
 
 

To: Department of Industry, Science and Resources 

Re: National Safeguard Mechanism Reforms 

20 September 2022 

 

Introduction  

AMEC appreciates the opportunity to provide a submission to the Department of Climate Change, 

Energy, the Environment and Water (DCCEEW) on the Consultation Draft – Safeguard Mechanism 

reforms. 

These proposed reforms are part of a broader reconsideration of Australia’s national response to 

meet its international emissions reduction commitments.  Including, legislating Australia's greenhouse 

gas emissions reduction targets are lowered to a 43% reduction from 2005 levels by 2030 and net 

zero by 2050; and the launch of an independent review into the integrity of Australian Carbon Credit 

Units (the Chubb Review). 

About AMEC 

The Association of Mining and Exploration Companies (AMEC) in the national peak industry body 

representing over 500 mining and mineral exploration companies across Australia. Our members are 

mineral explorers, emerging miners, producers, and a wide range of businesses working in and for 

the industry. Collectively, AMEC’s member companies account for over $100 billion of the mineral 

exploration and mining sector’s capital value. 

Mineral exploration and mining make a critical contribution to Australia’s economy, directly employing 

over 274,000 people. In 2020/21 Industry generated a record high $301 billion in mining exports, 

invested $3.2 billion in exploration expenditure to discover the mines of the future, and collectively 

paid over $39.3 billion in royalties and taxes. 

General Remarks 

AMEC supports a national bipartisan response led by the Australian Commonwealth Government to 

emissions reduction and abatement through unified and consistent action including: 

▪ Government policy that appropriately reflects Australia’s dependence on the jobs and 

combined revenues generated by the various sectors of the resources industry; 

▪ An integrated, orderly, phased transition to a low carbon Australian economy aligned to the 

national commitments made under the United Nations Framework Convention on Climate 

Change (UNFCCC) and that allows flexible solutions and continued and sustainable 

economic development in line with UNFCCC Article 3, Principle 41i; 

 

1 UNFCCC Article 3; Principle 4: The Parties have a right to, and should, promote sustainable development. 

Policies and measures to protect the climate system against human-induced change should be appropriate for 
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▪ Government policy that does not significantly disadvantage new entrants in comparison with 

established companies; 

▪ The equitable implementation of commitments across each sector of the economy and 

Government; 

▪ A Government policy that does not disadvantage trade exposed industries and workers in 

trade exposed industries in comparison to international competitors or result in carbon 

leakage; 

▪ Any amendment of policy: 

o Align with existing international obligations and commitments; 

o Are implemented transparently, gradually and in consultation with Industry; 

o The development and deployment of low emissions and abatement technologies with 

a focus on outcomes rather than fuel or technology type;  

o Prioritise the lowest cost abatement and avoid duplication of emission regulation and 

offsets between jurisdictions; 

o Companies should be accountable for Scope 1 emissions alone in line with the 

Federal Policy Framework;  

o Scope 2 and 3 emissions should not be included in the calculation of Greenhouse 

Gases that a regulator expects to be abated; 

o A policy that rewards innovation and Greenhouse Gas abatement that surpass 

regulated levels; 

o Reinvesting all revenues raised from emissions reduction regulation directly in 

reducing Australia’s national Greenhouse Gas emissions profile. 

It is important that the State and Territory government policy and regulatory approaches should align 

with that of the Commonwealth Government and Australia’s international commitments entered into 

by the Commonwealth.  

 

2: The Safeguard Mechanism’s share of the national abatement 
task 

What should the Safeguard Mechanism’s share of Australia’s climate targets be? 

In 2020/21 the facilities under the Safeguard Mechanism contributed to 28 per cent of national 

emissions, for a total covered emissions of 137 million tonnes CO2-e. AMEC believes that the 

 

the specific conditions of each Party and should be integrated with national development programmes, taking into 
account that economic development is essential for adopting measures to address climate change. 
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Safeguard Mechanism should take on no more extra emissions than what is currently contributed by 

Safeguard facilities per year. 

Every industry has a role to play in reducing their overall greenhouse gas emissions if Australia is to 

reach its Nationally Determined Contributions. An increase in the share of Australia’s climate targets 

will likely result in a decrease to productivity for that they will be forced to take on a larger burden to 

meet climate targets. Industries in the Safeguard Mechanism are in ‘hard to abate’ sectors and it 

would be more economically efficient to reduce other sectors that have easier and cheaper 

technologies available. 

Mining and mineral exploration companies are actively investing in best practice and greener 

technologies to reduce their GHG emissions due to increased demand for improved environmental, 

social and governance (ESG) practices. To further increase the Safeguard Mechanism’s share would 

be detrimental, when there are other sectors in the economy that face lower costs of abatement. 

 

3: Setting baselines to achieve an equitable distribution of 
costs and benefits 

Should we retain, and build on, the existing production-adjusted (intensity) baseline setting 

framework or return to a fixed (absolute) approach?  

AMEC agrees with stakeholders that the Safeguard Mechanism should retain and continue to build 

upon the existing production-adjusted baseline rather than reverting to the fixed baseline approach. 

The United Nations Framework Convention on Climate Change (UNFCCC) released guidelines 

around the setting of baselines for GHG emissions. These guidelines outline that a baseline should be 

established on a ‘project-specific basis’, this is exactly how the production-adjusted baseline would 

work for individual facilities under the Safeguard Mechanism.   

As mentioned in the consultation paper a production-adjusted baseline adjusts to and does not 

penalise business output. Helping to both increase the economy and tackle the environmental issue 

of GHG emissions. 

This aligns with the values of AMEC and its member companies to create an environment for 

responsible and sustainable mining exploration and production. 

Views are sought on the proposal to reset baselines in a way that removes aggregate 

headroom so crediting and trading can commence when baselines start to decline. 

Many of the current baselines were created with the fixed approach and currently are well above 

covered emissions. AMEC considers the removal of the 43t of aggregate emissions headroom will 

allow for sooner crediting and trading of the proposed Safeguard Mechanism Credits (SMCs). The 

commencement of trading SMCs will help alleviate the cost for some facilities as they transition to the 

new baselines. The trading of SMCs allows for a market-based solution that will direct the flow of 

capital toward the lowest cost form of abatement. 
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What is the preferred approach for setting baselines for existing facilities? 

• Option 1, which would see all baselines set using industry-average benchmark values 

• Option 2, which would see all baselines set using facility-specific emissions-intensity 

values. 

• Other proposals, noting there are many possible approaches.  

AMEC believes that Option 2 (facility-specific) should be implemented for existing facilities due to the 

unique nature of each facility. Existing facilities were given the option to use site-specific emissions-

intensity values with the knowledge they would be able to continue to use this methodology into the 

future. To revoke this option from existing facilities would result in substantial abatement costs for 

companies currently operating under site-specific baselines.  

DCCEEW points out the fact that facilities in an industry can differ depending on the location and the 

technologies available. These factors should be included in the baselines setting for existing facilities 

as they have already invested in established production and infrastructure. DCCEEW believes that 

Option 2 does not encourage least emissions-intensive production, however facilities are already 

looking to implement more sustainable and environmentally friendly technologies as global investment 

and public opinion moves to greater ESG requirements from companies. 

Option 1 is opposed for several reasons.  Option 1 would not incentivise emissions reduction across 

the safeguard mechanism. It would also be mostly likely to be costly on existing facilities and is blind 

to earlier abatement. An increase in abatement costs from Option 1 would place further financial 

burdens on companies and make companies less competitive in the international market.   

This approach would be supported by the continued (and increased) provision of guidance that 

enhances the robustness of the definition and measurement of Scope 1 and Scope 2.  Greater 

alignment with the internationally recognised Greenhouse Gas Protocol would be appreciated. 

 

What are the advantages of best practice, industry average benchmarks, or alternative 

approaches for baselines for new entrant, noting that a final decision will be informed by 

baseline setting arrangements for existing facilities? 

Depending on the arrangements set out for existing facilities, a best practice benchmark for new 

entrants will create greater transparency and reporting for the Safeguard Mechanism. Establishing a 

common standard for companies under the Safeguard Mechanism going forward can help Australia 

reach its 2030 and 2050 climate goals. 

This best practice benchmark must be published so that proponents can appreciate the investments 

necessary to achieve it. 

Best Practice is effective where existing facilities are benchmarked against are against similar ore 

bodies, materials and processes. Otherwise, the risk is that some new projects will not be viable for 

the long term if newly built facilities are not comparable. 
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Benchmarks help provide input into the design process to ensure that appropriate environmental 

scanning of technology occurs to enable a sustainable lowering of emissions intensity. It should be 

noted that ore body characteristics are the ultimate driver of operational requirements and therefore 

available solutions for abatement. Therefore, it is proposed that: 

▪ Any industry benchmarks formed should therefore provide a range for existing facilities to 

operate within relative to the technology, ore body, product, location and energy source 

considerations 

▪ Any industry benchmarks formed should be readily available as a guide for new facility 

entrants in informing baseline creation 

▪ Any industry benchmarks formed should be periodically reviewed when there are known 

changes in the technology availability and adoption 

▪ Any industry benchmarks review should involve consultation with industry participants 

 

4: Crediting and trading, domestic offsets and international 
units 

Are there any other issues to consider with the proposal to allow the Clean Energy Regulator 

to automatically issue tradable credits to Safeguard facilities whose emissions are below their 

baseline, with crediting and trading commencing on 1 July 2023 subject to baseline setting 

arrangements that remove aggregate headroom? 

AMEC sees no further issues with allowing the Clean Energy Regulator to automatically issue 

tradable credits to companies that are below their baseline after the removal of aggregate headroom. 

This proposal will reward and incentivise lower emission-intensive facilities and push companies to 

think about lowering their emissions before 1 July 2023. 

Should banking and borrowing arrangements be implemented for Safeguard Mechanism 

Credits? 

The concept of banking and borrowing arrangements are common practice in other jurisdictions, for 

example in the EU where carbon allowances and trading was first introduced in 2005. The EU 

Emissions Trading Scheme (EU ETS) has no limitations on banking EU Allowances (EUAs). Neither 

does the California Cap On Greenhouse Gas Emissions and Market-Based Compliance Mechanisms 

which states ‘California compliance instruments do not expire’. These two jurisdictions have been 

considered by some as being at the forefront of best practice around GHG emissions.  

A single, robust, open and transparent platform for trading SMC should be developed to reduce 

transaction costs.  A trading platform could facilitate and regulate banking and borrowing 

arrangements.  For example, it could be structured to encourage the early trading of lower cost 

abatement, discouraging the banking of these tools.  Furthermore, a single platform could also 

facilitate potential future exchange of SMC for ACCUs, as well as financial innovations and 

derivatives.  
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Should Safeguard facilities no longer be able to generate ACCUs for reducing direct (scope 1) 

emissions unless they have an existing registered ERF project? Further, should no new ERF 

projects be able to be registered at Safeguard facilities? 

The outcome of the independent review being led by Chief Scientist Professor Ian Chubb on ACCUs 

will be a determining factor as to whether Safeguard facilities should be allowed to continue to 

generate ACCUs. If ACCUs are deemed to have a sufficient level of integrity, then AMEC believes 

that Safeguard facilities should be allowed to continue to generate them under an existing ERF 

project.  

Currently only a handful of Safeguard facilities have ERF projects registered and receive ACCUs as a 

result. AMEC believes that facilities should have the option to implement ERF projects at new facilities 

as a way to abate greenhouse gas emissions, either through implementation of new or upgraded 

technology as it becomes available or changing business practices to improve productivity over time.  

Should international units be able to be used for compliance under the Safeguard Mechanism 

at a future time, noting that any decision would depend on the rules for international trading? 

It is AMEC’s belief that international units should eventually be used for compliance under the 

Safeguard Mechanism. It is common practice in other jurisdictions to allow the use of international 

units for example the EU ETS has allowed for the use of certified emission reduction (CERs) issued 

under the provisions of the Kyoto rules.  

 

5: Tailored treatment for emissions-intensive, trade-exposed 
businesses 

Should a facility-specific comparative impact assessment that builds on existing EITEs 

definitions be used rather than a sector wide designation? 

A facility specific comparative impact assessment that builds on existing EITEs definitions should be 

implemented.   

AMEC supports the tailored treatment of EITE businesses. Specifically, that assistance is provided for 

those businesses to reduce their emissions, rather than establishing a reduced limit which will require 

other non-EITE businesses to account for a higher proportion of emission reductions which is neither 

fair nor equitable. 

The Safeguard Mechanism would have to take precautions as to not allow for the gaming of the 

definitions. However, a case-by-case assessment reduces the likelihood of such an outcome. 

Assistance measures for emissions-intensive, trade-exposed facilities 

As mentioned above additional funding and assistance to help EITE facilities adapt to declining 

Safeguard baselines is supported.  EITEs, and analogous programmes, are a feature globally of the 

international response.  EITEs provides a way of ensuring trade competitiveness is retained in hard to 

abate industries while Australia moves to a lower carbon future. 
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Is the direct provision of SMCs an appropriate way to mitigate cost impacts for EITE facilities? 

AMEC sees no issue in the direct provision of SMC’s to EITE facilities if the points outlined in the 

reforms are adhered to. That being the provision of SMC’s does not make EITE facilities better off 

than those that do not qualify, creating a perverse incentive, and credits are only provided for a 

percentage of the costs that exceed the concessional treatment threshold.  The volume of SMC would 

have to be considered to ensure the integrity of the SMC system remains and there is not an 

oversupply. 

Differentiated baseline decline rates 

The problem in differentiated decline rates is both ensuring Safeguard Mechanism facilities are 

competitive with international businesses and the increasing administrative complexity of multiple 

baselines. Creating a system that will both help achieve Australian climate targets and not reduce 

productivity for companies is important. 

Retaining a single Safeguard Mechanism decline rate is the preferred approach, with EITEs 

assistance provided directly to those facilities. 

 

6: Taking account of available and emerging technologies 

Should multi-year monitoring periods be extended to allow facilities with limited near-term 

abatement opportunities to manage their own abatement path? 

Multi-year monitoring periods (MYMP) is an option that should be open for facilities that have no 

reasonably practicable abatement opportunities current and in the near term. A clear understanding of 

technology available to companies needs to be in place to allow for greater transparency in baseline 

setting for these facilities. Facilities that choose a MYMP should be aware that if this option is chosen 

their baseline could see rapid change once technology becomes available to them and that this option 

will not continue past 2030.  

 

7: Indicative baseline decline rates 

What are the appropriate characteristics for the decline trajectory to 2030 that can deliver the 

Safeguard Mechanism’s share of Australia’s climate targets, and the process for setting 

baselines post-2030? 

AMEC agrees with the proposed 5-year blocks for setting baselines post-2030 as it allows for updated 

setting ever 5 years to align with the Nationally Determined Contribution and other international 

commitments. 

The inclusion of a reserve is supported. A reserve allows for new entrants to the market, reducing the 

likelihood that the Safeguard Mechanism Reforms will be used as a barrier to entry.  It will also extend 

the certainty of baseline decline rates to 2030. 
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A ‘soft start’ may be an appropriate way to transition Safeguard facilities to the new baselines. Having 

lower decline rates in phase 1 will allow for companies to adjust and implement measures to lower 

their emissions. However, this may lead to companies being caught out by the increase in decline 

rates in phase 2. If a ‘soft start’ is to be used, the Clean Energy Regulator must ensure that facilities 

are aware of when and by how much the declines will increase in phase 2. 

Concluding Remarks 

AMEC appreciates the opportunity to comment on these important reforms to the National Safeguard 

mechanism. 

 

For further information contact: 

Neil van Drunen      Nicolas Parry 

Director WA, NT, SA and Industry Policy   Policy Advisor WA, NT, SA 

Neil.vandrunen@amec.org.au    nicolas.parry@amec.org.au 

 

 


