tenitory governments. The policy encompasses wastes, 
including hazadous wastes and substances, in the municipal, commercial and industrial, 
construction and demolition waste streams and covers liquid, gaseous and solid wastes. 
Radioactive waste is excluded. The policy sets directions in six key areas and identifies 16 
strategies across these areas. The strategies are designed to: 

Provide a coherent, comprehensive national framework for waste management, 
resource recovery and the avoidance of waste over the next decade 

- Enable Australia to meet its international obligations in regard to the management of 
hazardous wastes and substances and persistent organic pollutants into the future 
and reduce the risk and legacy for future generations 

- Address market impediments and streamline the regulatory frameworks so that 
national companies and small businesses can operate effectively and efficiently and 
manage products and materials responsibly during and at end of life 

Provide national leadership on waste and resource recovery where it is needed and 
facilitate collaboration between the states on national issues. 

Contribute to climate change, sustainability, innovation and employment 
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opportunities, and 

Be high impact md cost effective by setting clear national directions end through 
collaborative, carefully targeted action that incrementally builds on the existing 
efforts of governments over a ten-par period. 

The National Waste Policy was finalised following the rekase of a discussion paper and a 
subsequent consultation program eariier in 2009. EPHC endorsed the National Waste 
Policy on 5 November 2009. " 

It is the intention of the National Waste Policy to address co-regulatory producer 
responsibility programs like RRA. It is therefore highly likely that the legislation when 
enacted in 201 1 will require RRA and other organisations seeking to recover refrigerants 
to address: 

1. Cradle to grave impacts including the through life emissions of SGG refrigerants. 
2. End of life management of RAC equipment including refrigerants 
3. Consider the need to incorporate blowing agent impacts of SGGs 
4. Consider the anticompetitive structure of EPR programs 
5. Consider the climate change impact of refrigerants on a comprehensive basis 
6. Establish an organisation that includes all of the parties involved in the production, 

distribution, use and disposal of RAC equipment. 

These are major adjustments to the definition of product stewardship and therefore the 
construtiton and mandate of product stewardship in the refrigeration and air conditioning 
industry. 

Preliminary discussions with stakeholders in the RAC industry including equipment 
suppliers, retailers, users and waste management firms indicates that they are aware of 
the need to address these implications by establishing a comprehensive RAC industry 
Product stewardship program. 

Clearly the RRA application for authorisatin should have recognised these 
developments. Similarly the ACCC should make any Authorisation of RRA contingent on 
this legislation. 

Carbon Priclng and Emissions Trading 

It is well understood by the Federal Department for Energy Efficiency and Climate Change 
that SGG present an opportunity for fast acting reductions of CO* emissions. As a result 
the prior Carbon Pollution Redutiin Scheme (CPRS) White Paper specifically called for 
the inclusion of SGGs, in spite of significant, orchestrated and vocal opposition by 
suppliers and promoters of high GWP fluorochemical refrigerants. The primary method 
proposed under the CPRS was to establish an upstream levy on SGG at point of 
importation that would be equivalent to the GWP value of each refrigerant species and 
reflecting the legislated initial carbon price followed by the adoption of market driven ETS 
rates. 

Green Cooling Association Inc PO Box 558, Katmmba, NSW 2780, Australia 
w w w . ~ r e e n c o o l m ~  

18 



DEWHA conducted extensive consultation with the RAC industry in June 2009 about the 
implications of the CPRS and the need for complementary legislation to address ODs 
refrigerants that would not be incorporated in the CPRS but have a high GWP. A 
discussion paper prepared for a Stakeholder Workshop titled 'Ensuring the ongoing 
destruction and recovery of legacy ozone depleting substancesw, held on 10 June 2009, 
outlined 3 options for improving arrangements for refrigerant recovery, with a clear 
preference given by the Government for 'Option 2 - Commonwealth financing of ODs 
destructionw, p.6. 

The policy options recommendation paper that is understood to have been produced by 
DEWHA for consideration by Government was not released to the industry but we expect 
it would be available to ACCC. 

Green Cooling submits that it is this proposed alternative arrangement that is a relevant 
counterfactual against which the current application ought to be assessed. 

The implications of carbon pricing on SGG refrigerants include the following: 
1. A GWP based levy of SGG at point of importation would replace the RRA levy, 
2. The amount of the levy would be far higher than the RRA levy - at least ten times 

higher and probably twenty times higher under ETS market conditions, 
3. This levy would provide a high incentive for SGG recoveries, and, 
4. This levy would provide a high incentive to transition to low GWP RAC technologies. 

Clearly the RRA application for Authorisation should have recognised the development of 
carbon pricing and the implications. Similarly the ACCC should make any Authorisation of 
RRA contingent on the development of carbon pricing. 
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