Emissions Reduction Fund
The objective of the Emissions Reduction Fund (ERF) is to help Australia meet its emissions reduction target of
five percent below 2000 levels by 2020.
The ERF will provide incentives for emissions reduction activities across the Australian economy. It is the
centrepiece of the Federal Government's Direct Action Plan and will operate alongside existing programmes such
as the Renewable Energy Target and energy efficiency standards on appliances, equipment and buildings.
Through the ERF the Government will purchase lowest cost abatement (in the form of Australian carbon credit
units) from a wide range of sources, providing an incentive to businesses, households and landowners to
proactively reduce their emissions.
On 25 June 2014 the Federal Parliament passed the Carbon Farming Initiative Amendment Bill 2014 to expand
the Carbon Credits (Carbon Farming Initiative) Act 2011, so as to implement the ERF.
The Clean Energy Regulator will administer the Emissions Reduction Fund.

How does it work?
Essentially, there is a six step process to participation:
1) Project registration - apply to the Clean Energy Regulator to register a project as part of the ERF. In doing so,
applicants should estimate the volume of abatement. The Clean Energy Regulator must be satisfied that, among
other things, the project meets “additionality” requirements, is consistent with an applicable method and the
applicant is a fit and proper person. A registered project is eligible to receive Australian carbon credit units
(ACCUs).
2) Auction qualification process - Only registered projects can participate in the auction qualification process.
Project owners will need to submit information to the Clean Energy Regulator that sets out an estimate of
emissions reductions to be delivered by their project, demonstrates the project’s commercial readiness and their
capacity to carry out the project. A due diligence process will be performed. A project owner must also agree to
enter into a standardised contract with the Commonwealth, and provide a total quantity and delivery schedule of
abatement (as represented by ACCUs ) to be bid into the auction.
3) Auction participation - Auctions will be decided on price only. Assessments of the project will take place prior
to auction.
4) Contracting - If successful the project owner will enter into a contract to deliver the agreed quantity of ACCUs
for payment at the price bid at auction. The Clean Energy Regulator will use a standardised ‘Carbon Abatement
Contract’ to contract with successful bidders (to ensure reduced transaction costs, increased transparency and
that projects compete for funding at auctions on equal terms).
5) Reporting and auditing - Project owners will need to submit regular reports including their emissions
reductions. The Clean Energy Regulator will use a risk-based approach to determine the level of assurance,
frequency and scope of audits required for a project or type of project. Project owners will receive one ACCU for
each tonne of abatement achieved by their project.

6) Delivery - Project owners who have a contract with the Clean Energy Regulator will deliver ACCUs according to the
schedule in their contract and will then be paid at the price set out in the contract.
The purchasing process will follow these simple steps:


bidders will submit a price per tonne of abatement for the project into the auction process



the Clean Energy Regulator will select projects with the lowest cost per tonne, and



the Clean Energy Regulator will enter into a contract with the successful participant to purchase emissions
reductions at their bid price.

The price per tonne of abatement bid at an auction will determine whether the project is competitive at the bidding
stage and whether it is successful in obtaining a contract with the Commonwealth.
The ERF requires that for a project to be eligible to participate, it must (unless the methodology determination
covering the project specifies otherwise) meet the following ‘additionality’ requirements:


not have begun to be implemented before it has been registered (the “newness” requirement),



not be required to be carried out under a Commonwealth, state or territory (the regulatory requirement), and



not be likely to be carried out under another Commonwealth, state or territory government programme in the
absence of registration under the ERF (the “government program” requirement).

Who Does What?
The Clean Energy Regulator will be responsible for key administrative tasks under the ERF including:


registering projects



running auctions



managing contracts



issuing Australian carbon credit units on achievement of emissions reductions.

The Department of the Environment has developed methods for businesses to use to estimate emission reductions.
These are extremely important as a project must use an approved methodology to calculate abatements.
The Department of Agriculture funds innovative research and on-farm trials of land sector emissions reduction and
carbon storage opportunities that also seek to enhance productivity and sustainability. AusIndustry can provide advice on project development and energy efficiency and other emissions reduction opportunities.

More Information
A majority of this information has been taken from the Clean Energy Regulator’s Website.
You can access more information regarding the ERF at:


Department of the Environment - http://www.environment.gov.au/climate-change/emissions-reduction-fund



Clean Energy Regulator - http://www.cleanenergyregulator.gov.au/About-us/Pages/default.aspx
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