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Thank you for the opportunity to talk about some of the considerable range of policy
and program arrangements which Australiais considering or hasin place to respond
domestically to the challenges of Climate Change. We believe that we are setting a
leading standard. Above all, we are establishing an approach which takes full account
of Australia’ s circumstances while responding to the needs identified internationally.
It isthis harmonisation of context and response on which | want to particularly focus
in this address.

First, though, | would like to highlight one matter. Australiaisengagedin a
consultation process domestically on establishment of a domestic emissions trading
regime. If adopted, we intend that it would be fully integrated with the global regime
once the Kyoto Protocol comesinto force. Such a system would have the effect of
pricing carbon and driving emission reductionsin an efficient and cost effective way.
To achieve full market efficiencies and environmental benefits, an international
emissions trading system must be open, uncapped, market-based and transparent. It
must ensure that we harness market efficiencies to achieve least-cost emission
reductions.

As part of the domestic consultation process, we have released for public information
and discussion four discussion papers on a domestic emissions trading regime. The
first covers the boundaries of what a domestic scheme could cover; the second
examines options on the issuing of permits; the third covers the crediting of carbon;
and the fourth looks at the design of the market. Thisis part of a policy development
process which will lead to government decisions on domestic implementation nearer
the time when the Kyoto Protocol comesinto force. In the meantime, the
Government is taking a number of concrete domestic policy measures to abate
Australia s emissions.

In Audtralia’s view, the notion of what this Workshop calls best practice policies and
measures must be seen in the context of national circumstances. “Best practice”
should not be seen as a hierarchy of policies and measures which can be imported to
any country without due regard to its national circumstances, regional differences, and
soon. Differentiation isclearly reflected in the Kyoto Protocol.

Australia strongly prefers to speak of “good practice” policies and measures and we
think that they should have the following six characteristics:
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1. They need to be part of a comprehensive and coherent national strategy aimed at
achieving the emission target in a cost-effective manner;

2. They need to be tailored to national interests and circumstances. Thisincludes
geo-physical factors, population patterns, institutional arrangements, economic,
socia and cultural matters, and so on;

3. Greenhouse considerations must be consistent with other government
commitments,

4. The pursuit of greenhouse action needs to be equitable and cost-effective and
should achieve multiple benefits wherever appropriate;

5. Actions should preferably be based on partnershipsinvolving all levels of society;

6. Action needsto be informed by research — either new research where needed, or
certainly the best available knowledge.

The factors I’ ve mentioned lie behind the extensive set of greenhouse policy measures
that Australia hasintroduced. To illustrate how we are applying “good practice’, |
will concentrate on amajor program we are developing now. | will demonstrate how
we used our 6 “good practice” factorsin designing it, and | hope you will end up
agreeing that it isvery good - or best - practice.

| would like to note that the program | am about to speak about is not the only
greenhouse program of the Australian government. Far from it. We have a range of
measures that include energy efficiency measures, support for renewable energy
(including a mandatory renewable energy target), voluntary greenhouse programs for
industry and local government, transport policies and measures aimed at improving
land management practices. Overall, the current Australian government commitment
to greenhouse measuresis nearly $1 hillion Australian, which puts us at the forefront
of Annex B countries.

Background on GGAP:

The Australian Government’ s response to climate change employs a range of policy
approaches. The latest isthe Greenhouse Gas Abatement Program or GGAP. It
builds on earlier measures by providing $400 million over 4 yearsto assist Australia
further in meeting its commitment under the Kyoto Protocol. It will reduce
Australia’ s net greenhouse gas emissions by aiming to find maximum abatement
opportunities across the economy. Thus it will be looking for substantial emission
reductions or substantial sink enhancement, sustained, particularly in the first Kyoto
commitment period. Funding will start on 1 July and the program design is being
finalised right now.

GGAP funding will not betied to any specific activity or sector within the economy.
It isintended to provide the flexibility to adopt the most cost-effective abatement
opportunities across the economy as they arise. It will focus on projects, rather than
corporate entities, and will adopt abatement from business as useful baselines as a

Gwen Andrews — Australia’ s Greenhouse Gas Abatement Program

2



method of assessing projects. Cost effectiveness, in terms of dollars per tonne of CO2
equivalent abated, will be the key selection criterion.

There are four key principles which underpin the program design:
The GGAP will target arestricted number of domestic initiatives that will result in
substantial and sustained abatement of greenhouse gas emissions or carbon
sequestration — thisisthe main aim;
The GGAP isdesigned to retain flexibility to focus on abatement and
sequestration opportunities as they emerge, with an emphasis on performance-
based arrangements to ensure delivery of outcomes,
The GGAP will focus on leveraging greenhouse and other national policies and
programs,
The GGAP will focus on competitive bidding processes wherever practicable, to
maximise cost-effectiveness and abatement outcomes.

Now, | will ook at the program against each of our 6 good practice factorsin turn.

1. Measuressupported under the GGAP need to be part of a comprehensive
and coherent national strategy aimed at achieving the emission target in a
cost-effective manner:

GGAP sitswithin - but takes further - Australia’ s National Greenhouse Strategy (or
NGS). Asyou may know, Australia has a comprehensive and collaborative national
strategy as the key mechanism for advancing our domestic greenhouse response.

Although our national strategy covers a considerable range of policies and measures,
we assessed that there remain unrealised opportunities for large-scale quantifiable
abatement. We did not want the GGAP merely to substitute for activities already
underway or being contemplated by various bodies. So, we are trying to ensure that it
will only be used to achieve emission reductions or sink enhancement that are
additional to those from existing programs. The GGAP program guidelines are
framed to avoid the duplication of existing programs, as well as cost shifting from one
level of government to another.

Synergies between individual activities supported under the GGAP will be sought, to
ensure the program iswell integrated and to maximise the level of abatement.
Integration across a broad sectoral spread of opportunities will be achieved by using
cost-effectiveness as a key selection criterion.
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2. Measures need to be tailored to national interests and circumstances. This
could include geophysical factors, population patterns, institutional
arrangements, economic and social matters, and so on.

At Kyoto, differentiated targets were adopted that reflect the particular circumstances
of each country. Australia argued strongly for this outcome because economic,
demographic, geographical and physical circumstances differ considerably from most
Annex B countries. Australia s particular circumstances include:

heavy fossi| fuel dependence with limited opportunities for early
substitution;

predominantly fossil fuel-intensive export industries (our energy use
provides many of the materials for other countries' economic activity);
significant transport needs due to our widespread population;

fast population growth, including high levels of migration; and
continuing net emissions from land use change and forestry.

GGAP will take account of these factors and target a range of cost-effective measures
(on both the supply and demand sides) with attention given to ancillary costs and
benefits (ie, impacts on other policy goals and, in particular, environmental impacts).

Key abatement opportunities on an economy-wide basis have been identified in four
thematic areas:

1. development and deployment of technologies that deliver significant, additional
and sustained abatement. Potential opportunities for large-scale abatement exist in
the rapid deployment of technol ogies such as
co-generation, the capture and use of waste coal mine gases, the capture and
disposal of greenhouse gases in geological formations, etc. GGAP offers
incentives for investment in technologies which lower emissions;

2. regional partnerships to achieve greenhouse gas abatement across rural and
regional Audtralia. There are substantial untapped opportunitiesin regional
Australia to contribute to reducing our net greenhouse gas emissions. These
include;

promoting sustainable land management through better integration of
greenhouse considerations into agricultural and forestry practices;

promoting the devel opment and uptake of sustainable energy in regional
Australia, including bio-fuels and biomass for energy.

3. the uptake and deployment of greenhouse-efficient technologies, infrastructure,
and practices within the built environment.

4. enhanced capacity and tools to encourage and facilitate greenhouse gas abatement,
for example, through:

overcoming the barriers to taking further abatement actions, and
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facilitating development and implementation of further abatement option

We think these four areas will be able to accommodate key abatement opportunitiesin
Australia, but they are not intended to exclude any other significant and cost-effective
abatement actions that may emerge during the implementation of the GGAP. To help
allow for flexibility, thereis no pre-agreed split of money between the four themes.

3. Greenhouse considerationsin GGAP (but also our other Government
actions) need to be consistent with other gover nment commitments);

This new program reflects the Government’s commitment to a strong program of
domestic action, which will put Australiain a good position when the Kyoto Protocol
comes into force to work towards our target.

The Government directed that the GGAP should focus on maximum abatement and
sequestration opportunities, and, in doing so, consider other factors, such as potential
for employment growth, new technol ogies, innovative processes, encouragement of
non-government investment and opportunitiesin rura and regional Australia. Very
importantly, GGAP has to meet the Government’ s tests of sustainability in order to
achieve both environmental and other outcomes.

4. The pursuit of greenhouse action needs to be equitable and cost-effective and
should have multiple benefits wher e appropriate;

A competitive bidding process will be employed wherever practicable, to maximise
cost-effectiveness and abatement outcomes. In assessing cost-effectiveness, we will
use two main indicators:

GGAP $ per tonne of CO2 equivalent abated; and

National net $ cost per tonne of CO2 equivalent abated. This latter measure aims
to identify projects that maximise economic welfare. Thiswill involve afinancial
evaluation and a full economic evaluation identifying significant and measurable
economic, social and environmental costs and benefits (in addition to the
greenhouse benefits).

GGAP proposals will be assessed by a multi-disciplinary panel of expertsin relevant
abatement technol ogies and approaches, and in quantitative analysis, financial
analys's, business and environmental management.

The GGAP provides significant scope for complementary benefits, for example in
relation to biodiversity conservation, natural resource management, rural and regional
development, and employment growth. At aproject level, for example, it might
combine tree planting for greenhouse sink purposes with other objectives such as
wood production, biomass burning and salinity control (important in Australia).
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5. Actions should preferably be based on partner shipsinvolving all levels of
society;

The Australian government has adopted the responsible attitude of putting in place
provisionsrelated to the Kyoto Protocol, based on creating good environmental
outcomes in ways that minimise costs. It has employed a cooperative-partnerships
approach, working with major stakeholders.

For example, in designing the GGAP, the Australia Greenhouse Office invited
stakehol ders to submit ideas on the design of the program. Almost 100 submissions
were received from a wide range of stakeholders, including all three levels of
governments, industry, R&D organisations and individuals.

It also consulted widely on the program draft guidelines.

Co-investment will be sought to leverage greater investment in greenhouse gas
abatement action by other levels of government, industry and the community.

Some projects may benefit from “brokering” whereby groups with similar ideas or
complementary skills may be encouraged or facilitated to work together.

We anticipate that quite afew projects will be delivered in partnerships.

6. Action needsto beinformed by research.

We would expect that research will be embodied in technologies to be applied,
including in the process of adapting them to the particular circumstances of their use
(particularly if they are sourced from overseas). Thisisimportant in Australia given
our different regional geo-physical and biological circumstances, our climatic
conditions, population distribution, and so on. For example, research supported by
the GGAP will focus on accelerating the development and deployment of

technol ogies able to deliver abatement, particularly, between 2008 and 2012.

The facilitation component of the program will also alow usto deliver research into
how to achieve abatement in the commitment period — for example, by funding
resource studies for regional biomass to energy strategies.

Best practice perfor mance management
Having looked at how our six good practice factors have influenced design of this

major new program, | want to turn briefly now to how we are seeking good practicein
performance management in GGAP. That is, | will note how we are working to
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ensure that the program outputs are produced in a cost-effective manner with low
administrative overheads. The GGAP:

- isbased on clear criteria (supported by detailed guidelines);

- hasagood selection process (transparent and supported by advice from
technical and financial expert panels— to ensure technical feasibility and
financial viability of proposed projects)

- usesfirst class measurement practices, supported by world class Australian
methodol ogy (we are devel oping detailed methodol ogies to help calculate
the emissions and economic performance of GGAP proposal s)

- features performance-based out-sourcing arrangements through
“greenhouse project brokers”

- tothe extent possible, makes project payments based on performance to
ensure the emphasis remains on delivery of abatement outcomes

- ismanaged by the Ministerial Council on Greenhouse which will, choose
successful proposals aided by several sources of advice.

The GGAP will provide an important capacity building tool for both government and
industry. It will build capacity for basdline assessment, for projection of emissions
savings, and for monitoring and verifying those savings. It will also provide uswith a
good deal of information about the marginal cost of carbon abatement across our
economy.

In summary, the latest in aline of Australian programs addressing the challenges of
climate change is designed to address the special circumstances found in Australia
and to complement and add to other programs. It isjust the latest example of how
programs can betailored to flexibly respond to particular domestic circumstances and
opportunities. It respondsto a set of six factors which together add to what we regard
as leading practice. Whether in world termsit is good, better or best isfor othersto
decide. In Australian termsit is helping us to do the job.
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