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EXECUTIVE
SUMMARY

What we evaluate

he Climate Action Tracker (CAT) provides infor-
mation to help answer the question:

“Will current — and pledged — international climate
action be enough to limit the negative effects of
climate change by holding long term global tem-
perature increase below 2°C"?

The CAT compares and assesses national and glob-
al action against a range of different climate tar-
gets across all relevant time frames, starting with
an ongoing analysis of countries’ current emission
reduction pledges'.

This report assesses Australia’s climate policies and
is the first of a series of country analyses address-
ing the following questions:

» Are policies implemented to meet the country’s
own targets and which approach the targets re-
quired for a global 2°C or lower (1.5°C) pathway
in 20207

» Doimplemented policies lead towards a low car-
bon future in 2050?

While our focus is on domestic action, we acknowl-
edge that international targets and pledges are
often contingent on international mechanisms - in-
ternational trading of carbon units for developed
countries and international financial support for
developing countries.

As with the broader Climate Action Tracker project,
the CAT Country Assessments track progress in ele-
ments that contribute to the global efforts to hold
warming below 2°C above pre-industrial tempera-
tures.
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Australia’s Clean Energy Future Package
makes break with the past

Australia has long been regarded as lagging behind
the rest of the world in terms of implementing
climate policies. Although it does have in place a
number of policies established over the last de-
cade, these have not had a significant effect on the
trajectory of greenhouse gas emissions growth.

Due to the special provisions of the Kyoto Proto-
col's Article 3.7, Australia was able to account for
the reduction in its deforestation emissions that
occurred in the early 1990s without significantly
slowing the growth of greenhouse gas emissions
from the energy and other industrial sectors. Aus-
tralia is therefore well within reach of meeting its
Kyoto target for the period 2008 to 2012, taking
into account energy and industrial greenhouse gas
emissions?, afforestation, reforestation and defor-
estation emissions and removals.

The passage of the 18 Acts that form the Clean En-
ergy Future Legislative Package through the House
of Representatives on October 18, 2011 and the
Senate on November 8 is a ground breaking de-
velopment that we estimate is likely to change the
trend of emissions in a positive direction. This leg-
islation establishes a framework for significant and
long-lasting emission reductions.

The Clean Energy Future Plan has the potential to
become the cornerstone instrument for low carbon
development in Australia - but requires substantial
enhancement. The policies differ significantly in
stringency and do not completely cover some ar-
eas that could potentially have a large impact on
emissions.

With very high per capita emissions and a rising
population, Australia’s starting point is difficult —
and shows that the longer a country delays strong
policies, the more difficult it will be.

" Results are published and constantly updated under www.climateactiontracker.org.

2 This refers to sources of greenhouse emissions listed in Annex A to the Kyoto Protocol (http://unfccc.int/resource/docs/convkp/kpeng.html), principally carbon
dioxide from fossil fuel combustion and other greenhouse gases from this source, industrial and agricultural activities. This does not include greenhouse gas emis-
sions and or removal from land use, land use change and forestry (LULUCF) activities.

4



We recognise that the threat by Australia’s Leader
of the Opposition to withdraw the current efforts
does create uncertainty for investment and de-
creases effectiveness of the instrument. However,
we have evaluated the impact of policies under the
assumption that the currently implemented mea-
sures and efforts continue at the present level, in-
dependent of possible changes in the administra-
tion.

Given the dynamic nature of policy development
and implementation, the analysis in this report
must be seen only as a snapshot.

How does current policy compare to a
long-term low-carbon future?

Prior to the adoption of the Clean Energy Future
plan, there was insufficient policy effort to signifi-
cantly change the upward trajectory of emissions
(Figure A). Australia was lagging behind the Eu-
ropean Union, Japan, Norway and other industri-
alised countries, and behind the policy frameworks
that China has putin place.

The comprehensive Clean Energy Future Plan de-
fines a legislated strategy that, if fully implement-
ed, would almost reach the 5% reduction from
2000 levels by 2020 ‘unconditional’ target through
domestic action. The Clean Energy Future Plan in-
volves deep and far-reaching policy changes:
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Carbon price - The centrepiece of the strategy is
the introduction of a carbon price for the big-
gest polluters. It is scheduled to start on 1 July
2012 with a fixed price, moving to an emissions
trading system (ETS) in 2015.

Renewable energy - The Renewable Energy Tar-
get of 20% share of renewable electricity pro-
duction was reaffirmed.

The new Australian Renewable Energy Agency
will support activities and administer a AS 3.2
billion budget to promote renewable energy.

A new ‘Clean Energy Finance Corporation’ will
be set up to enhance private investment in ef-
ficiency and renewable energy technology.

Energy efficiency - Energy efficiency efforts by
households, industry and the electricity sector
will be affected by the carbon price. Additional
support will be provided through the ‘Low Car-
bon Communities’ program and an energy sav-
ings initiative.

Closure of 2000 MW of highly polluting coal-
fired electricity production plants will improve
efficiency of the energy sector.

Land use - Agriculture and forestry are not subject
to the carbon price. The ‘Carbon Farming Initia-
tive’ will instead allow farmers and land manag-
ers to create Kyoto-compliant credits from activ-
ities to reduce emissions or to increase carbon
storage.

Figure A
Emissions and emission reductions (excl. LULUCF) for
‘Policies including Clean Energy Future’ up to 2030
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Table A

We have scored how well Australia is doing in the
various sectors and policy areas, as seen in the Ta-
ble A below. We rate policies in each area against a
predefined low carbon policy package that would
be needed to be on a pathway towards 2°C.

Rating against the low carbon policy package?

Climate Action Tracker Australia

As can be seen from Table A, highlights in Austra-
lia's current policy compared to the low carbon pol-
icy package are its general climate strategy (rated
B) and it support for renewables in electricity gen-
eration (rated A).

6

Changing activity Energy efficiency Renewables Low carbon Other
General
Energy E A LC F REN G
supply
G F < F REN GQ F
Industry
F E No score
Buildings
F F E G
Transport
Agri-
culture/ E
Forestry

Scoring matrix

Rating Interpretation
>=
0 G No or very limited policies
0.57 F Few policies, ambition level low
1.14 E Some policies with medium ambition level
1.71 Comprehensive package or good ambition level for a wide
range of policies
2.29 Comprehensive policy package, ambition level good
2.86 Pathway is set, minor improvements required
3.43 A Consistent with low carbon development

3 Size of the symbols indicate importance (mitigation potential), letter indicates stringency compared to low carbon policy package (A= emission development
consistent with a global path towards 2°C with or without external support, G=no or very limited policies). The low carbon policy package has two alternatives.
One version suggests using carbon capture and storage (CCS) as well a nuclear energy (left score under “low carbon”), the other sees CCS and nuclear energy as a

barrier to renewable energy (right score under “low carbon”).



Australia’s binding target of 80% reduction by
2050 provides guidance on the intended long-term
trajectory, which is in line with our low carbon vi-
sion. The Renewable Energy scheme with a target
of 20% in 2020 is likely to be achieved due to high
penalties for participating parties if they don’'t com-
ply. Further highlights are presented in Table B.

There are policy areas that the Government has
covered inadequately, e.g. energy efficiency in
transport or non-energy emissions in industry,
both with significant emission reduction potential
but both rated F.

Australia has not yet implemented emissions stan-
dards for light vehicles - and the levels it is propos-
ing are too low and would be introduced too late.
There are very limited incentives for efficiency im-
provements for heavy vehicles apart from some
information programmes.

Efforts to reduce methane from mining would only
stabilise those emissions, not reduce them. Further
gaps between the low carbon policy package and
the policies of Australia are provided in Table C.

Weidentified further policies and actions that could
contribute substantially to increasing greenhouse
gas emission (GHG) reductions. They include:

Climate Action Tracker Australia

Climate strategy

» Australia could agree on the more ambitious
end of its short-term targets for 2020 (e.g. 25%
below 2000) to be better prepared to reach its
2050 target of -80%. While the legislation puts
the appropriate instruments in place to achieve
the necessary change, it is only a first step to
meet the 5% target. Its long-term effectiveness
will depend on the ability of successive Govern-
ments to increase stringency and coverage of
the instruments over time.

» Australia could decide not to include deforesta-
tion emissions in their base year for their inter-
national pledge (2000) whilst maintaining the
same target. This would increase the level of
effort required to meet their target and reduce
the allowed energy and industrial greenhouse
gas emissions in 2020.

Electricity supply

7

» Given the vast renewable resources available
in Australia, the government could give signifi-
cantly more support to renewable energy, in
particular in industry, buildings and transport
with deeper targets for 2020 and 2030. Addi-
tional incentives to those already introduced
could help development in such direction. The
Clean Future Energy Plan only provides limited
additional incentives for renewable energy.

» Changing a centralised distribution structure to
a decentralised and smart grid oriented system
is necessary to ensure a fast deployment of re-
newable energy. When considering large-scale
geothermal and solar thermal generation in re-
mote areas, high voltage direct current (HVDC)
transmission line technology would be particu-
larly necessary.



Industry
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Transport

8

wd

» Energy efficiency in industry and electricity

generation could be further stimulated by a na-
tional white certificate scheme, which is already
in planning but it's unclear if it will be imple-
mented. Some states have introduced similar
schemes, so there is already significant experi-
ence to draw on.

» Additional financial support for research in

methane-capturing technologies in the mining
sector would lead to more emission reductions.
Waste emissions could also be targeted with
policies that increase recycling rates to avoid
landfilling and methane capturing at landfill
sites.

Buildings

f

» More attention needs to be given to activities

in non-residential buildings. This includes incen-
tive schemes that could also cover commercial
buildings, as well as the inclusion of commercial
equipment in performance standards. Overall
performance standards for appliances could be
increased and a system for regular revision and
update (e.g. Top-runner approach) implement-
ed.

Incentives for energy- related retrofit could be
improved and implemented at national level.

» The inclusion of heavy transport in the carbon

price mechanism is already envisioned by the
Government, but still requires a final decision
and implementation.

» The Government is considering the implemen-

tation of light vehicle GHG emission standards
in 2015. The envisaged standard could already
start as early as 2012, which would allow a swift-
er uptake of more efficient vehicles. The system
could be further improved with an inbuilt sys-
tem of review and improvement over time.
Massive infrastructure investment in urban pub-
lic transport, bike and pedestrian infrastructure
and rail infrastructure would be required to en-
sure a long term transition to low carbon trans-
port modes.

Agriculture and forestry

» Australia could take further action to ensure

that deforestation emissions are reduced by ad-
dressing land clearing emissions in urban areas,
addressing illegal deforestation by providing
incentives to land holders and stop old growth
forest clearing.

» Australia could move to stop old growth forest

logging (e.g. in Tasmania) as these forest sys-
tems are significant carbon stores.

» Australia could further enhance agriculture poli-

cies to promote sustainable land management
through good farm and rangeland management.



Table B
Highlights of Australian policy

Changing activity

Energy efficiency

Renewables

Climate Action Tracker Australia 9

Low carbon

Other

General

» The binding target of 80% by 2050 is in line with low carbon vision.
» Clean Energy Finance Cooperation with a budget of AS$ 10 billion will invest in businesses seeking for funding of innovative clean energy and technologies.

= Y]

Electricity
supply

» Generator Efficiency Standards
which set efficiency standards
for new entrants

» The Clean Energy Investment
plan for generators receiving
free permit in the ETS

» The Renewable Energy scheme
with a target of 20% in 2020,
including a strict implementa-
tion with high penalties for
participating parties

» Carbon price mechanism will
stop the new construction of
coal power plants. Gas will be
used in future

Closure of 2000 MW brown coal
power plants and replacement
by highly efficient gas power
plants

v

Industry

» Energy Efficiency Opportunity
Program (EEOP) - an energy
efficiency audit scheme

» The carbon price mechanism

v

The AS 200 million Clean Tech-
nology Innovation Program,
which is foreseen to support
R&D for renewable energy,
low pollution technology and
energy efficiency in industry
The carbon price mechanism

v

» Clean Energy Initiative: AS 1.7
billion for CCS in Industry, fund-
ing to support construction and
demonstration of large-scale
integrated carbon capture and
storage projects in Australia

» the Carbon Price mechanism
will fully cover CH,, N,O and
PCF as well as emissions from
landfill

» HFCs and SF, will be covered
by a tax

» carbon farming initiative cover-
ing landfill before 2012

Buildings

>

The National Urban Policy
analyses major cities and the
population strategy. Strategic
plans are to be in place from 1
January 2012

» Several programmes for energy
efficiency improvements as
Equipment Energy Efficiency
Programme, Phase-out inef-
ficient lighting, High Efficiency
Strategy for Heating, ventilation
and air condition, the National
energy savings initiative, with a
focus on households

Phase-out of GHG-intensive
water heaters, Rebates for
residential buildings in many
states to support the exchange
of water heating systems
Building Code of Australia
(BCA), the Low Carbon Com-
munities programme and Tax
Breaks for Green Buildings
programme.

v

v

Phase-out of GHG-intensive
water heaters also supports
renewable water heaters.

» Renewable Energy Bonus
Scheme - Solar Hot Water
Rebate (REBS)

» National Solar Schools Pro-

gramme

v

No relevance for Australia.

Transport

v

TravelSmart initiative in WA pro-
vides a good concept in directly
working with communities to
address travel behaviour (both
activity and efficiency)

» Mandatory bioethanol (10%)
and biodiesel (2%) quotas in
NSW

Agriculture/

Foresty

v

v

Insufficient measures to pro-
mote sustainable consumption
Implement consistent land use
strategy on a national level

» Increase non-offsetting activi-
ties in the sector

» Provide intensive complemen-
tary activities to ensure uptake
of farmers and landowners,
e.g. information dissemination,
training, research and develop-
ment




Table C
Gaps in policies compared to the low carbon vision

Changing activity

Energy efficiency

Renewables
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Low carbon

10

Other

General

» Ambitious binding greenhouse gas reduction target, consistent with major effort-sharing approaches (-80% to -95% by 2050 for developed countries)
» Comprehensive and consistent long term strategy beyond 2020

= Y]

» Active support for CHP
» Enhancement of grid develop-

» While the rating is high, there is
a risk of failure of the target in

» Policies, financing mechanisms
and strategies that support the

_.n? ment and further efforts to case of no or low incentives to increasing use of CCS for coal
E > reduce distribution losses improve grid access for Renew- and biomass
o -4 » Removing subsidies able Energies
K] g- » The deployment of REN should
w wn be more differentiated
o " No policies in place to support ~ » No mandatory implementation  » No direct support for renew- » Low support for coal, gas, bio- » No absolute reductionin CH,
d = increasing material efficiency, of identified measures in EEOP able energy mass and process emissions CCS from mining. These emissions
g long product lifetime » Tax too low for stimulating » No framework for sustainable are covered by policy but due
o energy efficiency biomass import to rapid expansion will only be
c stabilised
» Implementation of strategic » No or very low support for » Incentives for renewables
ﬁ plans and embedding of climate energy efficient retrofitting. are mainly for hot water. No
as a core element in urban » Buildings must fulfil the energy coverage of all technologies
planning performance requirements ac- (e.g. heating systems) and no
7} cording to 6 stars, but the path national coverage.
E’ to 10 star buildings (nearly zero
§ energy) is not defined.
'S » The non-residential sector is not
2] covered by all measures.
» Insufficient infrastructure » Carbon emission standards for ~ » Strengthen incentives at » Incentives for low carbon
‘ investment and incentives light vehicles under discussion national scale, especially for technologies are very limited
to promote non-motorised are not yet implemented, below transport sectors that are not and need to be strengthened to
transport. required levels and too late covered by the carbon price facilitate the required increase
Y » Insufficient investment in public » Very limited incentives for » Implement a framework that » There are currently no
g_ transport infrastructure and efficiency improvements for ensures sustainability and ef- measures in place to promote
g services heavy vehicles apart from some fective carbon reductions from electric mobility
@ > low fuel prices provide little in- information programs biofuels
= centive for behavioural change

Agriculture/

Foresty

v

Insufficient measures to pro-
mote sustainable consumption
Implement consistent land use
strategy on a national level

v

» Increase non-offsetting activi-
ties in the sector

» Provide intensive complemen-
tary activities to ensure uptake
of farmers and landowners,
e.g. information dissemination,
training, research and develop-
ment




Analysing energy intensity
and carbon intensity

Development of the energy intensity (energy use
per GDP) - and carbon intensity (emissions per unit
of energy) are important factors in evaluating a
country’s progress towards a low carbon economy.

Australian energy intensity has been steadily de-
creasing over the past 20 years. However, BAU
projections indicate a slowing down of this trend.
Policies implemented, specifically the renewables
target, are projected to improve intensity beyond
the long-term trend, approaching a 39% reduction
from 2005 levels by 2035. While positive, this falls
short of the (non-binding) target of APEC coun-
tries® of achieving a 45 % reduction in energy inten-
sity compared to 2005 levels by 2035.

Carbon intensity has declined historically, yet over-
all it remains at a high level. In the BAU this is pro-
jected to continue, but slower than the historical
trend. Policies put in place with the Clean Energy
Future package have the potential to accelerate
decarbonisation and could reach around 3 kt CO,/
ktoe by 2030, a 16 % reduction below BAU and 6%
below the policies in place before the package was
introduced.

4.7
GHG Emissions
[MtCO, e/ktoe]
4.3
3.9
3.5
Historical development e
BAU ...
Policies before Clean Energy Future ...
Policies including Clean Energy Future 3.1
Source:
International Energy Agency (IEA) 2010d, IPCC 2006,
own calculations for policy impact 2.7
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Impact of policies on emissions and pledges

Australia’s GHG emissions excluding LULUCF (Land
Use, Land Use Change and Forestry) have increased
by 75 % since 1990 (2008 levels) and, under BAU, are
projected to grow further to around 731 MtCO,e
until 2030. This would represent an increase of
187 % compared to 1990 levels.

With the new Clean Energy Future Plan, this emis-
sions growth could be dramatically reduced, lead-
ing to 74% above 1990 levels in 2030 - a reduction
of almost 200 Mt CO,e or 27 % below BAU in 2030.
Reductions in 2020 are expected to be 16 % below
BAU, but total emissions would still be 38 % above
1990 levels.

Article 3.7 of the Kyoto Protocol allows Australia
to calculate its base year emissions as the sum of
energy and industrial GHG emissions in 1990 and
its deforestation emissions in 1990°. The emission
target for the first commitment period of an 8%
increase relative to 1990 is applied to emissions
in this base year. Effectively, Australia is allowed a
42 % increase in energy and industrial GHG emis-
sions in the period 2008-2012 compared to 1990.

Figure B
Carbon intensity projections to 2030
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4 http://www.apec.org/Meeting-Papers/Leaders-Declarations/2011/2011_aelm.aspx
* For 1990 emissions from afforestation / reforestation activities were zero, so total ARD emissions for this year are equal to pure deforestation emissions



One of the key issues is evaluating how the Clean
Energy Future package places Australia in relation
to its international emission reduction pledges.
Due to the accounting rules of the Kyoto Proto-
col, this requires putting together the actions on
greenhouse gases covered by the Kyoto Protocol’s
energy and industrial GHG emissions (all sectors
but excluding LULUCF) along with the projections
for Kyoto Protocol afforestation, reforestation and
deforestation (ARD) activities (i.e. only part of the
full LULUCF sector) for 2020.

First, we evaluate Australia's 5% reduction from
2000 levels by 2020 pledge using a 2000 base year
that includes energy and industrial GHG emissions
and emissions from afforestation, reforestation
and deforestation (ARD). This is the way Australia
has defined its pledge.

750
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700
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550
CRF 2011 excl. LULUCF =
CRF 2011 excl. LULUCF, incl. AR&D —
Department of Climate Change projection incl. ARD (trend) ... 500
Department of Climate Change projection excl. ARD ...
CAT BAU excl. LULUCF incl. ARD 450
CAT Policies before Clean Energy Future excl. LULUCF incl. ARD
CAT Policies including Clean Energy Future excl. LULUCF incl. ARD 400
5% official pledge @
15% official pledge
25% official pledge @ 350
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Figure C shows the projected effects of the Clean
Energy Future policies, including Australian Gov-
ernment projections of ARD, on energy and indus-
trial GHG plus ARD greenhouse gas emissions to
2020 compared to the range of Australia’s interna-
tional pledges. This indicates that the effect of the
Clean Energy Future policies is not yet sufficient to
meet Australia’s unilateral pledge of a 5% reduc-
tion from 2000 levels by 2020 domestically.

Figure C compares energy and industrial GHG emis-
sions plus afforestation, reforestation and defor-
estation (ARD) BAU trends to both the effects of
policies - and the range of international pledges
Australia has made (5%, 15%, 25%). It shows, for
comparison, the historical data for energy and in-
dustrial GHG emissions only.

Figure C
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Clean Energy Future policies and Australia’s international pledges
including afforestation, reforestation and deforestation (ARD),

CRF = the UNFCCC's Common Reporting Format
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Figure D shows the estimated emissions of energy
and industrial GHG emissions resulting from the
Clean Energy Future package in 2020, taking into
account two different estimates of ARD emissions
in 2020.

We calculated the “allowed” energy and industrial
GHG emissions under the -5% by 2020 pledge.

In the first estimate, we used the ARD recent his-
torical trend that continues to 2020 with decreas-
ing deforestation emissions and increasing storage
of carbon. The allowed energy and industrial GHG
emissions would be 26 % above 1990 levels. In this
case, the Clean Energy Future package would be
close to sufficient to meet this pledge.

In the second estimate, we used the Australian Gov-
ernment’s projections for ARD. The results here
show that the “allowed” 2020 energy and industrial
GHG emissions would be 17 % above 1990, in which
case the Clean Energy Future package would be in-
sufficient to meet the -5% by 2020 pledge.
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For the more ambitious international pledges of
15% and 25 % below 2000 levels by 2020, the ARD
government projections and extended trend cases
translate into allowed energy and industrial GHG
emissions in the range of 3-13 % above 1990 and -1
to-10% below 1990 respectively. Only in the latter
case would emissions of energy and industrial GHG
gases drop below 1990 levels.

In all cases these reductions are less ambitious
than what Australia needs to do to be on a path
towards keeping global warming below 2°C, the
temperature limit that it signed up to in both
Copenhagen and Cancun.

Figure D
Clean Energy Future policies and energy
and industrial GHG emissions
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This “Climate Action Tracker” is an independent science-based assessment,
which tracks the emission commitments and actions of countries. The report
provides an assessment of individual national pledges to reduce their green-

house gas emissions.

ECOFYS

Ecofys — Experts in Energy. Established in
1984 with the vision of achieving “sustainable
energy for everyone”, Ecofys has become
the leading expert in renewable energy, en-
ergy & carbon efficiency, energy systems &
markets as well as energy & climate policies.
The unique synergy between those areas of
expertise is the key to its success. Ecofys cre-
ates smart, effective, practical and sustain-
able solutions for and with public and corpo-
rate clients all over the world. With offices in
the Netherlands, Germany, the United King-
dom, China and the US, Ecofys employs over
250 experts dedicated to solving energy and
climate challenges.

www.ecofys.com
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Climate Analytics is a non-profit organization
based in Potsdam, Germany. Climate Ana-
lytics was established in 2008 to synthesize
climate science that is relevant for the inter-
national climate negotiations. It provides sci-
entific, policy and analytical support for Small
Island States (SIDS) and the least developed
country group (LDCs) negotiators, as well as
non-governmental organizations and other
stakeholders in the international climate ne-
gotiations. Furthermore, it aims to assist in
building in-house capacity within SIDS and
LDCs.

www.climateanalytics.org

Potsdam Institute for Climate Impact Re-
search (PIK) conducts research into global
climate change, climate impacts, and issues
of sustainable development. Set up in 1992,
the Institute is regarded as a pioneer in in-
terdisciplinary research and as one of the
world's leading establishments in this field.
Scientists, economists and social scientists
work together, investigating how the earth
is changing as a system, and providing inter-
disciplinary insights that offer society sound
information for decision making.
www.pik-potsdam.de
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