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Dear Premier 
 
CLIMATE CHANGE BILL 2010 
 
I am writing to you regarding the Climate Change Bill 2010 (the Bill) introduced into 
Victorian Parliament on 27 July 2010. 
 
Taking Action for Victoria’s Future: Victorian Climate Change White Paper – The 
Action Plan was released on 26 July 2010. The report foreshadowed the Climate 
Change Bill 2010, which was then introduced into Parliament just one day later.  
 
The BCA is concerned with the speed at which this major reform has been 
introduced in Victoria and the lack of consultation on key aspects of the Bill.  
 
There are substantial new proposals introduced in the Bill, such as the new powers 
being provided to the Environmental Protection Authority, which have not been 
previously consulted on through the green paper process.  
 
I note that the government has foreshadowed its intention to undertake community 
and industry consultation in respect of future frameworks for the climate change 
policies, however, this will not occur until after passage of the Bill.  
 
The BCA is concerned that some of the major reforms contained in the Bill have not 
been appropriately consulted on and the possible impacts on business and the 
community not fully assessed.  
 
In light of these concerns, the BCA considers that a more cautious approach with full 
consultation should be taken. 
 

National policy as a preferred approach 
 
Emissions reduction and responding to the risks of climate change requires actions 
on a number of fronts including mitigation, adaptation and innovation. Business and 
the community are seeking efficient and least-cost approaches to emissions 
reduction.  
 
Achieving this requires a national approach using market-based mechanisms where 
possible, whilst maintaining the reliability and viability of our domestic electricity 
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industry. It is essential that we also ensure the competitiveness of our trade-exposed 
and export industries. 
 
The BCA considers that policies designed to achieve emissions reduction should be 
national in nature for two key reasons. National approaches provide a stronger basis 
from which to make international linkages and provide opportunities for least-cost 
emissions reduction which may be internationally sourced. National legislation also 
reduces the risks and difficulties for businesses operating across state borders. 
Significant duplication and overlap is likely to result from disparate regimes across 
jurisdictions, and this is likely to impose unnecessary costs and compliance burdens 
on business. 
 
The BCA considers emissions reduction policies should be market-based to enable 
those best able to assess the least cost approach to reducing emissions i.e. the 
companies themselves to make the business decisions and either invest or change 
levels of or the nature of what is produced. As the government’s green paper noted 
regulation can reduce overall levels of efficiency, compel actions that are not at least 
costs, impose high compliance costs and require significant administrative resources 
in businesses and government. 
 

Questions related to state-based targets 
 
National emissions reduction targets have already been set and agreed to by both 
major parties. The target range for reductions on 2000 levels by 2020 includes an 
unconditional 5%, up to 15% if strong conditions are met, and a high end of 25% if 
very strong conditions are met. These targets have been set recognising that their 
least cost attainment requires both international action and access to international 
offsets subject to the carbon price nationally. 
 
The Victorian Bill is nominating an unconditional target for Victoria of 20% reduction 
on 2000 levels by 2020. There does not appear to be any discussion of where this 
state-based target sits in the context of national approaches or Australia’s 
international negotiations. It also appears to have the potential to impact on the 
competiveness of businesses operating in Victoria relative to the rest of Australia.  
 
It is of concern that the economic implications of this target, its relationship to the 
national target and the practical operation of the target have not been explained in 
the information available. This omission should be addressed prior to the legislating 
of such a target. 
 

Issues to be considered in establishing state-based policies 
 
Where states seek to pursue policies independent of the federal government and 
other states, it is important that such policies include clear cost–benefit analyses of 
the proposed policies and also clear directions as to how these policies will be 
concluded in the advent of national policies. 
 
State-based climate change policies should pass a test to provide evidence that the 
benefits associated with the implementation of the policy outweigh the costs of 
implementation for participants and the broader economy. 
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One example of where such considerations are essential before the Bill is passed 
relates to the proposed emissions standard for new generation. The current federal 
government has proposed mandatory emissions standards for coal-fired power 
stations. Whilst it has not specified a level it has nominated that it will be lower than 
0.86 tonnes of carbon dioxide per mega watt hour. The second reading speech for 
the Victorian Bill foreshadows 0.8 tonnes. This potentially gives rise to unintended 
consequences regarding the location of generation capacity amongst other issues. 
Different standards under different legislation will add undesirable regulatory and 
reporting burdens for business. 
 

Business impact assessment 
 
Under the Victorian Guide to Regulation, a Business Impact Assessment (BIA) is 
required to be prepared where a proposed piece of primary legislation is likely to 
have a significant effect on business and/or competition. In the case of BIAs, the 
analysis informs Cabinet deliberations and, as such, the information included in a 
BIA is treated as confidential to government.  
 
Nevertheless, detail of costs and benefits and options for achieving policy proposals 
should be made publicly available, to ensure that stakeholders and the community 
are able to analyse the proposals and that the parliamentary process can include 
informed and robust debate. 
 
In addition, we are concerned that a BIA would not have complied with the 
requirements contained in the Victorian Guide to Regulation. BIAs can include 
appropriate consultation, consideration of the impacts and cost–benefit analysis. We 
consider that it is unlikely for the BIA to have included a comprehensive analysis of 
impacts or costs given that there is considerable uncertainty associated with how the 
climate change policy objectives contained in the Bill will be achieved.  
 
This policy proposal will have significant economy wide impacts, as well as 
substantially increasing the regulatory burden and should be subject to a transparent 
cost-benefit analysis and clear advice as to how policies will be concluded when 
national actions are taken. 
 

Powers of the Environmental Protection Authority 
 
The Bill will amend the Environment Protection Act 1970 to establish powers for the 
Environmental Protection Authority (EPA) to regulate greenhouse gas emissions 
through state environment protection policies, waste management policies and 
regulations and the operation of a works approval and licensing regime.  
 
The expansion of the EPA’s powers in this manner provides it with a more active 
policy and law-making role. Consideration should be given as to whether it is 
appropriate for a regulator to have considerable policy-making and law-making 
powers in the context of its enforcement role. This shift in direction of the EPA’s role 
should be the subject of transparent and rigorous public debate. This has not 
occurred. 
 
Further, the second reading speech also foreshadows the potential for retrospective 
EPA regulations that may be used for establishing emissions standards for existing 
power stations. 
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Such decisions are likely to have important impacts on the structure of the market, 
competitive frameworks and business operation. We consider that such important 
policy decisions should be made by government rather than by the regulator. 
 
The BCA would be concerned if there are not clear processes, which require the 
consideration of the following matters by government, before the EPA could be 
asked to make regulations related to greenhouse gas emissions: 
 
• Ministers responsible for economic portfolios be explicitly consulted on any 

aspect of any greenhouse gas regulation that could potentially impact on the 
energy market, energy supply, or business operations. 
 

• Industries which may be impacted by the proposed regulation be consulted to 
ascertain the cost, operational and administrative implications of the proposed 
regulation. 

 
• Assessment of the need for the regulation to take into consideration other federal 

and state legislation and programs which have the potential to deliver the same 
result.  

 
• Costs and benefits associated with the introduction of additional regulations. 
 
• Consultation with relevant federal and other state agencies to ensure the 

proposed regulation takes into account any national and interstate issues and 
ensure national consistency. 

 
• Ensure the regulatory impact statement process also takes into account the 

issues related to national consistency, interface with other climate change, 
energy and pollution legislation (federal and state) and specifically addresses 
how regulations will be reviewed and concluded in light of future national actions. 

 

Review of the Climate Change Bill 
 
The BCA notes that the Bill proposes regular reviews and specifically calls for a 
review in light of any national legislation to establish a national emissions trading 
scheme. 
 
The BCA is of the view that the review mechanisms should be strengthened with the 
following additions: 
 
• The biennial reviews under section 17 of the Bill should be expanded to include 

the assessment of the costs and effectiveness of the policies and regulation and 
whether they are ensuring least cost abatement. 
 

• The independent review in 2015 under section 18 should be expanded to include 
the assessment of the costs and effectiveness of the policies and regulation and 
whether they are ensuring least cost abatement. 
 

• The grounds for a review under section 19 of the Bill should be expanded to 
include any national legislation designed to limit or reduce greenhouse gas 
emissions (either directly or indirectly e.g. energy efficiency legislation) or 
national legislation designed to put a price on greenhouse gas emissions. 
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In light of these concerns, the BCA considers that a more cautious approach should 
be taken towards the Bill. Amendments are required to improve the review 
mechanisms, enhance consultation with affected industries and to ensure that 
unnecessary powers are not vested with the EPA. Information relating to the 
economic and environmental costs and benefits are essential. Finally, the BCA 
needs to be assured that the Bill will not impede a national approach to emissions 
reduction. 
 
Thank you for your consideration and I look forward to discussing this important 
issue with you. 
 
Yours sincerely 
 

 
Katie Lahey 
Chief Executive 
 


