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Independent Review into the Future Security of the National Electricity Market 

Overview 

Please include this cover sheet with your submission on the Preliminary Report of the Independent 

Review into the Future Security of the National Electricity Market.  

Background  

The Preliminary Report outlines the Panel’s observations about the current state of the NEM and 

offers questions on the major issues the Panel has identified. The questions are designed to elicit 

suggestions or answers that may help form the Panel’s final recommendations. 

The Preliminary Report serves as an issues paper for broad public consultation. As such, the 

questions and views will be subject to further consideration and discussion, in anticipation of the final 

blueprint being produced in 2017. 

Stakeholders are encouraged to keep their submissions as succinct as possible, and include a one-

page executive summary. 
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Confidentiality and Privacy 

The Department will treat all submissions as public documents, unless the author requests the 

submission be treated as confidential. 

Public submissions will be published in full on the Department’s website. The Department will publish 

your name, organisation (if applicable) and state or territory with your submission.  

A request may be made under the Freedom of Information Act 1982 (Commonwealth) for a 

submission marked ‘confidential’ to be made available. Such requests will be determined in 

accordance with provisions under that Act. 

The Department will deal with personal information contained in, or provided in relation to, 

submissions in accordance with this cover sheet and its Privacy Policy 

(http://www.environment.gov.au/privacy-policy). That personal information is collected for the 

purposes of identifying authors of submissions. It may be used and disclosed within the Department 

and to other persons for the purposes of carrying out the review, and otherwise as required or 

permitted by law. 

Do you want this submission to be treated as confidential?                 Yes            x  No 

Submission Instructions 

The submission period will be open until close of business on Tuesday 21 February 2017.   

All submissions should be emailed to the NEM Security Review at the mailbox: 

NEMSecurityReview@environment.gov.au 
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Introduction 
The Australian Pipelines and Gas Association (APGA) welcomes the opportunity to provide comment 

on the Preliminary Report of the Independent Review into the Future Security of the National 

Electricity Market. 

APGA is the peak body for Australia’s gas transmission sector. Our membership includes the owners, 

operators, designers, builders and service providers of high-pressure gas pipelines. APGA has been an 

active participant in energy policy and market development processes over the last two decades. 

APGA’s comments will focus on the role of gas in Australia’s energy supply and those elements of 

the Preliminary Report concerned with emission reduction in the energy sector. 

APGA’s key points are: 

 Gas provides an equivalent amount of energy, at much lower emission intensity, to the 

Australian economy as electricity. It is delivered and used directly by Australian industry and 

households. 

 Without the direct use energy provided by gas, the future security of the National Electricity 

Market would be severely compromised. 

 The direct use of gas supports energy security and emissions reduction in Australia. 

 Gas infrastructure can play a role in storing surplus electricity. 

 The availability of pipeline capacity has underpinned the tripling of gas demand on the East 

Coast in recent years. 

 Both combined-cycle and open-cycle gas turbines have a major role to play in reducing 

emissions from the electricity sector.  

 Policy that is technology neutral and enables lowest cost emissions reduction is essential for 

the electricity sector. 

 Emissions reduction policy for the electricity sector must be developed in conjunction with 

policy for all sectors of the Australian economy. 

The role of gas in Australia’s energy supply 
Overall, it is clear gas provides an equivalent amount of energy to the Australian economy as 

electricity. This is often overlooked.  

The Australian Bureau of Statistics (ABS) publication Energy Use, Electricity Generation and 

Environmental Management Australia 2014-15 (cat no. 4660.0) demonstrates gas provides more 

direct energy than any other source to Australian industry and at just one fifth of the cost of the other 

major sources.  

According to the ABS, the direct use of gas (including both natural gas and liquefied petroleum gas) 

provided 802 petajoules (PJ) of energy to industry in 2014-15. Direct use of gas entails the burning of 

gas for heat. The use of gas as a fuel for electricity generation is not counted in this metric. 

Over the same period, the second and third energy sources – diesel and electricity (including 

electricity generated from gas) – provided 666PJ and 503PJ respectively to industry.  



 

 

Importantly, the same ABS report states those 802PJ of gas cost industry a total of $5 billion, while 

the cost of the diesel and electricity was much higher: 666PJ of diesel cost industry $19.8 billion and 

503PJ of electricity cost industry $19.0 billion.  

Gas plays critical role in providing household energy; 44 per cent of household energy consumption is 

served by gas. 

The direct use of gas is highly efficient and does not lose energy in a conversion process, meaning it 

has much lower emissions than grid-sourced electricity. It is typically estimated that applications of 

direct use gas produce around one quarter the emissions that would be produced if the same task was 

powered with grid electricity. 

Natural gas is also storable, with Australia’s gas infrastructure (high-pressure pipelines, distribution 

networks and dedicated storage facilities) capable of storing over 200PJ or 55TWh (APGA estimate). 

This is equivalent to three months of electricity demand in the NEM and research is being conducted 

internationally to develop methods of storing excess electricity as gaseous fuel (usually hydrogen) in 

existing gas infrastructure. 

A secure and affordable supply of gas complements Australia’s electricity supply. The challenges for 

the electricity system being contemplated in this Independent Review would be substantially greater if 

the availability of gas was to decline. This emphasises the need for governments to adequately address 

gas supply and affordability issues. Gas needs to be increasingly available as both a direct use energy 

and a fuel for electricity generation.  

The direct use of gas is an efficient and clean energy option (only electricity sourced from renewable 

energy has lower emissions) providing an alternative, and complementary, energy supply to electricity 

that plays a vital role in Australia’s energy supply and cannot be easily replaced. 

 

The role of pipeline capacity in gas supply 
The Preliminary Report states: 

Additional gas supply is urgently needed but the domestic supply is constrained by international LNG 

demand, state and territory moratoria, low rates of exploration and pipeline capacity shortages.  

APGA agrees that gas supply is urgently needed but does not agree that pipeline capacity shortages 

are playing a role in constraining new supply. Australia’s pipeline industry has responded rapidly to 

changes in the gas market, with new pipelines, new expansions and new bi-directional capabilities all 

being delivered in recent years as required by the market. The East Coast Gas Market is now served 

by an interconnected gas grid that has ample capacity to reliably and flexibly transport gas to all 

markets. 

The ability of the pipeline industry to respond to market requirements is demonstrated through the fact 

that the East Coast Gas demand effectively tripled between 2012 and 2016 in response to new LNG 

facility demand in Queensland. There have been no claims that the availability of pipeline capacity 

has limited or slowed this growth.  

Some potential gas regions are not connected to Australia’s pipeline networks. If the economics of 

any projects in these regions justify investment, there are multiple pipeline service providers that will 



 

 

compete to deliver new infrastructure to these regions. The recent process to deliver a pipeline link 

between the East Coast Gas Market and the Northern Territory is an excellent indicator of the level of 

interest in undertaking such projects. 

 

The role of natural gas in reducing emissions in the electricity sector 
Figure 3.1 in the Preliminary Report shows that natural gas produces 10 per cent of the electricity in 

the NEM but is responsible for only 6 per cent of emissions. This indicates that natural gas can play a 

major role in reducing emissions in the electricity sector. 

In a 2014 report to the Australian Energy Market Operator, ACIL Allen Consulting estimated the 

emissions intensity for each power station in the National Electricity Market. From that report, it can 

be concluded that the average emission intensities for electricity sourced from coal and gas are 

around:  
 

Electricity Source Emissions Intensity 

Black Coal 0.9 tonnes/MWh 

Gas Combined-Cycle 0.4 tonnes/MWh 

Gas Open-Cycle 0.6 tonnes/MWh 

 

Recognition of the role natural gas can play in reducing the emissions in the electricity sector re-

inforces the need for national energy policy that focuses on all forms of energy and the 

interdependencies that exist and can be leveraged to improve energy security and reduce emissions. If 

there is insufficient gas supply to support an increase in gas-fired power generation (and the continued 

use of gas as a direct use fuel), a major option for emissions reduction is removed. 

The 2017 Sustainable Energy in America Factbook
1
 sets out the role natural gas has played in 

reducing emissions from the electricity sector in the US: 

Within the power sector, the progress is even more noteworthy: in 2016, greenhouse gas emissions 

from US power plants dropped 5.3% in just one year. Since 2005, the power sector has shrunk its 

carbon footprint by 24% – in other words, the US is 75% of the way to the Clean Power Plan’s “32% 

by 2030” headline target, with 14 additional years left to go. In large part, this decarbonization is 

due to market forces: the boom in domestic natural gas production has provided the sector with a 

cheap, cleaner burning source of fuel (a natural gas combined-cycle plant emits roughly 60% less 

carbon than a coal-fired unit); additionally, renewable energy costs have fallen dramatically and 

corporations have captured cost-savings through energy efficiency measures. 

With sufficient availability of gas in Australia, a similar level of emissions reduction could be 

expected. 

Emissions reduction policy for the electricity sector 
The importance of achieving efficient emissions reduction in the electricity sector is high. While this 

Review is focussed on the electricity sector, it is important that appropriate policy is put in place 

                                                      
1
 http://www.bcse.org/sustainableenergyfactbook/ 



 

 

across the Australian economy and the development of policy for the electricity sector should not be 

considered in isolation. 

APGA considers that the most efficient mechanism to achieve emission reduction in the electricity 

sector is a technology-neutral emission intensity benchmark. Under such a mechanism, government 

can set an appropriate emissions intensity benchmark. Generators that are above the benchmark are 

penalised. Generators below the benchmark are rewarded. In this way, low-emission technology is 

incentivised, with zero-emission technology having the greatest incentive, and the most emission 

intense technologies are dis-incentivised first. 

 

Such a mechanism operates independently of electricity demand, unlike renewable energy targets 

which rely on long-term forecasting of demand to set levels of renewable energy to be delivered. Over 

time, as further emission reduction is required, the benchmark can be lowered. 

 


