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Overview

The Business Council of Australia (BCA) welcomes the opportunity to contribute to the Carbon Credits and Other
Legislation Amendment (Integrity and Transparency) Bill Consultation Paper.

The BCA represents more than 120 of Australia’s leading businesses, employing around 1.1 million people. We are
a member led organisation and our submissions reflect engagement with those members and the expertise and
practical experience they bring.

With respect to the implementation of changes to the Australian Carbon Credit Unit (ACCU) scheme, the BCA
can't overstate the importance of maintaining investors’ confidence in both the environmental integrity of
ACCUs and the market framework delivering ACCUs over time. The ACCU scheme is a critical piece of Australia’s
broader climate policy framework which includes the Safeguard Mechanism and a range of other measures to
drive emission reductions across the economy in pursuit of Australia’s climate targets.

Context

Among the most important challenges and opportunities facing our nation is facilitating an orderly domestic
transition to net zero — one that best serves our economy and our community. How we transition will have a
strong bearing not only on our emission levels, but on our productivity growth, our competitiveness as a nation
and our living standards over the longer term.

A recently released BCA report, Australia 2035 - Maximising Our Potential, analysed three emission reduction
scenarios from 2025 to 2035 that ratchet in ambition based on rates of technology deployment and adoption,
and changes in economic activity across the economy. The analysis was undertaken across seven sectors:
electricity and energy, resources, industry, transport, agriculture, buildings and land sector.!

The BCA’s work highlights the critical role of the electricity and land sector in driving Australia’s emission
reductions over the last two decades. Today our land sector is a net carbon sink that sequesters about 20 per
cent of Australia’s total emissions at -88 Mt per year, which is an historical peak rate. The Government’s baseline
2035 emission reduction scenario for land sector emissions is -61 Mt, reflecting a return to average climate
conditions from an above average net sink size in the 3 years to 2024.2

A key finding of our work is that we can't continue to rely on the land sector to do the heavy lifting and that
simply maintaining the size of Australia’s existing carbon sink requires significant additional abatement effort —
in the order of a 27 Mt increase per year by 2035. Increasing direct (on site) emission reductions from the other
sectors of the economy is crucial to meeting Australia’s emission reduction goals, and robust carbon credit
creation from Australia’s carbon sink is critical to supporting hard to abate subsectors as they invest in on site
emission reductions overtime.

To meet the 2035 emissions reduction target, the ACCU scheme must continue to evolve to deliver high
integrity carbon credits at scale to meet the demands of the market. This is important not only for supply and
investment confidence, but also for maintaining the credibility of climate commitments and managing
reputational risk for scheme participants and end users. In December 2025, the BCA proposed several
improvements to the ACCU scheme in its submission to the Climate Change Authority Issues Paper: Enhancing
the ACCU Scheme to support Australia’s 2035 emissions reduction target.3

! The term ‘land’ refers to the land use, land use change and forestry sector.

2 Department of Climate Change, Energy, the Environment and Water, Australia’s emissions projections 2024 November 2024,

3 https://www.bca.com.au/reports-submissions/submissions/submission-on-cca-issues-paper-enhancing-the-accu-scheme-to-support-
australias-2035-emissions-reduction-target/
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Key takeaways

We note that the Government is proposing a series of amendments to the Carbon Credits (Carbon Farming
Initiative) Act 2011, based on several reviews of the ACCU scheme in recent years — by the Independent Review
Panel (in 2022), the Climate Change Authority (in 2023) and the Department of Climate Change, Energy, the
Environment and Water (in 2023).

The BCA supports a range of improvements to the ACCU scheme, some of which are reflected in the proposed
amendments and others which are not. In our view, these reforms will strengthen the integrity, transparency and
credibility of the scheme, while also supporting effective market development and investment confidence.

Establish an ACCU Market Statement of Opportunities (ASOO) — where the ASOQO is developed by an
appropriate agency, such as the Clean Energy Regulator — and legislate it use by CAIC and other agencies
in performing their functions and developing policy.

Expand and accelerate Australia’s method development pipeline by making more government resources
available to the task and by increasing the efficiency of method development processes generally.

Support greater confidence and trust in the ACCU scheme operation via greater transparency and timely
disclosure of ACCU project level information.

Support greater confidence and trust in the government’s approach to market development via greater
transparency of policy thinking and objectives and greater transparency of advisory sources, particularly
where these sources are relied upon by government to make policy and regulatory changes.

Minimise the overall level of risk and uncertainty associated with participating in the ACCU scheme by
adopting a more competitively neutral and timely approach to the release of scheme information.

Maximise the potential scale of the ACCU scheme by taking a long term policy design perspective, including
the development of a comprehensive and evolving long term carbon market strategy.

Government must continue to provide and support clear messaging about the valid and positive
contribution the ACCU scheme is making towards meeting Australia’s emission reduction targets — and
potentially the emission reductions targets of other countries under Article 6 of the Paris Agreement.

Any and all future forms of government intervention in the ACCU market must be based on robust evidence
of market failure and supported by i) cost benefit (regulatory impact) analysis to demonstrate that the
intervention is efficiency enhancing, ii) the provision of use cases to illustrate the problem being solved for in
a market context, and iii) adequate industry consultation.

As a general rule, significant changes to the ACCU scheme, especially those involving new ministerial
powers, should be grandfathered with respect to ACCUs created before changes take effect, to minimise
regulatory risk and the long run cost of abatement.

Adequate time for consultation with stakeholders on legislative amendments is critical to delivering
continuous improvements to the ACCU scheme and we believe that 3 weeks is insufficient given the
breadth and detail of the package of proposed changes — past reviews and recommendations are useful in
developing policy changes but they do not serve as consultation on actual legislative amendments.

The voluntary market based method for estimating scope 2 emissions needs to be aligned with other
reporting frameworks (such as the surrender of ACCUs under the Safeguard Mechanism and the Australian
Sustainability Reporting Standard) by allowing largescale generation certificates to be surrendered after the
reporting period, rather than within the reporting period as is currently required.
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Main points

A: Native title holder consent

The BCA supports the general intent of the proposed changes to bring the ACCU scheme into closer alignment
with the best practice standards of Free, Prior and Informed Consent when consulting with First Nations peoples
about activities on land where they have a legally recognised connection.

We note the 2024-25 Budget commitment of $11.4 million to support native title eligible interest holders to take
part in consent processes for ACCU scheme projects on native title lands.

Itis critical that these changes and budget funds have the combined effect of addressing information and
negotiating imbalances between project developers and First Nations groups — particularly where communities
lack access to legal, financial, or technical support.

Drafting of the relevant proposed amendments should seek to avoid unintended consequences as follows.

By clarifying that consent requirements align with the legal position under the Native Title Act 1993,
including where native title has been extinguished by a previous exclusive possession act, while maintaining
a strong expectation of appropriate engagement with affected First Nations communities.

By explicitly including clear evidence requirements, standard forms and service level timeframes to minimise
registration delays and uncertainty in the consent process.

B: Establishment of the Carbon Abatement Integrity Committee (CAIC)

The BCA supports the general intent of the proposed changes to bolster the ACCU scheme governance by
establishing the Carbon Abatement Integrity Committee (CAIC) to replace the ERAC, empowering the CAIC to
advise on priorities for method development, enabling the CAIC to undertake reviews of expiring methods,
strengthening the independence and rigour of CAIC’s method assessments, and enhancing transparency of the
CAIC’s advice.

Drafting of the relevant proposed amendments should seek to further bolster ACCU scheme governance as
follows.

The required fields of experts for appointment to the CAIC should include demand side experience (in
environmental markets).

A requirement that the CAIC refer to an ACCU Market Statement of Opportunities (ASOO) in carrying out its
reviews of expiring methods and advice on priorities for method development, so that the ‘'supply pipeline’
of expiring and new methods is balanced.

Public consultation should be the default for CAIC reviews of expiring methods, and reviews should only be
deemed not to be open to consultation in a limited set of circumstances.

Enhance the transparency of CAIC’s advice to the Minister by being explicit that it be published ‘as soon as
practicable” and within a maximum time period.

The CAIC should be required to publish any external sources of advice obtained in the course of carrying
out its review and advisory functions, while observing appropriate protections for commercially sensitive
information.

The CAIC should be required to engage in public consultation for 45 days when preparing advice for the
Minister on making or varying a method, without any option for a shorter consultation period.

C: Inteqrity Risk Method Declarations

The BCA supports the general intent of the proposed changes enabling the Minister to make an Integrity Risk
Method Declaration (IRMD) where the continued use of a method would materially impact the integrity of the
ACCU scheme as a whole. However we stress the importance of this power being structured to be used rarely (if
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at all) and as a last resort, because of its impact on market and financing risk with respect to ACCU project
development generally. A lack of clarity or uncertainty about when and how this power may be used has the
potential to undermine investment in ACCU projects.

Drafting of the relevant proposed amendments should address key considerations, as follows.

Include the process of escalation of other approaches to address and avoid the integrity risk threshold
criteria being sustained, as an explicit part of the CAIC's advice to the Minister.

The term “material risk” should be clearly defined in the context of ACCU scheme integrity and supported
by robust evidence when being evaluated.

When moving projects from an ‘integrity risk declared” method to another available method, grandfathering
of a project’s conditions will help to minimise the regulatory risk associated with changes with respect to
initial investments made in good faith.

Ensure the regulatory design, communication and timing of the IRMD process prevents market segregation
of ACCUs issued to a project prior to an IRMD, coming into effect — given the scope for commercial and
reputational risk associated with ACCU holdings (especially in the case of entities covered by the Safeguard
Mechanism).

It is unclear to what extent the proposed changes provide sufficient protection to market participants
holding legacy units from an ‘integrity risk declared’ method.

D: Newness for research and development participants

The BCA supports the proposed changes to create newness requirements — to prevent participation in R&D
from excluding projects from being registered under an ACCU method. To effectively drive innovation, these
changes should recognise the importance of both capability development and method development. This
approach will incentivise research and development across key areas including sequestration, robust emissions
measurement, carbon accounting and scheme participation. Collectively, these activities will support the
integrity of the ACCU scheme, while fostering innovation and supporting broader participation in the proponent
led method development process.

E: Government purchasing of ACCUs

The BCA supports the proposed changes to provide greater flexibility and clarity regarding arrangements for any
future purchase of ACCUs on behalf of the Commonwealth Government.

Drafting of the relevant proposed amendments should however be very clear about what the government’s
objectives are with respect to “value for money” as its core purchasing criterion. The concept should not be
used (or perceived to be used) to differentiate between the abatement integrity of some ACCUs versus other
ACCUs in the market. If the concept is based on the valuation of co benefits associated with ACCUs, then the
government purchaser needs to be explicit about this. The concept of “least cost” should remain as the
foundation upon which “value for money” is applied, given that 1 tonne of abatement is the underlying
commodity being purchased per ACCU. For example, once a co benefit has been targeted, the government
purchaser would then seek least cost acquisition of ACCUs with this co benefit.

F: Integrity improvements

The BCA supports the general intent of the proposed changes to improve integrity with respect to
relinquishment and other compliance measures. We note that new relinquishment provisions for abatement not
achieved (over issuance) — while necessary to ensure ACCU scheme integrity overall — need to be structured as
a last resort measure to minimise the impact on project investment and financing risk. This means that existing
measures, like relinquishment from the buffer, would have been deemed inadequate before activating the new
provisions.
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G: Administrative improvements

The BCA supports the general intent of the proposed changes to clarify permanence and crediting periods and
improve flexibility for ACCU projects.

Drafting of the relevant proposed amendments should address key considerations, as follows.

Making it clear that where a method prescribes a 100 year permanence period, without any shorter options,
CAIC must ensure the method’s design is commercially and practically capable of enabling this permanence
condition.

We note that a prescribed 100 year permanence period method has the potential to interact with the IRMD
process where projects may be moved from a 25 year to 100 year permanence period condition.

It is not clear whether alternative permanence periods (for example, 40 years as seen in some international
markets) have been considered and eliminated as appropriate options in the Australian context.

H: Enabling methods to include both emissions avoidance activities and sequestration activities in one offset
project

The BCA supports the proposal to allow a single method to include both emissions avoidance and sequestration
abatement from different activities, and therefore from the same project. We note and support the government’s
exploration of options to give effect to this proposal in the least complex and least disruptive way from a
legislative change perspective. We request that market participants be included in further consultation on this
issue and that timing and transition pathways are outlined with sufficient runway to minimise impacts on project
developers and financiers.

I: Improving scheme transparency

The BCA supports the general intent of the proposed changes to improve ACCU scheme transparency and the
administration of the NGER scheme.

Drafting of the relevant proposed amendments should address key considerations, as follows.

The introduction of a flexible rule making power to require publication of prescribed kinds of information
submitted under the NGER scheme, should be accompanied by an undertaking that formal consultation will
occur before the power is used.

The introduction of a flexible rule making power should be subject to clear safeguards for commercially
sensitive information, including facility level energy consumption, time series data, measurement method
information and operational data.

J: Reqistration/Dereqistration

The BCA supports the general intent of the proposed changes in relation to corporations’ registration and
deregistration under the NGER scheme.

Drafting of the relevant proposed amendments should address key considerations, as follows.

The Clean Energy Regulator initiative to deregister a corporation should be accompanied by clear criteria for
deregistration, opportunity for remedy deregistration, effective rights of review and adequate notice of
effective deregistration.

Reporting obligations in cases of delayed registration should be accompanied by implementation guidance
explaining how reporters should prepare historical reports — including expectations for estimation, record
keeping and assurance — where historical data may be incomplete.
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