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Outline

Introduction in Emission Trading
– Basics
– Status of Carbon Pollution Reduction Scheme

Key features of Carbon Polllution Reduction Scheme
– Cap
– Coverage
– Allocation
– Penalty

Impact on Business
– Direct
– Indirect
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How does emissions trading work?

Government establishes a target (total ET-budget/cap) ->
allocates permits via auction or for free

For all Greenhouse Gas Emissions regulated companies
need to surrender permits otherwise a penalty has to be
paid

Each company monitors it's emissions and assesses it's
emissions reduction costs

Trading occurs until reduction target is achieved at least
costs and market price will be determined by aggregated
reduction costs and total permit supply
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Emissions trading I
Emissions (t CO2)

Emissions (t CO2)

Company A Company B

Emissions target,
necessary emissions
reduction

Total Costs
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Emissions (Beginning)

Emissions (Beginning)

Emissions trading II

Allocated permits
at the beginning

Blue areas
together are the
ETS budget or cap

Company A Company B

Allocated
permits at the
beginning

Target
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Emissions

(beginning and end)

Emissions (beginning)

Emissions trading III
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Trade of permits

Emissions (end)
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Current Status of Carbon Pollution
Reduction Scheme (CPRS)

16 July 2008

30 September 2008

15 December 2008

14 May 2009

13 August 2009

November 2009

Green Paper released

The Garnaut Climate Change
Review presented final report

White Paper released

CPRS legislation introduced to
Parliament

Senate voted on CPRS legislation

Reintroduction of CPRS
Legislation in the Senate and
possible passage
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Timing

1 Jul 2011 1  Jul 2012 30  Jul 2013

Fixed price
period

Start of
the

scheme

First trading
period

Start of 1.
trading
period

End of
first

trading
period

31  Oct 2013

Emissions
report

lodgement

15  Dec 2013

Final
permit

Surrender
date



5

9

Australia’s International Target

DCC: Australia’s Action on climate Change
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Scheme coverage
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Offsets
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Permit allocation
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Allocation Energy Intensive Trade Exposed
Industry (EITE)

CHANGE:
Global Recession

Buffer:
+5%

CHANGE:
Global Recession

Buffer (GRB):
+10%
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Other assistance

A $200 million tranche of the Climate Change Action Fund for 2009-10 will include:
1. $20 million for a business information package to provide advice to businesses

on how the CPRS will work and what impacts and opportunities may arise
2. up to $100 million for Early Action Energy Efficiency Strategies for Business,

including energy audits, investment and information programs
3. $80 million for capital investment grants for businesses and community

organisations.
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CPRS market arrangements
CHANGE:

2010 start of scheme postponed

2011-12: 10$/tCO2e fixed price
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Penalty
or
price cap?

Source: Green paper
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Proposed changes by opposition (Coalition)

Lower and only one threshold for Energy Intensive Trade
Exposed Industry and more free permits
Permanently exclude agricultural emissions from the
CPRS and instead allow for offsets
Exclude coal mine fugitive emissions from the CPRS and
instead use regulation
Intensity-based approach for electricity generators to
reduce electricity price impact
Increase compensation to electricity generators (triple
free allocation)
Introduce a “white certificate” scheme for energy
efficiency
Ensure emissions reductions from voluntary action

http://www.liberal.org.au/news.php?Id=3975
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Direct Impact on companies

Around 1,000 entities will be directly liable and will have to

-Surrender permits for compliance

-Monitor, report and verify (if 125 000 t CO2e p.a.)
emissions

-May engage in carbon market
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http://www.climatechange.gov.au/government/initiatives/cprs/who-affected/directly-
affected.aspx

20Regulations Policy Paper

Timeline for reporting under NGER
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Timing for reporting under CPRS/NGER

1 Jul 2011 1  Jul 2012 30  Jul 2013

Fixed price
period

Start of
the

scheme

1st trading
period

Start of 1.
trading
period

End of
first

trading
period

31  Oct 2013

Emissions
report

lodgement

15  Dec 2013

Final
permit

Surrender
date

31  Oct 2012

Emissions
report

lodgement

2nd trading
period
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Reporting requirements

Information published separately:

Emissions: Scope 1 and Scope 2

Energy production

Energy use

Some more disaggregated reporting for

Trade Exposed Energy Intensive Industry

Materiality Thresholds for reporting on
small facilities

Regulations Policy Paper
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Permit auctions timing

2012-132011-12 2013-14

Deferred payment is under consideration
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What will permits costs?
Price will depend on national emission trajectory, scheme coverage and international

linking, and the costs of emission reduction opportunities.

Australian 

i

international price
(higher  price for CPRS-15 and Garnaut-25 due to 

modelling of more stringent international targets )

Source: Own graph based on several studies
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Indirect impact of CPRS on Business

Increases in:

energy prices (e.g. electricity and gas)

prices of inputs and products that are energy or
emissions-intensive to produce

transport costs

prices of waste disposal.
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Impact on Retail prices

Source: Own graph based on several studies
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Carbon Markets today (PWC/IETA, 2007)
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International carbon markets

(World Bank, Carbon Markets Report, 2008)



15

29

Conclusions

CPRS legislation is in the process to be reintroduced
It will impact everybody indirectly and around 1000
companies in Australia directly
Assess impacts of CPRS on your own company
– Direct impacts:

Surrendering permits
Monitoring, reporting and verification requirements

– Indirect impact:
Increase in costs

Assess the impact of CPRS and risk for companies you
engage with commercially (nationally but also
internationally)
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Many of our publications are available at:

www.ceem.unsw.edu.au  

Thank you…  and questions

Subscribe to our free newsletter


