
 

 

Safeguard Mechanism Reform Position Paper  

The Australian Conservation Foundation (ACF) welcomes the opportunity to provide a submission to the 

Department of Climate Change, Energy, the Environment and Water regarding the proposed reforms outlined in 

the Safeguard Mechanism Position Paper. 

ACF is Australia's national environment organisation. We are over 700,000 people who speak out for the air we 

breathe, the water we drink, and the places and wildlife we love. We are proudly independent, non-partisan and 

funded by donations from our community. 

Australia and the world face an unprecedented climate and mass extinction crisis caused first and foremost by 

digging up and burning fossil fuels like coal, oil, and gas.  The impacts of climate change are already being felt 

across Australia with extreme floods, droughts, and bushfires having truly catastrophic impacts on a growing 

number of communities, some which have suffered through multiple crises with almost no time for recovery.  

The world is on a very dangerous global warming trajectory and every fraction of a degree puts Australians at 

greater risk. Australia has made an outsized contribution to the problem, at times registering the highest per capita 

emissions in the developed world1 yet Australia also has an abundance of solutions at our fingertips, including 

some of the world’s best renewable energy resources. Australia can and must step up. This includes Australia’s 

industrial sector, which has been shielded from emissions reduction obligations for over a decade.  

ACF believes that the Safeguard Mechanism (SGM) has the potential to drive real, lasting emissions reduction 

outcomes that enable even stronger emissions reduction commitments, stimulate investment in new technological 

solutions and make Australian industry more competitive in a net zero carbon global economy. However, 

 

 

 

 
1 https://www.climatecollege.unimelb.edu.au/facts4paris-australias-capita-emissions-remain-highest-among-its-key-
trading-
partners#:~:text=Australia%20remains%20the%20highest%20per,%22peaking%20by%202030%22%20pledge. 
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important changes are needed to the settings proposed in the Position Paper on SGM reform to achieve these 

critical objectives.    

The bottom line is that to be successful the SGM must result in real, lasting, on-site emissions reduction, not rely 

heavily upon Australian Carbon Credit Units (ACCUs), which should be intended as a last resort for hard-to-abate 

industries.  The SGM should play a role in limiting new coal and gas developments that will release enormous 

amounts of greenhouse pollution for many years to come.  

Australia cannot meet our legislated emissions reduction targets and make real progress on tackling harmful 

climate change if we do not get the SGM right. If polluters within the SGM don't pull their weight, every other part 

of our economy and community will have to do more - families and businesses alike.  

Australia needs to cut our emissions by far more than 43% to avoid the worst impacts of harmful climate change.  

How we set up the SGM will determine whether this target ends up being a floor or a ceiling. 

ACF provided a submission to the previous consultation on the Safeguard Mechanism Reform Discussion Paper, 

which can be accessed here and a submission to the Committee’s inquiry into the Safeguard Mechanism 

(Crediting) Amendment Bill, which can be accessed here.  Based on the proposed Safeguard Mechanism Reforms 

Position Paper, we provide further recommendations below.  

The Safeguard Mechanism’s share of the national emissions reduction task 

• Set the SGM carbon budget as a hard cap in legislation or regulation to give greater certainty to the absolute 

emissions limit that must be maintained for the period between 2021-2030.  

Threat to the SGM carbon budget posed by new fossil fuel entrants and methane  

• Require that any additional methane emissions brought into the SGM due to previous under-reporting be 

applied to the emissions reduction task of the facilities responsible, not shared across SGM facilities. Further, 

ensure that the baseline decline rate of any facility found to have higher methane emissions than reported not 

be adjusted to accommodate those emissions. 

• Significantly strengthen methane monitoring, reporting and verification (MRV) requirements. To ensure that 

Australia’s methane reporting accounts are accurate, the National Greenhouse and Energy Reporting (NGER) 

Measurement Determination should require all fossil fuel companies to conduct direct emissions measurement 

at the source and site level (in line with the Oil and Gas Methane Partnership 2.0 (OGMP 2.0) reporting 

framework for oil and gas facilities and equivalent standards for coal). New NGER-covered facilities should 

comply from 1 July 2023, and existing facilities should comply within three years of that date. 

Methane Emissions Intensities 

• Integrate into baselines under the Safeguard Rule requirements for accelerated methane reductions as follows 

(collectively referred to as Methane Intensities): 

https://assets.nationbuilder.com/auscon/pages/20891/attachments/original/1663629984/Final_ACF_Safeguard_Mechanism_Submission.pdf?1663629984
https://assets.nationbuilder.com/auscon/pages/21650/attachments/original/1676002115/230124_ACF_Safeguard_Mechanism_Crediting_Bill_Submission_-_Final_%281%29.pdf?1676002115


 

(a) any new oil and gas Safeguard facilities to not exceed a methane intensity target of 0.2% of marketed 

product from 1 July 2023, and existing facilities to meet that standard within two years – reflecting the goal 

set by the industry-led Oil and Gas Climate Initiative (OGCI). 

(b) any new coal facilities entering the scheme to not exceed emissions intensity of 1 tonne per kilotonne of 

marketed coal from 1 July 2023, and existing facilities to meet that standard within two years. 

Methane fee instead of offsets 

• For any exceedance of methane emissions above the Methane Intensities, operators should be required to pay a 

methane fee. This should be set at a rate that incentivises the necessary investments to abate methane in line 

with the intensity target. Fee revenue should be used for government methane-tracking programmes and 

research. 

Setting baselines for existing facilities 

• Facilities should be required to use SMCs in advance of ACCUs wherever possible. This requirement 

should be included in SGM regulations.  

• Ensure that SMCs that don’t represent actual abatement are not created by ensuring that headroom is 

removed in the setting of production-adjusted baselines and setting a check point to verify that there has 

not been an increase in the SGM’s aggregate baseline. 

Setting baselines for new facilities 

• Set baselines for new projects at zero to ensure that absolute emissions do not increase under the SGM. 

• Require new entrants to the SGM (i.e., those entering after 1 July 2023) to meet their baselines without the 

use of ACCUs — i.e., using only a combination of best-practice technologies and SMCs for any residual 

emissions that are not abated at source. This would restrict the use of offsets to existing projects and 

facilities. Use of SMCs rather than ACCUs would keep the overall emissions reduction task within the 

Safeguard Mechanism. 

● Require new entrants to first avoid and minimise emissions to ensure that they are as low as possible, and 

then acquire SMCs to address any remaining emissions. This would ensure that new entrants are future-

focused projects that would be equipped to compete in a low carbon economy and would not derail the 

Safeguard Mechanism or Australia’s emissions reduction ambition. 

• Ensure that new coal and gas facilities do not have access to special deals or support intended to help 

existing facilities cut their emissions.  This includes co-investment offered to trade-exposed facilities 

through the Powering the Regions Fund.  

• Ensure that co-investment offered through the Powering the Regions Fund can only be spent on avoiding, 

minimising, and mitigating actual emissions, never spent to reduce “net” emissions by buying offsets or 

for technologies such as carbon capture and storage intended to enable fossil fuel production. 
• Establish a clear definition for new entrants under the SGM that includes: 

o Any new greenfield facilities that do not have an existing baseline allocation 

o Any extension or expansion of existing facilities that would result in an increase in GHG emissions, 

either annually or in aggregate over the life of the project.  



 

o Where the facility processes fossil fuels, include the development or processing of any additional 

reserves, deposits or fields or sources beyond those already under development. 

 

Domestic offsets 

▪ Require facilities to demonstrate that practical steps and/or investments have been made to genuinely 

reduce emissions before being able to purchase SMCs or ACCUs to meet their regulated baselines. 

▪ Require facilities to use SMCs to account for any remaining emissions before purchasing ACCUs, given 

their more direct equivalence to the type of emissions produced within the scheme. 

▪ Minimise use of offsets through strict limits to ensure that investments are made to achieve actual 

decarbonisation, and offsets are limited to genuinely hard-to-abate sectors that are essential to Australia’s 

energy transition. We recommend considering a limit like the Clean Energy Act 2011, which applied a 5% 

limit. Alternatively, offset limits could be progressively phased down to a set percentage of a facility’s total 

baseline (e.g., 5%) expressed as a share of their initial baseline and with a short initial grace period to 

enable business planning and investment.  

• Accept that there are exceptional circumstances and as such, offer a higher allowance (e.g., 20%) for 

facilities that are genuinely hard-to-abate; where the cost and availability of SMCs is prohibitive; and/or 

where the facility will otherwise cease to operate.  [We note that the government’s SGM modelling 

assumed 20% of abatement would be met via ACCUs in 2030 so limits in this range have already been 

factored into SGM settings.] 

• Require facilities to prioritise ‘at source’ avoidance and reduction of emissions before offsets can be used. 

Use of offsets should sit within a hierarchy that starts with avoiding, minimising and mitigating emissions, 

then allows offsets as a last resort rather than as the primary means of achieving pollution reduction. 

• As a more flexible measure (not our preferred option) consider applying a penalty provision targeting 

excessive ACCU use over a threshold. Any existing facility that exceeds the ACCU threshold would be 

required pay a levy on each additional offset. All levy payments would need to go into a dedicated fund, 

used only to pay for additional emissions reduction across Australian households and small businesses 

(e.g., energy efficiency, electrification, and other measures that assist transition to zero emission energy).  

• Prevent methane emissions from being offset with ACCUs. 

Address ACCU integrity concerns 

• For the SGM to have integrity, all ACCUs surrendered to acquit obligations under the SGM must have 

integrity. In addition to full implementation of the Chubb review recommendations, ACF recommends 

that actions be taken to address the risk that over 60 million low integrity ACCUs could be generated from 



 

human induced regeneration, avoided deforestation and landfill gas methods before 2030. The following 

recommendations by ANU researchers are supported by ACF::2  

 

o Require greater disclosure: Require facilities covered by the SGM to disclose the provenance of 

the ACCUs they use to meet their liabilities. In particular, the Emissions Reduction Fund project 

number should be required for all ACCUs surrendered. We encourage this to be done through 

changes to the NGER Act under annual reporting requirements. 

 

o Qualitative restrictions. Prohibit facilities that are covered by the SGM from meeting their 

liabilities using ACCUs from existing projects registered under the HIR, landfill gas, or avoided 

deforestation methods. The following exceptions should be applied: 

▪ Existing landfill gas projects that are flaring-only (i.e., do not destroy methane using an 

electricity generator). 

▪ Landfill gas projects involving the use of electricity generators, provided the baseline for 

the project exceeds 45% of the gas combusted at the facility. 

▪ Existing HIR projects if they have transitioned onto a new method that limits eligibility to 

forest areas that have previously been comprehensively cleared and where pre-existing 

mature trees and shrubs are required to be excluded from the areas that are credited.  

▪ Plantation projects involving either the establishment of new plantations on land that was 

previously used for other non-forest purposes or the conversion of short-rotation 

plantations to long-rotations, provided they have 100-year permanence periods.  

o Make ERF carbon offset scheme changes that include the following:  

▪ Guarantee transparency. Ensure the panel’s recommendations for greater transparency 

are fully implemented by including requirements in the CFI Act that mandate the 

disclosure of offset reports, audit reports, carbon estimation areas, any data submitted to 

evidence compliance with eligibility requirements and all data relied on by the Carbon 

Abatement Integrity Committee in evaluating and endorsing methods.  

▪ Mandatory transitions from low integrity methods. Amend the CFI Act to allow projects 

to be removed from low integrity methods prior to the completion of their crediting 

period. At present, once projects are registered, they are allowed to stay on a method until 

the end of their crediting period, regardless of whether the method is subsequently found 

to have integrity flaws. The crediting periods range between 7 and 25 years. This means 

that projects can knowingly receive low integrity ACCUs for several decades. This reform 

 

 

 

 
2 Implications of the Independent Review of Australian Carbon Credit Units (ACCUs) and low integrity ACCUs for Australia’s 

Safeguard Mechanism 

 
 

https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Flaw.anu.edu.au%2Fresearch%2Fpublications%3Fnid%3D57164&data=05%7C01%7CSuzanne.Harter%40acf.org.au%7C736324b598434243f77008db0fc82523%7Cea808539de6e4efdb298688a1db28037%7C0%7C0%7C638121125149383407%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=SdUYDw42cpQUfCuqbGF5qGpGgetIivFkRxdiUvvDipQ%3D&reserved=0
https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Flaw.anu.edu.au%2Fresearch%2Fpublications%3Fnid%3D57164&data=05%7C01%7CSuzanne.Harter%40acf.org.au%7C736324b598434243f77008db0fc82523%7Cea808539de6e4efdb298688a1db28037%7C0%7C0%7C638121125149383407%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=SdUYDw42cpQUfCuqbGF5qGpGgetIivFkRxdiUvvDipQ%3D&reserved=0


 

would address this issue by ensuring the Minister has the power to force proponents off 

methods that are found to have integrity problems. 

▪ Access to justice. Amend the Carbon Credits (Carbon Farming Initiative) Act (CFI Act) to 

include open standing provisions to allow third parties to seek judicial review of 

administrative decisions made under the Act and to seek injunctions to restrain breaches 

of the Act. 

International offsets 

• The SGM reform should proceed as proposed, without international offsets.  

• The government should focus on ensuring high integrity domestic offsets and pursuing biodiversity and 

nature protection outcomes from domestic offsets rather than turning attention to policy infrastructure for 

international offsets. International offsets are not needed and still lack integrity assurance. The question of 

whether to include international offsets in the future should be placed on hold, at least until the SGM’s 

initial review in 2025-26.  

 

Banking and borrowing 

• Place a reasonable limit on banking of SMCs to avoid stockpiling, particularly in early years - i.e., until the 

first SGM review in 2026 and until a sufficient pipeline of SMCs is assured.  

• Maintain the proposed 10% interest rate, at a minimum, and 10% limit on borrowing.  

 

Multi-year monitoring period 

• Use of ACCUs should be limited as part of the required ‘firm and credible plan’ to reduce cumulative 

emissions that facilities will need to provide to receive a multi-year monitoring period.  

 

Cost containment measure 

• ACF recommends a higher cost containment starting point, consistent with what is already being applied 

by industry (i.e., AUD $80-$100 per tonne increasing with CPI and 2% per year). ACF also recommends 

avoiding a situation in which the cap is implemented through the government buying offsets and selling 

them at a loss, which would effectively mean ordinary Australians would be supplementing the cost 

containment measure for Australia’s biggest polluters, many of which are making extraordinary profits 

and sending them overseas.  

 

Assistance for EITE facilities 

• We recommend that all assistance provided to facilities through the Powering the Regions Fund be used to 

support critical industries needed for decarbonising domestic and global economies and that these funds 

be used to invest in genuine process and/or technology changes.  

• No public funds including the Powering the Regions Fund should be spent on purchasing offsets or 

pursuing technologies which have failed to demonstrate a clear emissions reduction benefit despite large 

amounts of prior funding. This would include carbon capture and storage technologies in the fossil fuel 

sector.  



 

• The Safeguard Transformation Stream should explicitly state that it is not available to new fossil fuel 

projects, which fuel climate change and do not meet the criteria noted above.   

• Criteria for trade exposure should include what is occurring in other relevant jurisdictions to assess what 

genuinely requires shielding.  

Exploring policy options to address carbon leakage 

• ACF supports the proposal to explore additional policy options and recommends that the government 

proceed with a 2023 review that will explore policy options to address carbon leakage including an 

Australian CBAM.  

 

Declining baselines to deliver the target and SGM review 

• ACF recommends that the SGM review be moved up to 2025-26.    

• ACF recommends adding a check on how facilities are meeting their emissions obligations to the SGM 

review. That should include a full accounting of the use and supply of SMCs and ACCUs and the level of 

on-site emissions reduction undertaken to meet SGM obligations. This should be publicly reported, and 

tabled in Parliament.   

 

Strengthening enforcement 

• ACF strongly supports the proposed strengthening of civil penalties and recommends that these 

provisions be fully implemented.  

 

Anti-avoidance 

• As stated in ACF’s submission on the SGM Crediting Bill, we recommend an update that would remove 

some of the discretion assigned to the Regulator in enforcing the anti-avoidance provision. This would be 

greatly assisted by the establishment of clearer criteria for declaring an enterprise a facility, and hence 

removing the opportunity to define a facility in a way that avoids regulation.  

• ACF recommends expansion of the anti-avoidance measures to make clear that extraction facilities are 

separate from processing facilities in all instances even when owned by the same company.  This anti-

avoidance measure would assist in ensuring that new extraction facilities are treated as new entrants to 

the SGM and therefore unable to avoid international best practice baselines, and any other requirements 

placed on new entrants. The emissions test for implementation of this measure would be applied at the 

processing facility where the actual increase in emissions would occur.  For new coal or gas, it would be 

applied when there is any new coal or gas from any deposits beyond those already in production, even if 

processed in the same facility. This measure could also be progressed through the SGM Crediting bill.  

 



 

 

As proposed: The Safeguard Mechanism’s 2030 target would be set at no more than 100 Mt in 2030 and 1,233 Mt between 

2021 and 2030, representing a proportional share of the national target and delivering an estimated 205 million tonnes of 

abatement (relative to current trends) by the end of the decade. 

ACF welcomes the decision to set a carbon budget for the SGM, both for a point in time (2030) and for the period 

2021-2030, and it is useful to know what the SGM settings will deliver in terms of abatement by 2030 (i.e., estimated 

at 205 million tonnes by 2030).  The carbon budget (1233 tonnes of CO2-e between 2021-2030) should be set as a 

hard cap in legislation or regulation to give it certainty. 

Based on the SGM’s proposed proportional share, SGM emissions will remain the same 28% portion of Australia’s 

emissions from now until 2030.  This achieves a proportional share, but there are several factors that make this 

approach confusing and add concern that it excludes a larger emissions pool that would have resulted in a larger 

proportional share. This is because Australia’s 2030 emissions reduction target is based on a 2005 baseline - not a 

2021 baseline, and emissions under the SGM have increased 17% (20 MtCO2e) since 2005.   

Further, Australia’s total emissions have barely lowered since 2005 if land use change is removed from the 

equation. Land use change is therefore masking the fact that key sectors in the economy - including industry - have 

increased their emissions since 2005. 

As such, we recommend that the SGM’s abatement task to 2030 remain under review and increased as soon as 

possible. Australia will need to deliver a 2035 target under the Paris Agreement by 2025 at the latest, and that 

target will need to be significantly stronger than the current 43% target for 2030.  Any over achievement on the 

current carbon budget for 2030, will help to enable a stronger 2035 target. Overachievement should be built-in to 

SGM settings wherever possible. Risks that could result in underachievement should be minimised. Several risks 

that relate to the pipeline of potential new fossil fuel facilities, are outlined below.   

Recommendations: 

• Set the SGM carbon budget as a hard cap in legislation or regulation to give greater certainty to the 

absolute emissions limit that must be maintained for the period between 2021-2030.  

Emissions from coal and gas have enormous implications for the SGM and for Australia’s climate emissions more 

broadly. One out of every seven tonnes of climate pollution created in Australia comes from coal and gas facilities 

covered by the SGM, and both the coal and gas sectors are set for significant increase.  



 

An assessment of new projects considered very likely to enter the SGM before 2030 indicates that without 

intervention, planned growth from Australia’s coal and gas producers will be enough to exceed the entire 

safeguard mechanism’s emissions budget in 2030. 3   

Without action to limit the growth of Australia’s coal and gas industry, achieving Australia’s 2030 emissions 

reduction target will be difficult or impossible. 

This risk is made worse by the fact that expansions and life extensions of coal mines and gas facilities may not be 

treated as ‘new entrants’ under the reformed SGM, meaning these emissions would not be covered under 

proposed international best practice baselines, and would instead be covered under existing facility emissions 

intensity baselines which allow for emissions to increase with higher production output. The ‘reserve’ that has 

been included in baseline decline rates - calculated at 17Mt CO2-e - provides an important buffer, but risks remain 

that significant emissions from new coal and gas entrants and expansions could exceed the buffer.  

Australia has signed the Global Methane Pledge to reduce methane emissions 30% on 2020 levels by 2030. The 

SGM reform should, as a priority, include specific measures to require more accurate reporting of energy methane 

emissions from industrial emitters and to accelerate methane emissions reduction.  

Treatment of methane under the SGM -- and broadly, is made more problematic by the way methane is converted 

to carbon dioxide equivalent (CO2-e). Methane’s equivalency is based on its 100-year global warming potential 

(which is around 28-36 times as greenhouse intensive as carbon dioxide). This masks methane’s extremely high 

short-term global warming impact.  Over a 20-year time horizon it is up to 84 times more greenhouse intensive 

than carbon dioxide.4 This means the impact of coal mine and gas facility emissions is underestimated over a 

timeframe to 2030. 

This is not a matter that stems from the SGM, but it does mean that new coal and gas entrants pose a particularly 

significant risk. An analysis of Australia’s coal mine pipeline has indicated that “if most of Australia’s proposed 

mines go ahead, annual coal mine methane emissions would increase by 50% by 2030. That would be 1.5 million 

tonnes of methane emitted per year.5  

 

 

 

 
3 https://energyresourceinsights.com/wp-content/uploads/2022/12/Safeguard-mechanism-report-221219.pdf 
 
4 https://www.iea.org/reports/methane-tracker-2021/methane-and-climate-change 
 
5 https://ember-climate.org/insights/research/tackling-australias-coal-mine-methane-problem/#supporting-material-
downloads 

https://energyresourceinsights.com/wp-content/uploads/2022/12/Safeguard-mechanism-report-221219.pdf
https://www.iea.org/reports/methane-tracker-2021/methane-and-climate-change
https://ember-climate.org/insights/research/tackling-australias-coal-mine-methane-problem/#supporting-material-downloads
https://ember-climate.org/insights/research/tackling-australias-coal-mine-methane-problem/#supporting-material-downloads


 

The risks posed by methane should be addressed through specific measures (outlined below), and through greater 

restrictions on new entrants, particularly new and expanding coal or gas facilities - covered later in this 

submission.  

New technology including satellite images, are likely to show that methane emissions from the fossil fuel sector are 

significantly higher than currently accounted for in Australia. Methane emissions from coal mining could be 

twice as high as is currently reported, according to the International Energy Agency (IEA), and some coal mines 

reportedly have released over ten times as much methane as they report.  

It is likely that methane released from existing SGM facilities is higher than has been reported and calculated under 

the SGM carbon budget. Any additional emissions attributed to improved measurements by coal mines or gas 

facilities will add a further emissions burden to the SGM. This extra burden should not be shared by other 

industries; it should be applied to the emissions reduction task of those facilities responsible. Further, the baseline 

decline rate of any facility found to have higher methane emissions than reported should not be adjusted to 

accommodate those emissions. 

Recommendation: 

• Require that any additional methane emissions brought into the SGM due to previous under-reporting be 

applied to the emissions reduction task of the facilities responsible, not shared across SGM facilities. 

Further, ensure that the baseline decline rate of any facility found to have higher methane emissions than 

reported not be adjusted to accommodate those emissions. 

 

• Significantly strengthen methane monitoring, reporting and verification (MRV) requirements. To ensure 

that Australia’s methane reporting accounts are accurate, the National Greenhouse and Energy Reporting 

(NGER) Measurement Determination should require all fossil fuel companies to conduct direct emissions 

measurement at the source and site level (in line with the Oil and Gas Methane Partnership 2.0 (OGMP 2.0) 

reporting framework for oil and gas facilities and equivalent standards for coal). New NGER-covered 

facilities should comply from 1 July 2023, and existing facilities should comply within three years of that 

date. 

The International Energy Agency (IEA) and the Intergovernmental Panel on Climate Change (IPCC) have made a 

strong appeal for all countries to take urgent action to reduce methane emissions as one of the most important 

 

 

 

 
 

https://www.theguardian.com/australia-news/2022/jun/08/greenhouse-emissions-from-australias-coalmines-could-be-twice-as-high-as-official-figures-say


 

steps that can be taken to keep 1.5 degrees within reach.  Australia should urgently reduce energy methane 

emissions in line with a science-based emissions reduction trajectory, as called for by the IPCC and IEA.  

 

Recommendations: 

• Integrate into baselines under the Safeguard Rule requirements for accelerated methane reductions as 

follows (collectively referred to as Methane Intensities): 

(c) any new oil and gas Safeguard facilities to not exceed a methane intensity target of 0.2% of marketed 

product from 1 July 2023, and existing facilities to meet that standard within two years – reflecting the 

goal set by the industry-led Oil and Gas Climate Initiative (OGCI). 

(d) any new coal facilities entering the scheme to not exceed emissions intensity of 1 tonne per kilotonne of 

marketed coal from 1 July 2023, and existing facilities to meet that standard within two years. 

Clear incentives should be provided for operators to not exceed Methane Intensities. Due to methane’s high 

greenhouse gas potency, the fact that low-cost technologies already exist for abating methane emissions, and the 

importance of capturing wasted methane for energy savings, SGM facilities should not be allowed to use offsets 

instead of achieving Methane Intensity reductions at their own sites.  

 

Recommendation:  

• For any exceedance of methane emissions above the Methane Intensities, operators should be required to 

pay a methane fee. This should be set at a rate that incentivises the necessary investments to abate methane 

in line with the intensity target. Fee revenue should be used for government methane-tracking 

programmes and research. 

As proposed: The existing production-adjusted (intensity) baseline setting framework would be retained and expanded to cover 

all facilities. A reserve would be built into baseline decline rate calculations to help ensure the 2030 target is met. The reserve 

would hold account for higher-than-expected production growth at new and existing facilities, and trade exposed baseline 

adjustments. 

Building a reserve into the emissions constraint to account for higher-than-expected production growth from new 

entrants, existing facilities and trade-exposed baseline adjustments is a useful buffer that will help avoid blowing 

out the SGM carbon budget and falling short of the 43% emissions reduction target.  However, if there are no 

additional constraints placed on new entrants, there is a good chance that new emissions into the SGM will 

outstrip the reserve. The review set for 2026 will provide an opportunity to re-set, but a better solution is to add 

further restrictions on high emitting new entrants and ensure that facility expansions and extensions are treated as 

new entrants.  



 

As proposed: Baselines for existing facilities would be set using a hybrid model initially weighted towards the use of site-

specific emissions intensity values and transitioning to industry average emissions intensity values by 2030. 

As proposed: From the commencement of Safeguard Mechanism reforms in 2023-24: - all facilities to be on production-

adjusted baselines—reported, calculated and fixed baselines will no longer be available; - all facilities to use published, 

Government-determined production variables. All existing facilities’ site-specific emissions-intensity values would be reset 

using historic data.  Facilities would need to apply for site-specific emissions-intensity values by 30 April 2024, with the 

application accompanied by an audit. The values would be calculated using the middle two values from the four most recent 

years of data (2018-19 to 2021-22). The remaining two years of data would be used to calculate a production-weighted, average 

emissions-intensity value(s) for the facility, noting that any emissions apportioning must be consistent with published 

production variable definitions. 

 

The proposed baseline setting model will require every facility to report the same way (i.e., moving to the same 

definitions of production and with baselines going up or down in line with production). Having a consistent 

framework will be an improvement on the past where facilities largely determined their baseline and took 

advantage of lenient options for setting them ensuring they were virtually impossible to exceed.  

 

However, while production adjusted (intensity) baselines respond to certain concerns (e.g., the need to 

accommodate increased production), it must be noted that they are also an enabler for higher fossil fuel emissions. 

For example, in a scenario where an existing gas facility taps a new gas reserve and brings new emissions into the 

SGM through increased production, there would be no direct penalty whatsoever, but all SGM facilities would 

have to pay a higher price to accommodate higher emissions under the carbon budget cap.  Given the preference 

for production adjusted baselines, we strongly encourage additional measures be applied to new entrants to help 

address this issue -- covered further in this submission.  

 

Further, we urge continued vigilance about reducing headroom as new baselines are set. Under the current plan, 

headroom should largely be removed, but there still may be the potential for SMCs to be generated that do not 

represent any real abatement.  

 

Thirty-five facilities under the SGM have already transitioned to production-adjusted baselines—and the 

headroom for those facilities has increased. For the 10 facilities that transitioned in FY20, aggregate headroom is 

up 1.3 to 1.5 million tonnes and for the 25 that transitioned in FY21, aggregate headroom is up 1.2 million 

tonnes. That is potentially a lot of free SMCs. Some of the newly transitioned facilities reported emissions 45-50% 

below their production-adjusted baselines in 2020/21, meaning they would have enough SMCs to do nothing for a 

decade after one year.  

Resetting baselines based on historic data may deal with this issue, but we encourage caution and a further 

checkpoint to ensure headroom hasn’t been inadvertently left.  There is an easy check for this: The move to 

production-adjusted baselines should not result in a net increase in the SGM’s aggregate baseline—if it does, this is 



 

a good indication that something has gone wrong, and that SMCs could be generated that do not represent real 

abatement.  

On a positive note, the creation of SMCs will provide a useful incentive for facilities to reduce their emissions 

below their baseline. As long as headroom is effectively addressed, they will represent real abatement and have 

integrity. SMCs are not offsets and do not trigger the same concerns that are related to ACCUs (see below for more 

detail on ACF’s concerns/recommendations related to offsets). As such, SMCs should take precedence over ACCUs 

wherever possible, and facilities should be required to use SMCs in advance of ACCUs wherever possible. This 

requirement should be included in SGM regulations.  

 

Recommendations 

• Facilities should be required to use SMCs in advance of ACCUs wherever possible. This requirement 

should be included in SGM regulations.  

• Ensure that SMCs that don’t represent actual abatement are not created by ensuring that headroom is 

removed in the setting of production-adjusted baselines and setting a check point to verify that there has 

not been an increase in the SGM’s aggregate baseline. 

 

As proposed: New facility baselines would be based on international best practice emissions-intensity benchmarks, adapted for 

Australian circumstances. International best practice would also apply at existing Safeguard Mechanism facilities if they begin 

producing new products. New entrant arrangements would commence from 1 July 2023, consistent with broader Safeguard 

reforms. New facility baselines would be subject to an annual decline rate, consistent with baselines for existing facilities. 

New facilities pose significant risks to the SGM, particularly new coal mines and gas facilities. Every new highly 

polluting project that enters the SGM will add to its overall emissions burden and the difficulty of achieving 

Australia’s national emissions reduction targets. This is particularly true for fossil fuel projects. Global expert 

consensus is clear that we cannot open further new coal or gas projects if the world is to have any chance of 

holding harmful warming to 1.5 degrees.6  In addition to putting a safe climate at risk, Australia’s proposed 

pipeline of new coal and gas facilities threaten to bring significant additional emissions into the SGM. This will 

force existing facilities to work harder to ensure aggregate emissions within the SGM stay within its carbon budget.  

Under the proposed settings, the unrestrained use of carbon offsets by new coal and gas projects is also likely to 

increase demand for the limited supply of high integrity offsets, making these offsets more expensive and less 

available for the sectors that truly need them.  

 

 

 

 
6 International Energy Agency (2021), Net zero by 2050 - A roadmap for the global energy sector. Accessed at: 
https://iea.blob.core.windows.net/assets/7ebafc81-74ed-412b-9c60-5cc32c8396e4/NetZeroby2050-
ARoadmapfortheGlobalEnergySector-SummaryforPolicyMakers_CORR.pdf  

https://iea.blob.core.windows.net/assets/7ebafc81-74ed-412b-9c60-5cc32c8396e4/NetZeroby2050-ARoadmapfortheGlobalEnergySector-SummaryforPolicyMakers_CORR.pdf
https://iea.blob.core.windows.net/assets/7ebafc81-74ed-412b-9c60-5cc32c8396e4/NetZeroby2050-ARoadmapfortheGlobalEnergySector-SummaryforPolicyMakers_CORR.pdf


 

For all these reasons, a reformed SGM must regulate new coal and gas projects much more tightly than has initially 

been proposed.  

Currently, the only extra requirement being placed on new entrants is ‘international best practice benchmarks, 

adapted for Australian circumstances.’ These benchmarks are yet undefined, will take time to determine, and raise 

concerns about how ‘Australian circumstances’ will be applied. Theoretically they could represent a higher bar for 

important future-focused industries like steel than for coal or gas where step changes in international best practice 

are more limited. Or they could do the opposite-- we simply don’t know. What we do know is that the risks posed 

by new entrants are significant, and this single measure is not enough.  

Under the proposed settings, new entrants will be given the same baseline decline rate that will be applied to 

existing facilities; they will be allowed unlimited use of ACCUs and SMCs meaning they can avoid reducing their 

pollution and buy offsets or credits instead. New entrants that are trade-exposed (including LNG) are also set to 

have access to government assistance including the new $600 million Safeguard Transformation Stream under the 

Powering the Regions Fund.  

Unless the Safeguard Mechanism is strengthened to apply tighter requirements on new highly polluting fossil fuel 

projects, other facilities will be forced to carry their weight.  Their expansion will limit Australia’s ability to cut 

emissions by more than 43 percent this decade, in line with the scale of action needed to avoid the worst impacts 

of harmful climate change.  

 

Recommendations: 

• Set baselines for new projects at zero to ensure that absolute emissions do not increase under the SGM. 

• Require new entrants to the SGM (i.e., those entering after 1 July 2023) to meet their baselines without the 

use of ACCUs — i.e., using only a combination of best-practice technologies and SMCs for any residual 

emissions that are not abated at source. This would restrict the use of offsets to existing projects and 

facilities. Use of SMCs rather than ACCUs would keep the overall emissions reduction task within the 

Safeguard Mechanism. 

● Require new entrants to first avoid and minimise emissions to ensure that they are as low as possible, and 

then acquire SMCs to address any remaining emissions. This would ensure that new entrants are future-

focused projects that would be equipped to compete in a low carbon economy and would not derail the 

Safeguard Mechanism or Australia’s emissions reduction ambition. 

• Ensure that new coal and gas facilities do not have access to special deals or support intended to help 

existing facilities cut their emissions.  This includes co-investment offered to trade-exposed facilities 

through the Powering the Regions Fund.  

• Ensure that co-investment offered through the Powering the Regions Fund can only be spent on avoiding, 

minimising, and mitigating actual emissions, never spent to reduce “net” emissions by buying offsets or 

for technologies such as carbon capture and storage intended to enable fossil fuel production. 
• Establish a clear definition for new entrants under the SGM that includes: 

o Any new greenfield facilities that do not have an existing baseline allocation 



 

o Any extension or expansion of existing facilities that would result in an increase in GHG emissions, 

either annually or in aggregate over the life of the project.  

o Where the facility processes fossil fuels, include the development or processing of any additional 

reserves, deposits or fields or sources beyond those already under development. 

 

As proposed: Safeguard Mechanism facilities would be able to continue surrendering domestic offsets—in the form of 

ACCUs—to meet their compliance obligations. Unlimited use of offsets has been proposed for both existing facilities under the 

SGM and new entrants.  

The proposed unfettered use of offsets is problematic for reasons set out below. There are many ways in which 

limits could be placed on the use of offsets, and ACF strongly recommends that limits be applied.  

The definition of ‘net zero’ provided in the Safeguard Mechanism Position Paper is “Where emissions are close to 

zero, with any remaining emissions re-absorbed from the atmosphere through additional actions.” The proposed 

use of domestic offsets under the Safeguard Mechanism should be consistent with that definition--including that 

facilities must first get as close to zero as possible.  

In other words, all facilities should be required to apply the globally endorsed hierarchy regarding offset use: 

avoid, minimise, mitigate, then offset as a last resort. Offsets should never be the first order option for emissions 

reduction. If every facility in the SGM were to take full advantage of unlimited offsets, the scheme would risk 

enormous failure to genuinely reduce emissions and would be a missed opportunity to signal new investment in 

clean technologies.  

Modelling recently released by RepuTex has revealed that 74% of emissions reduction under the SGM can easily be 

achieved through on-site measures. This includes low-cost efficiency improvements, fuel switching, electrification, 

and process changes that can play a significant role through to 2030. RepuTex notes that these actions represent an 

immediate, permanent opportunity for industry to reduce emissions.  There is no reason for facilities not to take up 

these opportunities -- except the availability of cheap offsets still in the system.  

The RepuTex modelling makes clear that fugitive methane emissions from coal mines, LNG reservoirs, and 

stationary emissions from alumina refining are exceptions, which will require technological milestones to be 

reached in order for their emissions to be more widely abated. They are much less likely to pursue on-site 

abatement and more likely to seek offsets instead. 

There are substantial problems related to unlimited use of domestic offsets in the proposed SGM reforms. The most 

obvious is that it means emissions can continue to increase under the reformed SGM. It allows new entrants, the 

majority of which will be coal or gas facilities to bring new emissions into the scheme, release them into the 



 

atmosphere and simply buy ACCUs. As shown by RepuTex, ACCU use is the likely scenario for these facilities. If 

ACCUs were guaranteed to be permanent, always of the highest integrity and Australia had unlimited capacity to 

create them, that would make the problem slightly less concerning, but it would not take care of core problems 

outlined below.    

First, it’s a serious concern that any amount of the SGM carbon abatement budget can be met without actual on-site 

emissions reduction. It’s our view that the architecture of the SGM must play a stronger tole in requiring genuine 

emissions reduction--both for the sake of the climate and to provide a strong market signal to unleash investment 

in new technologies, new emissions reduction solutions and improved processes.  

Purely based on the science, one ACCU, particularly a land-based offset, is very unlikely to do the same job as not 

emitting a tonne of greenhouse emissions in the first place. And it carries much more risk.7 

Key concerns related to offsets as an alternative to cutting emissions include:  

• Offsets generated from activities in the land sector are known to be reversible and are particularly 

susceptible to integrity issues, specifically regarding the genuineness of purported emission reductions, 

their additionality, and their permanence. Therefore, using them to offset fossil fuel emissions is risky. 

• Carbon sequestered in forests and soil can be lost back to the atmosphere for several reasons. For forests 

this includes fire, disease, adverse weather events, and damage from wildlife in their early stages of 

growth. For soil, this includes a cessation of sequestration practices, fire, erosion, and dust storms.  

• The ability of land to take up carbon is limited. It is ultimately determined by climate and local soil and 

topographic considerations, is limited to the amount previously depleted by land use and appears likely to 

be reduced as a consequence of climate change.  

• Worsening drought and extreme fire conditions are already affecting forests in Australia and are likely to 

reduce the ability of forests and soil in Australia – and in other parts of the world – to uptake, store and 

hold carbon. Hotter, and drier Australian landscapes will absorb less carbon in trees and soil.  

• Fossil fuel emissions have a very long lifetime in the atmosphere. Each tonne of carbon released into the 

atmosphere is long-lived, with around 40 percent remaining after 100 years, 20-25% remaining after 1,000 

years, and up to 20% after 10,000 years. Land-based offsets do not and cannot guarantee such long-term 

sequestration.8 

 

 

 

 
7 https://climateanalytics.org/media/why_offsets_are_not_a_viable_alternative_to_cutting_emissions.pdf 
 
8 https://climateanalytics.org/media/why_offsets_are_not_a_viable_alternative_to_cutting_emissions.pdf 

https://climateanalytics.org/media/why_offsets_are_not_a_viable_alternative_to_cutting_emissions.pdf
https://climateanalytics.org/media/why_offsets_are_not_a_viable_alternative_to_cutting_emissions.pdf


 

Recommendations: 

To ensure the Safeguard Mechanism sends the right investment signal to industry, the proposed SGM settings 

should be strengthened to include the following: 

▪ Require facilities to demonstrate that practical steps and/or investments have been made to genuinely 

reduce emissions before being able to purchase SMCs or ACCUs to meet their regulated baselines. 

▪ Require facilities to use SMCs to account for any remaining emissions before purchasing ACCUs, given 

their more direct equivalence to the type of emissions produced within the scheme. 

▪ Minimise use of offsets through strict limits to ensure that investments are made to achieve actual 

decarbonisation, and offsets are limited to genuinely hard-to-abate sectors that are essential to Australia’s 

energy transition. We recommend considering a limit like the Clean Energy Act 2011, which applied a 5% 

limit. Alternatively, offset limits could be progressively phased down to a set percentage of a facility’s total 

baseline (e.g., 5%) expressed as a share of their initial baseline and with a short initial grace period to 

enable business planning and investment.  

• Accept that there are exceptional circumstances and as such, offer a higher allowance (e.g., 20%) for 

facilities that are genuinely hard-to-abate; where the cost and availability of SMCs is prohibitive; and/or 

where the facility will otherwise cease to operate.  [We note that the government’s SGM modelling 

assumed 20% of abatement would be met via ACCUs in 2030 so limits in this range have already been 

factored into SGM settings.] 

• Require facilities to prioritise ‘at source’ avoidance and reduction of emissions before offsets can be used. 

Use of offsets should sit within a hierarchy that starts with avoiding, minimising and mitigating emissions, 

then allows offsets as a last resort rather than as the primary means of achieving pollution reduction. 

• As a more flexible measure (not our preferred option) consider applying a penalty provision targeting 

excessive ACCU use over a threshold. Any existing facility that exceeds the ACCU threshold would be 

required pay a levy on each additional offset. All levy payments would need to go into a dedicated fund, 

used only to pay for additional emissions reduction across Australian households and small businesses 

(e.g., energy efficiency, electrification, and other measures that assist transition to zero emission energy).  

• Prevent methane emissions from being offset with ACCUs. 

See further recommendations related to ACCU integrity below.  

Integrity concerns relate to ACCUs add to broader concerns about unlimited use of offsets. The utility of ACCUs 

hinge on the integrity of the offsets. ACCUs must represent real and additional greenhouse gas abatement.  

 

 

 

 
 



 

We are aware of the Chubb review findings and recommendations regarding ACCU integrity. However, in depth 

research and investigations indicate that existing methods still being used to generate ACCUs have integrity 

problems. ACF released findings related to the ‘avoided deforestation’ method, which indicated 1 in 5 ACCUs 

could be ‘junk’.9  The Chubb review recommended that no further projects be registered under the avoided 

deforestation method but did not address the projects already registered that will continue to generate ACCUs 

for many more years. There are 63 existing avoided deforestation projects in this category that are estimated to 

generate around 12 million high risk ACCUs before 2030.10  

 

Independent analysis by The Australian National University (ANU) and the University of New South Wales, 

Canberra (UNSW) Emissions Reduction Fund (ERF) research team suggests there are major problems with the 

offset scheme’s three main methods: landfill gas, avoided deforestation and human-induced regeneration. These 

three methods account for approximately 75% of the ACCUs issued to date.11    

 

According to these researchers, “there is strong evidence that at least 30% of ACCUs issued to landfill gas projects, 

90% of the ACCUs issued to avoided deforestation projects and 90% of the ACCUs issued to human-induced 

regeneration projects are ‘high risk’ (or low integrity) credits, in the sense that they are unlikely to represent 

abatement that is real and/or additional.”12 

 

There are many existing projects under these three methods that will continue to generate ACCUs over the next 

decade, and a large percentage of them are likely to be high risk ACCUs (see Figure below), according to ANU 

researchers13. This is particularly concerning in relation to the SGM because existing projects under these 3 

methods are conservatively estimated to generate over 60 million ACCUs between 2022 and 2030, and there is no 

clear indication - or guarantee -- that they will be fixed to achieve greater integrity. In effect, that means 34% of the 

entire abatement being pursued by the reformed SGM (i.e., 34% of 205 Mt CO2-e) could be covered off with low 

integrity ACCUs that do not represent one tonne of carbon dioxide equivalent (t CO2-e) stored or avoided. 

 

 

 

 

 
9 https://www.acf.org.au/integrity-concerns-around-junk-carbon-credits 
10 https://law.anu.edu.au/sites/all/files/impact_of_low_integrity_accus_on_the_sgm_final_150223.pdf 
11 Clean Energy Regulator (2023) ‘Emissions Reduction Fund project register’. Commonwealth of Australia, Canberra. Available 
at: https://www.cleanenergyregulator.gov.au/ERF/project-and-contracts-registers/project-register (18 January 2023). 
12 Implications of the Independent Review of Australian Carbon Credit Units (ACCUs) and low integrity ACCUs for Australia’s 

Safeguard Mechanism 

13 https://law.anu.edu.au/sites/all/files/impact_of_low_integrity_accus_on_the_sgm_final_150223.pdf 

 

https://www.acf.org.au/integrity-concerns-around-junk-carbon-credits
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https://law.anu.edu.au/sites/all/files/impact_of_low_integrity_accus_on_the_sgm_final_150223.pdf


 

 
 

Recommendations: 

• For the SGM to have integrity, all ACCUs surrendered to acquit obligations under the SGM must have 

integrity. In addition to full implementation of the Chubb review recommendations, ACF recommends 

that actions be taken to address the risk that over 60 million low integrity ACCUs could be generated from 

human induced regeneration, avoided deforestation and landfill gas methods before 2030. The following 

recommendations by ANU researchers are supported by ACF::14  

o Require greater disclosure: Require facilities covered by the SGM to disclose the provenance of 

the ACCUs they use to meet their liabilities. In particular, the Emissions Reduction Fund project 

number should be required for all ACCUs surrendered. We encourage this to be done through 

changes to the NGER Act under annual reporting requirements. 

 

 

 

 
14 Implications of the Independent Review of Australian Carbon Credit Units (ACCUs) and low integrity ACCUs for Australia’s 

Safeguard Mechanism 
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o Qualitative restrictions. Prohibit facilities that are covered by the SGM from meeting their 

liabilities using ACCUs from existing projects registered under the HIR, landfill gas, or avoided 

deforestation methods. The following exceptions should be applied: 

▪ Existing landfill gas projects that are flaring-only (i.e., do not destroy methane using an 

electricity generator). 

▪ Landfill gas projects involving the use of electricity generators, provided the baseline for 

the project exceeds 45% of the gas combusted at the facility. 

▪ Existing HIR projects if they have transitioned onto a new method that limits eligibility to 

forest areas that have previously been comprehensively cleared and where pre-existing 

mature trees and shrubs are required to be excluded from the areas that are credited.  

▪ Plantation projects involving either the establishment of new plantations on land that was 

previously used for other non-forest purposes or the conversion of short-rotation 

plantations to long-rotations, provided they have 100-year permanence periods.  

o Make ERF carbon offset scheme changes that include the following:  

▪ Guarantee transparency. Ensure the panel’s recommendations for greater transparency 

are fully implemented by including requirements in the CFI Act that mandate the 

disclosure of offset reports, audit reports, carbon estimation areas, any data submitted to 

evidence compliance with eligibility requirements and all data relied on by the Carbon 

Abatement Integrity Committee in evaluating and endorsing methods.  

▪ Mandatory transitions from low integrity methods. Amend the CFI Act to allow projects 

to be removed from low integrity methods prior to the completion of their crediting 

period. At present, once projects are registered, they are allowed to stay on a method until 

the end of their crediting period, regardless of whether the method is subsequently found 

to have integrity flaws. The crediting periods range between 7 and 25 years. This means 

that projects can knowingly receive low integrity ACCUs for several decades. This reform 

would address this issue by ensuring the Minister has the power to force proponents off 

methods that are found to have integrity problems. 

▪ Access to justice. Amend the Carbon Credits (Carbon Farming Initiative) Act (CFI Act) to 

include open standing provisions to allow third parties to seek judicial review of 

administrative decisions made under the Act and to seek injunctions to restrain breaches 

of the Act.  

International offsets are not proposed to be part of the initial reforms. The Government may consider allowing access to high 

integrity international offsets at some future time and will consult in 2023 on the possibility of establishing the legislative 

framework for international units. 

ACF welcomes the fact that international offsets will not be part of the initial SGM reforms but remains concerned 

about the potential inclusion of international offsets in the near-term. Initiating a consultation in 2023 to set up the 

framework for their use, seems too early given that global efforts to solve the many problems connected to 

international offsets remain unfinished, and high integrity cannot be assured. Many industry submissions have 



 

acknowledged that Article 6 of the Paris Agreement has not yet been finalised, and international offsets cannot be 

relied upon.  

Further, there are good reasons to support domestic projects for offsets that are genuinely needed. Key markets, 

such as the European Union Emissions Trading Scheme (EU ETS) have banned international offsets for reasons 

including to prioritise domestic decarbonisation and to capture the benefits of a low-carbon economy. Domestic 

offsets, allowed where needed, also provide the opportunity to pursue biodiversity benefits and nature protection 

outcomes. These nature-based benefits should be actively pursued and connected to Australia’s carbon market as 

soon as possible.  

 

Recommendations: 

• The SGM reform should proceed as proposed, without international offsets.  

• The government should focus on ensuring high integrity domestic offsets and pursuing biodiversity and 

nature protection outcomes from domestic offsets rather than turning attention to policy infrastructure for 

international offsets. International offsets are not needed and still lack integrity assurance. The question of 

whether to include international offsets in the future should be placed on hold, at least until the SGM’s 

initial review in 2025-26.  

As proposed: Unlimited banking of SMCs would be allowed to 2030. In other words, SMCs could be used for Safeguard 

compliance in any year to 2030, irrespective of when they are issued. Borrowing of up to 10 per cent of the baseline each year 

would be allowed to 2030, with a 10 per cent interest rate applied in the year after borrowing occurs. Banking of SMCs is 

proposed to be unlimited. The 2026-27 Safeguard Mechanism review will consider post-2030 arrangements for banking and 

borrowing. 

ACF is concerned about unlimited banking of SMCs, at least until there is certainty that all headroom has been 

removed, and each SMC represents a genuine tonne of abatement.  We also have concerns that in early years SMCs 

could be in relatively short supply while the investments required to generate them are still being implemented.  

ACF has recommended that new entrants be allocated a zero baseline and be required to acquit any emissions after 

avoiding, minimising, and mitigating with SMCs. Unlimited banking would allow stockpiling of SMCs for use 

later and remove them from the available supply.  

Borrowing up to 10% of the facility baseline each year with a 10% interest rate is an improvement on previous 

borrowing provisions -- and although ACF’s position is that borrowing allows in some cases unnecessary delay in 

emissions reduction investments, we support the inclusion of an interest rate and the inclusion of a borrowing 

limit.  

Recommendations: 



 

• Place a reasonable limit on banking of SMCs to avoid stockpiling, particularly in early years - i.e., until the 

first SGM review in 2026 and until a sufficient pipeline of SMCs is assured.  

• Maintain the proposed 10% interest rate, at a minimum, and 10% limit on borrowing.  

As proposed: Five-year multi-year monitoring periods (up to 2030) would be available where a facility has exceeded its baseline 

due to a lack of available technology, but has a firm and credible plan in place to reduce cumulative emissions before the end of 

the five year period. 

 

The multi-year monitoring (MYM) provision has improved with the requirement for a firm and credible plan to 

reduce cumulative emissions before the end of the five-year period. However, the 3-year previous MYM period has 

been extended to 5 years, and that effectively allows a five-year delay in emissions reduction.  

 

If limited to instances in which emerging technology is genuinely in the pipeline, and a guarantee is in place that 

cumulative emissions will be decreased as required, the risk of MYMP being abused is significantly lowered.   

 

However, we urge caution based on historical performance. ACF data shows that ~38% of facilities in MYMPs 

increased emissions over the monitoring period. In these cases, they changed their baselines while in MYM. 

Fortunately, that option should no longer be available. The 4.9% decline rate that will be applied to all facilities will 

be key to holding facilities accountable under the MYM measure. That decline rate will require their emissions to 

be reduced by almost 35% by 2030 - and facilities to demonstrate that they will achieve that requirement. Some 

facilities that ACF has examined in detail will not be able to achieve that level of reduction even under maximum 

deployment of mitigation technology. We therefore would be concerned about the amount of ACCUs that could be 

used to meet the 5-year requirement.  

 

Recommendation:  

• Use of ACCUs should be limited as part of the ‘firm and credible plan’ to reduce cumulative emissions 

that facilities will need to provide to receive a multi-year monitoring period.  

As proposed: A cost containment measure would make Government-held ACCUs available at $75 per tonne of CO2-e in 2023-

24, increasing with the CPI plus 2 per cent each year. 

 

Making Government-held ACCUs available at a set price that will increase with CPI plus 2% will give businesses 

price certainty and we support commitment that funds will be used for decarbonisation efforts.  

 

However, adding a cost containment measure, particularly if set too low, could dampen the influence of the market 

(i.e., higher ACCU prices) on driving onsite emissions reduction. We hold concerns that the starting point of $75 

per tonne from 2023 is lower than some companies already use in their internal carbon pricing calculations. 



 

Woodside for example applies a US$80 cost. A further risk of a cost containment measure with an unnecessarily 

low containment price is that the public purse picks up the difference between the containment price and the 

market price.  

 

Recommendations: 

• ACF recommends a higher cost containment starting point, consistent with what is already being applied 

by industry (i.e., AUD $80-$100 per tonne increasing with CPI and 2% per year). ACF also recommends 

avoiding a situation in which the cap is implemented through the government buying offsets and selling 

them at a loss, which would effectively mean ordinary Australians would be supplementing the cost 

containment measure for Australia’s biggest polluters, many of which are making extraordinary profits 

and sending them overseas.  

Two categories of facilities would be given access to tailored treatment to manage competitiveness and carbon leakage risks: - 

Trade Exposed facilities, which will include all facilities undertaking a trade exposed activity; - Trade Exposed Baseline 

Adjusted facilities, which are a subset of trade-exposed facilities facing an elevated risk of carbon leakage. 

Trade Exposed facilities and Trade Exposed Baseline Adjusted facilities will have access to an initial, dedicated $600 million 

Safeguard Transformation Stream of the PRF; and all Safeguard Mechanism facilities will have preferential treatment for 

access to other PRF streams, where they are eligible, such as through additional weighting in the criteria for assessment. Trade 

Exposed Baseline Adjusted facilities would be eligible to apply to the Clean Energy Regulator for a discounted decline rate set 

based on a scheme impact. The minimum decline rate would be two per cent each year. 

ACF welcomes the dedicated Safeguard Transformation Stream of the Powering the Regions Fund. As noted in our 

previous SGM submission, we support assistance to trade exposed facilities being provided outside of the SGM so 

that it does not reduce the SGM’s emissions reduction ambition. As proposed, the impact of reduced baselines for 

Trade Exposed Baseline Adjusted facilities has been calculated into the reserve, and that has broadly addressed this 

concern.  

However, we recommend that assistance be restricted to supporting future-focused business transformation that 

will result in genuine process and/or technology improvements for industries important to a zero-carbon future, as 

opposed to buying offsets or supporting technologies meant to prolong the fossil fuel industry such as carbon 

capture and storage applied to the coal or gas sector. 

The Safeguard Transformation Stream within the Fund should explicitly state that it is not available to new fossil 

fuel projects. Its defined purpose is to support decarbonisation activities of emissions-intensive trade-exposed 



 

facilities and it should therefore focus its support on critical industries needed for decarbonising domestic and 

global economies - not fossil fuel facilities which are adding more fuel to the fire. 

The Trade Exposed Baseline Adjusted status, which allows for a significantly reduced baseline decline rate for 

those that meet requirements, should only apply for the three-year window that has been indicated. After that 

time, unless the facility can successfully re-apply the facility’s Emissions Reduction Contribution should revert to 

the default ERC.  

The criteria around trade-protection should include consideration of climate and related trade measures in other 

relevant jurisdictions to fully access what genuinely requires shielding.   

Recommendations: 

• We recommend that all assistance provided to facilities through the Powering the Regions Fund be used to 

support critical industries needed for decarbonising domestic and global economies and that these funds 

be used to invest in genuine process and/or technology changes.  

• No public funds including the Powering the Regions Fund should be spent on purchasing offsets or 

pursuing technologies which have failed to demonstrate a clear emissions reduction benefit despite large 

amounts of prior funding. This would include carbon capture and storage technologies in the fossil fuel 

sector.  

• The Safeguard Transformation Stream should explicitly state that it is not available to new fossil fuel 

projects, which fuel climate change and do not meet the criteria noted above.   

• Criteria for trade exposure should include what is occurring in other relevant jurisdictions to assess what 

genuinely requires shielding.  

The Government recognises strong stakeholder interest in an Australian Carbon Border Adjustment Mechanism 

(CBAM), as well as design and implementation challenges, and will undertake a review commencing in 2023 to 

explore policy options to further address carbon leakage. 

 

Recommendation:  

• ACF supports the proposal to explore additional policy options and recommends that the government 

proceed with a 2023 review that will explore policy options to address carbon leakage including an 

Australian CBAM.  

As proposed, in general, a uniform, 4.9 per cent decline rate would apply to Safeguard Mechanism baselines each year to 2029-

30. This delivers an estimated 205 million tonnes of abatement and is calibrated to meet the 1,233 Mt CO2-e emissions budget 

and 100 Mt CO2-e 2030 point target. Decline rates for 2030-31 to 2034-35 would be the subject of consultation in 2026-27 

following Australia’s required NDC update in 2025, and made by 1 July 2027. 



 

ACF supports the plan to incorporate a review and consultation into the SGM prior to 2030 to ensure that 

emissions reduction is on track to meet the 2030 target and to make any required adjustments to baseline decline 

rates or other settings. However, there are benefits in moving it forward to create additional time for adjustment. 

The review also provides an opportunity to assess how other aspects of the SGM are tracking.  

 

Recommendations:  

• ACF recommends that the review be moved up to 2025-26.    

• ACF recommends adding a check on how facilities are meeting their emissions obligations to the SGM 

review. That should include a full accounting of the use and supply of SMCs and ACCUs and the level of 

on-site emissions reduction undertaken to meet SGM obligations. This should be publicly reported, and 

tabled in Parliament.   

 

As proposed: The civil penalty will be updated so that it is more expensive than the cost of compliance. This will include one 

penalty unit per tonne of excess emissions per year and infringements at one-third of the maximum civil penalty to a max of 

150,000 penalty units.  

• ACF strongly supports the proposed strengthening of civil penalties and recommends that these 

provisions be fully implemented.  

As proposed: Anti-avoidance measures would be introduced to prevent a business from defining, or redefining, a facility with 

the intention of avoiding Safeguard Mechanism obligations. 

ACF strongly supports proposed anti-avoidance measures and welcomes their inclusion in the SGM reforms. We 

provide a recommendation for expanding the measures below. 

 

Recommendations: 

• ACF recommends expansion of the anti-avoidance measures to make clear that extraction facilities are 

separate from processing facilities in all instances even when owned by the same company.  This anti-

avoidance measure would assist in ensuring that new extraction facilities are treated as new entrants to 

the SGM and therefore unable to avoid international best practice baselines, and any other requirements 

placed on new entrants. The emissions test for implementation of this measure would be applied at the 

processing facility where the actual increase in emissions would occur.  For new coal or gas, it would be 

applied when there is any new coal or gas from any deposits beyond those already in production, even if 

processed in the same facility. This measure could also be progressed through the SGM Crediting bill and 



 

should be accompanied by a clear definition for new entrants under the SGM, as recommended above 

under setting baselines for new facilities. 

• As stated in ACF’s submission on the SGM Crediting Bill, we recommend an update that would remove 

some of the discretion assigned to the Regulator in enforcing the anti-avoidance provision. This would be 

greatly assisted by the establishment of clearer criteria for declaring an enterprise a facility, and hence 

removing the opportunity to define a facility in a way that avoids regulation.  

 


