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1. Introduction 

The Australian Pipelines and Gas Association (APGA) welcomes the opportunity to comment on the 

Emissions Reduction Fund Safeguard Mechanism Consultation Paper. 

APGA is the peak body representing Australasia’s pipeline infrastructure, with a focus on gas 

transmission, but also including transportation of other products. Our members include owners, 

operators, constructors, advisers, engineering companies and suppliers of pipeline products and 

services. 

 

APGA’s members build, own and operate the gas transmission infrastructure connecting the disparate 

gas supply basins and demand centres of Australia, offering a wide range of services to gas producers, 

retailers and users. The replacement value of Australia’s gas transmission infrastructure is estimated to 

be $50 billion. 

 

Natural gas is abundant in Australia and provides relatively low emissions energy to all sectors of the 

Australian economy.  The carbon intensity of natural gas is significantly less than that of any other 

fossil fuel energy source, especially coal, which leaves plenty of scope to reduce Australia’s greenhouse 

gas emissions through use of a greater proportion of gas in the country’s energy mix. 

 

The design of the Safeguard Mechanism is highly relevant to the gas transmission industry.  Future 

domestic gas demand could potentially increase due to the positive role gas can play in the energy 

sector’s transition to lower-carbon energy sources. As a result, the total carbon emissions as well as the 

carbon intensity of some gas transmission assets may unavoidably increase due to the increased 

utilisation rates of existing infrastructure necessary to meet rising demand. It is important that the 

Safeguard Mechanism is sufficiently flexible to cope with such variations without unnecessarily or 

unfairly penalising the transmission assets in question.  This is especially the case when such increases 

are due to activity that is effectively contributing to the overall reduction of total emissions and the 

carbon intensity of the Australian industrial sector. 

 

In this submission, APGA will limit its comments to a few key issues of direct relevance to the way the 

Safeguard Mechanism operates in relation to gas transmission assets.  The three topic headings on which 

comments were invited in the Consultation paper in this regard are: 

• The proposed approach to transition all facilities to calculated baselines over 2018-19 and 

2019-20;  

• The option to use default production variables and emissions-intensity values for calculated 

baseline applications, to reduce auditing and administrative costs; and  

• Whether emissions-intensity values should be set at a level that reflects a median or average 

performance, or some other level. 

2. Key issues 

2.1 The proposed approach to transition all facilities to calculated baselines 

over 2018-19 and 2019-20 

 

APGA has some concerns with this approach. Key concerns include the potential administrative burden 

for some facilities, as well as the implications for gas transmission assets of using emissions intensities 

as the starting point for creating baselines (see below). 



 

 

2.2 The option to use default production variables and emissions intensity 

values for calculated baseline applications, to reduce auditing and 

administrative costs. 

 

APGA agrees that this option could reduce the amount of effort required for setting calculated baselines.  

However, we note that it is not yet clear what criteria would be used for this calculation in relation to 

transmission assets.  In APGA’s view, the most useful and straightforward approach would be to use 

criteria already monitored and reported by transmission service providers, such as throughput.   

APGA also notes that once the option to use default production variables and emissions intensity values 

has been taken, there is no provision to allow for reverting to own-use calculations in the future.  This 

means that before choosing the default option, businesses will be forced to undertake own use 

calculations anyway so they can be certain which option will leave them better off.  This necessity with 

its inherent administrative costs may offset some of the intended reductions in auditing and 

administrative costs.  APGA suggests that some additional flexibility be built into this process, whereby 

businesses are given the opportunity every few years to reassess any decision to use the default options 

and, if necessary, switch back to own use calculations. 

2.3 Whether emissions intensity values should be set at a level that reflects a 

median or average performance, or some other level. 

 

APGA considers that the Safeguard Mechanism should more fully take into account the implications 

that some inherent physical and operational characteristics of high pressure transmission pipelines have 

for the emissions profile of these assets.  This could be achieved by setting the initial baseline for a 

pipeline asset at the estimated emissions-level for its maximum operating capacity, due to the variability 

in pipeline utilisation that is outside the pipeline operator’s control. 

A feature of gas transmission is the inherent variability of the volume of gas transported through a 

pipeline from month-to-month and on a year-on-year basis. The running of compressor stations is the 

largest contributor to a pipeline’s total emissions. However, the emissions generated by compressors 

vary considerably according to the amount of gas transported by the pipeline, which is largely 

determined by daily flow nominations made by the pipeline’s customers (shippers).  The physical 

properties of compressing natural gas mean that as more gas is transported, the amount of fuel 

combusted increases in a non-linear relationship.  Therefore, as more gas is transported, the emissions 

intensity of a pipeline increases. 

Pipeline operators have no control over when peak demand periods occur, and during these times, 

compressor stations must be run more intensively to transmit the large volumes of gas required by 

customers1. This market-driven response in turn impacts upon the emissions intensity of the pipeline.  

Pipelines are built to a theoretical maximum capacity but the reality is that an individual pipeline will 

operate at less than 100 per cent capacity over extended periods. Gas shippers that own the rights to 

                                                      
1 Variability in shipper demand is driven by changes in gas use by manufacturers or other industrial users 
(often varying according to production schedules or maintenance activities). The amount of gas used by small 
customers for space heating in households is also a significant driver of variability in pipeline utilisation on 
pipelines which serve residential markets (such as the Eastern Gas Pipeline, which delivers approximately half 
the gas used in the NSW distribution network). Unseasonably warm periods of weather during autumn or 
winter have previously resulted in observably reduced demand and therefore pipeline utilisation.   



 

 

permanent (firm) transmission capacity may choose to not use all of their available capacity on any day. 

They often purchase capacity to accommodate the maximum amount of gas they expect to use at any 

one time. Even once the capacity trading reform package currently being implemented by the Gas 

Market Reform Group and the Australian Energy Market Operator is in place, there are still likely to be 

significant periods where transmission pipelines do not operate at (or near) 100 per cent capacity. 

In section 3.3 of the previous Safeguard Mechanism Consultation Paper that was issued in April 2015, 

a proposed approach to setting baselines likely to apply to some facilities in the oil, gas and mining 

sectors, given the inherent variability associated with existing natural resources and reserves was 

discussed. That approach could be applied to the gas transmission industry, allowing the emissions 

baseline for pipelines to reflect the emissions produced when the pipeline is at its maximum capacity.  

In the current situation, APGA members are in the position of being judged on their ability to forecast 

demand for gas from gas-fields yet to be developed, and demand for gas pipeline capacity years into 

the future, rather than their actual performance at reducing emissions intensity where possible.  As well 

as putting additional financial pressure on some commercial operations, this situation is also unfair to 

transmission service providers as the increased gas throughput levels may often be contributing to 

increased security of the energy system during peak times or reducing overall carbon emissions and 

carbon intensity levels on an economy-wide scale (e.g. by offsetting the use of coal for electricity 

generation). 

As noted above, APGA considers that the Safeguard Mechanism should more fully take into account 

the implications of certain physical and operational characteristics inherent to transmission pipelines by 

setting the initial baseline for a pipeline asset at the estimated emissions-level for its maximum operating 

capacity, due to the variability in pipeline utilisation that is outside the pipeline operator’s control. 

 


