
 

 

 
 
 
 

 
 
 
 
 
 
 
 
 
 

 

EDO Overview of the Australian Government’s 
Climate Change Scheme 
 
The Australian Government has outlined its path to “securing a clean energy future for Australia” based 
around the following four key elements: 
 

 putting a price on carbon pollution; 

 promoting innovation and investment in renewable energy; 

 improving energy efficiency; and 

 creating opportunities in the land sector to cut pollution.  
  
 
The EDO is pleased to present the following brief overview of how the scheme will work, what‟s 
covered, complementary environmental measures, transitional assistance and next steps.   

 

1) Carbon pricing framework – How does it work? 
 
Until now, Australia‟s largest greenhouse polluters have been able to emit carbon into the atmosphere at 
no charge. The Government‟s proposal will change this. As of 1 July 2012, 500 of the country‟s biggest 
carbon polluters will have to buy a $23 permit for each tonne of carbon pollution they release into the 
atmosphere. The revenue raised will be used to provide tax cuts, assist industries and households in the 
transition, and help develop what the Government has called a “new clean energy future”.  
 
Although the Government‟s proposal is widely referred to as a “carbon tax”, it‟s really a “fixed price 
emissions trading scheme” that will transition to a “standard emissions trading scheme”.   
 
This is how the scheme is planned to work: 
 

 Under the fixed price ETS, the Government caps the total emissions and issues permits to emit 
up to that amount. Those permits can be traded between businesses. 

 These fixed price permits cannot be borrowed or banked for use in the next year, as permits on 
issue will automatically be surrendered to the Government at the end of each compliance year. 



 
 

 
 

 The price for each tonne of pollution will begin at $23 and rise by 2.5% on top of inflation each 
year until 2015. 

 In July 2015 the fixed price ETS is planned to move to the standard ETS, where the price of 
each permit will be set by the market. A price floor ($15) and ceiling ($20 above the expected 
international price for 2015) will confine market fluctuations. 

 Also from July 2015, large polluters will have access to international carbon markets to buy 
permits.  

 
The proposal includes the creation of a new independent statutory body, the Climate Change Authority 
(CCA) to be chaired by former Reserve Bank Governor, Bernie Fraser. The CCA will propose carbon 
reduction targets to the Government; advise on pollution caps; and undertake regular public reviews of 
the carbon pricing mechanism. It will be made up of nine experts on climate science, economics, climate 
change mitigation, emissions trading, investment and business. Similar to the UK‟s Committee on 
Climate Change, the CCA is only an advisory body, and the Government will make all final decisions.  
 
2) What will the carbon price cover? 
 
The Government‟s package intends to cover about 60% of Australia‟s carbon pollution, extending to 
four of the six greenhouse gases counted under the Kyoto Protocol. It aims to cover any facility that 
produces at least 25,000 tonnes of CO2 equivalent per year (unless it falls into an exempt category) 
including stationary energy* and industrial processes. It will also cover large suppliers of natural gas as 
well as carbon pollution from waste, fugitive emissions, rail, domestic aviation and shipping. From 1 
July 2014, the Government intends to apply a carbon price (reducing diesel fuel excise) to heavy on-
road transport (but this does not have the support of the Multi Party Climate Change Committee). For 
other petrol transport the Government has stated that agriculture, forestry and fishing industries will not 
face a carbon price nor will households and light commercial vehicles. 
 
* stationary energy includes emissions from fuel consumption for electricity generation, fuels consumed 
in the manufacturing, construction and commercial sectors, and other sources like domestic heating. 
 
3) What are some of the major complementary environmental measures? 
 
The Government‟s announcement has outlined a number of environmental measures agreed by the 
Multi Party Climate Change Committee. These include: 
 

 An emission reduction target of 80% under 2000 levels by 2050 (was previously proposed to 
be 60% under the former CPRS proposal).  

 Maintaining a 2020 emission reduction target of at least 5% under 2000 levels (note the 2008 
Garnaut Review proposed a 25% reduction for Australia to play its part in a “450 parts per 
million/2 degree warming” scenario).  

 A $946 million Biodiversity Fund over six years to assist landholders with projects to 
establish, restore, protect or manage biodiverse carbon stores.  

 The Renewable Energy Target regulations will be amended to exclude biomass from native 
forest as an eligible energy resource. Therefore, energy generated from burning native forests 
will no longer be included as part of the Government‟s renewable energy scheme. 

 $13 billion investment in clean energy programs overseen by two independent authorities: 
o The Clean Energy Finance Corporation: 

 An independent body in charge of a $10 billion fund to support research and 
development (R&D), demonstration and commercialisation of renewable energy; 
to be run by a board of directors.  



 
 

 
 

o The Australian Renewable Energy Agency (ARENA): 

 An independent body to administer and consolidate the $3.2 billion in existing 
Government support for R&D in renewable energy technologies.  

 Clean Technology Investment for industry: 
o $800 million Clean Technology Investment Program to support manufacturers to invest 

in energy-efficient and low-pollution technology. 
o $200 million over six years to food processing, metal forging and foundry industries for 

similar investments. 
o $200 million over five years for R&D grants for renewable energy, low-pollution 

technology and energy efficiency. 

 Government will look at introducing an energy efficiency White Certificate Scheme (subject 
to negotiations) to require energy retailers to find and implement energy efficiency savings in 
households and the business sector. 

 Mandatory Carbon Dioxide emissions standards for all new light vehicles sold in Australia 
(average 2010 emissions were 213g/km; aim is for 190g by 2015 and 155g in 2024). 

 $1 billion tax breaks for Green Buildings Program to improve energy efficiency in existing 
buildings. 

 The Carbon Farming Initiative will allow famers and land managers to generate credits that 
can be sold to businesses wanting to offset their own carbon pollution (ANEDO submission 
available here). 

 
4) How much assistance will be provided to industry and households? 
 
The Government intends to provide financial assistance to both industry and households to assist in the 
transition to a low carbon economy.  
 

a) Industry 
 
Two major proposals will assist industry in this transition period:  
 
i) Jobs and Competiveness Program 
 

 The Government proposes $9.2 billion of the carbon price revenue will go to assisting energy-
intensive trade-exposed industries (EITEs) such as aluminium smelters and cement factories, 
which may face a competitive disadvantage on world markets. 

 This assistance will be in the form of free carbon permits which will cover: 
o 94.5% of emissions from the most emissions-intensive EITEs, and 
o 66% of emissions from a second category of less emissions-intensive industries (eg LNG 

production). 

 This assistance will be reduced by a „carbon productivity contribution‟ of 1.33% a year. 
 
ii) Energy Security Fund 

 

 Assistance for emissions-intensive coal-fired generators** will qualify for a share of $5.5 billion 
of permits and cash over five years to compensate them for reduced asset values. This will 
include a tender process for early closure of highly polluting generators.  

 
**(i.e. producing more than 1.2t CO2 equivalent per Megawatt Hour) 
 

http://www.edo.org.au/policy/110121carbon_farming_inititiative.pdf


 
 

 
 

b) Households 
 

 Reform of tax thresholds aimed at low and middle income earners. 

 Increases to Family Tax Benefit through: 
o Clean Energy Advance – a lump sum payment; 
o Clean Energy Supplement – from March 2013 a fortnightly supplement to pensioners 

and allowees (1.7% pension increase); and 
o Single Income Family Supplement – $300 for families with a primary earner between 

$68,000 and $150,000. 
 
5) What are the next steps? 
 
The Government will introduce legislation into Parliament in the second half of 2011 (possibly 
August/September) to underpin the scheme. It‟s understood there will be opportunity to comment on 
draft legislation by the end of July. Unlike the former CPRS, the Gillard Government seems to have the 
numbers to pass the Bills, with the support of the Greens in the Senate and a Green and Independents 
in the House of Representatives. However, elements not supported by the Multi Party Climate Change 
Committee will need to be further negotiated to pass (including assistance to EITEs and the coal sector, 
and the 2014 excise reduction for heavy transport). 
 


