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Dear Dr Butlin

VCEC Review of Environmental Regulations in Victoria
A Sustainable Future for Victoria: Getting Environmental Regulation Right

The Australian Industry Group (Ai Group) welcomes this opportunity to provide feedback on
the Victorian Competition and Efficiency Commission’s (VCEC) draft report on its review of
environmental regulation in Victoria. The review was a very large and complex undertaking
and Ai Group has appreciated the opportunity to participate in consultations directly with the
VCEC in relation to development of a best-practice environmental regulation regime in
Victoria.

Ai Group strongly supports efforts to improve the effectiveness of regulation and to reduce
red tape particularly at this time when industry is confronted by unprecedented economic and
environmental challenges. There has been a severe downturn in the manufacturing,
construction and services sectors since the review was commissioned, with the outlook for
continuing fundamental weakness in business performance. (See Annexure 1).

The current conditions are driving greater productivity, efficiency and innovation in industry
and this must be supported by government initiatives to address the imperatives of reducing
burdens on industry by streamlining the regulatory framework.

Australian Industry Group — Background

Ai Group is Australia's leading industry organisation representing 10,000 employers
nationally and 4,000 in Victoria.. Membership is drawn primarily from the manufacturing,
construction and related services sectors. Many of the sectors represented by Ai Group are
resource-intensive, and the generation of waste and residues as a by-product of industrial
processes remains a major issue for management of compliance and costs.
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Sectors represented by Ai Group include:

. Printing and Paper, Containers, Packaging

. Textiles, dye works, wool scouring and tanneries

« Fuel refineries

. Health/Medical Technology, Pharmaceuticals, Bio-technology
. Steel production

» Chemicals, Rubber and Plastics, Paint

. Construction/Infrastructure, Heavy Engineering

» Building Supplies and Glass

» Transport, Automotive, Aviation, Rail, General Engineering
. Environment, Energy Generation, Waste Disposal

« - ‘Utilities such-as power generation

. Resource recovery, recycling and waste management

« Food, Wine, Beverages

« Timber, Fumniture and Furnishings

« Industrial Laundries

«  Water supply

Ai Group encourages and assists companies to implement sustainable practices to ensure
effective management and minimisation of environmental risks and impacts. Ai Group
favours ‘beyond compliance’ approaches in business management and believes that the
regulatory framework should support and give recognition to business commitment to
sustainability. Ai Group’s Sustainability Covenant with EPA Victoria is in itsell a
demonstration of commitment to implementation of sustainable industry practices that are
‘beyond compliance’ in performance.

General Comimnents

The comments contained in this submission are centred on environmental protection from an
industry viewpoint — we have not provided feedback on themes such as native vegetation and
associated offsets, or Environment Effects Statement procedures.

This submission has been developed in close consultation with members of Ai Group’s
Victorian Environment Working Group which has been active for nearly 40 years. Working
Group members include companies that are recipients of various awards that recognise
achievements in sustainability, waste minimisation, water conservation, innovation in trade
waste management, innovation in product design for resource recovery, water re-use and
“third pipe” systems for recycling. It includes companies with Accredited Licensee status,
Corporate Licence holders for multi-site operations, participants in Community Consultation
Groups and Neighbourhood Improvement Plans, frequent applicants for Works Approvals,
signatories to Sustainability Covenants, and producers of Sustainability Reports as part of
their business reporting obligations.

AUSTRALIAN INDUSTRY Page 2
GROUP &



21 May 2009

We believe that environmental regulations should encourage innovation, best practice and
integration of sustainability principles into management processes. Consequently we favour
policy initiatives and mechanisms that provide incentives for pursuit by industry of
continuous improvement, rather than prescriptive approaches that can be a barrier to
investment. We also favour consistency in regulatory approaches, thresholds and reporting
across jurisdictions.

EPA has been innovative in its introduction of instruments such as Corporate Licences,
Sustainability Covenants, environmental offsets, Accredited Licensee status and voluntary
participation in Environment & Resource Efficiency Plans. However to reduce compliance
costs and to further encourage continuous improvement, there is a need to provide incentives,
recognition of équivalent compliance, and to give recognition of an externally verified
environmental management systems,

Ai Group commends EPA Victoria for its development of Corporate Licences to streamline
reporting for multiple site operations and provide opportunities to ‘trade-off® improvements
between sites (eg trade off point sources with actions on diffuse sources). However, there
remains significant overlap in environmental reporting requirements.  Contained in
Attachment A is a brief case study of a Victorian company, ‘Company A’, which illustrates
the typical duplication in reporting requirements and also the potential value of reforms
suggested by VCEC.

Company A estimates that 640 hours of personnel time was taken up in preparing and
submitting reports in 2008 in accordance with mandatory environmental reporting
requirements. The time imposts would have been considerably greater if the site was EPA-
licensed due to additional requirements that may apply such as preparation of an Annual
Report to EPA, development of an Environment Improvement Plan (EIP), and more if it had
Accredited Licensee status such required audit program using EPA appointed auditor.

COMMENTARY ON EMERGING ISSUES AND EXISTING ARRANGEMENTS

Ai Group provides the following commentary on a range of related items and factors in the
outlook period that we believe VCEC should consider in its review of regulatory
arrangements.

Interaction of Federal and State Regulation

Ai Group considers that the proposed CPRS should be the national policy instrument for
reducing emissions. Introduction of the CPRS removes the rationale for many alternative
regulatory measures that have been advocated and it opens up the opportunity for
Governments at all levels to remove existing regulatory measures related to greenhouse
emissions.
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Introduction of the CPRS will provide incentives to invest in “clean energy” and low
emissions technology among other abatement measures. It is important that state based
regulation which duplicate compliance and reporting are removed. These include the
Mandatory Renewable Energy Target (MRET), as well as Victorian Renewable Energy
Target (VRET), Victorian Energy Efficiency Target Scheme (VEET) and related reporting
regimes.

Complexity of Environmental Compliance

Ai Group member companies frequently provide feedback about the complexity and
fragmentation of current environmental regulations. Companies need to be familiar with
multiple documents and amendments in order to be confident about compliance with the
regulations. Ehvironmental regulations are contained in numerous publications including the
Environment Protection Act, State Environment Protection Policies, Protocols for
Environmental Management and Guidelines. There is an urgent need to consolidate
environmental regulations in order to reduce administrative and compliance burdens on
industry.

Following is a practical example of the difficulties experienced by industry in identifying
compliance requirements. After rigorous but unsuccessful attempts to identify regulatory
requirements for the management of benzene emissions, Company B contacted EPA Victoria
for assistance. The response received by Company B to this inquiry was “try Googling”.
Inability of the regulator to provide guidance on such issues is of major concern.

Ai Group recognises that EPA’s consolidation of numerous industrial waste policies and
guidelines into a concise listing is a helpful and timely initiative. We hope the streamlining
of regulations in this area will be replicated across other areas.

Conflicts in environmental priorities

Ai Group member companies have highlighted inherent conflicts between various
environmental priorities and regulations which can make decisions on responses and
compliance difficult. Following are examples of conflicts and barriers to best practice
environmental management:

- A company that responds to policies to conserve drinking (potable) water through
investments to reduce input water may well end up having a more concentrated effluent
stream which could contravene its Trade Waste Agreement. Which has a greater priority,
the conservation of drinking water or achieving low-salt levels in trade waste?

. Even where trade waste is safe for discharge to the environment at the site boundary,
companies may incur additional directives to use desalination technology to treat water
on-site to reduce saline discharge to enable water re-use for agriculture. Desalination is
energy-intensive and use of such technology will generaie increased greenhouse
emissions and energy costs. - g
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- EREP provisions require companies to implement initiatives with a payback period of 3
years or less. Compliance with an EPA directive that a site reduces its gas consumption
may cause the company to incur penalty payments for breach of the minimum demand
thresholds of its gas supply contract.

. The electricity network regulator might approve local network tariffs which include
incentives for companies who shut down their electricity demand on hot summer
afternoons during peak demand periods. However businesses may find there is no
opportunity to shut down their operations at the time, and therefore incur penalty
payments. This may be more problematic when more ‘time-of-use’ and seasonal tariffs
are introduced with the wider rollout of ‘smart’ or advanced power meters.

COMMENTS ON VCEC RECOMMENDATIONS
Draft Recommendation 8.1 - Works Approvals and site upgrades

Ai Group supports the VCEC recommendation that the Victorian Government redraft the
triggers contained in the Environment Protection Act so that Works Approvals are not
required for upgrades to premises that will result in the same or less environmental harm

e.g. “to be defined as either the same or lower level of waste discharged, or the same level of
discharge, but less toxic”.

Upgrades to premises are often prompted by consolidation of sites to achieve production with
lower outgoings. It therefore follows that equipment modifications and process re-design can
deliver higher production with lower emissions and waste discharges due to their improved
resource efficiency.

Reducing timeframes for implementation of upgrades to premises also helps to deliver the
environmental benefits sooner.

Draft Recommendation 8.2 — Works Approvals and pre-approved technologies

Ai Group favours amendment of the Environment Protection Act to enable EPA Victoria to
develop and maintain a list of pre-approved technologies that are exempt from the works
approval process.

Access in-advance to information about equipment items, technologies and process
configurations that have such “pre-approval” would give greater certainty for investment and
reduce delays prior to installation and commissioning.

Access to knowledge about the range of equipment items that have recognition for
demonstrated and predictable environmental impacts will give greater certainty to investment
and reduce application costs (lessen the cost of equipment trials and testing prior to works
approval application). > S
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