SUBMISSION

18 September 2026

To: Department of Climate Change, Energy, the Environment and
Water

Re: Safeguard Mechanism Review

Introduction

AMEC welcomes the opportunity to provide feedback to the Safeguard Mechanism Review
Consultation Paper (the Consultation Paper) published by the Department of Climate Change,
Energy, the Environment and Water (DCCEEW).

AMEC is supportive of the Government’s net zero ambitions’. However, consider they should
be pursued through an orderly transition that does not disadvantage trade-exposed industries,
new entrants or Australian investment attractiveness.

About AMEC

The Association of Mining and Exploration Companies (AMEC) is a national industry
association representing over 550 member 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 314,000 people. In 2025-26, the industry generated $383 billion in resource
exports, invested $3.95 billion in exploration expenditure to discover future mines, and
collectively paid over $59.4 billion in royalties and taxes.

General Remarks

The statement on page 10 in the Consultation Paper, that “the first two years of the 2023
reforms suggest that the Safeguard is working as intended under the new Policy settings” are
positive and welcome.

As the Safeguard Mechanism is working as intended, AMEC asks the Government to make
no further amendments. This will provide industry with certainty in this complex policy area.

AMEC has several longstanding concerns with the current framing of the Safeguard
mechanism. These include the international emissions-intensity benchmarking in opaque
industries; the need for bespoke Production Variable for different minerals, such as magnetite
(currently magnetite and hematite are treated the same, despite being materially different);
and the penalisation of remote projects that do not have the option to connect to a grid.

"Read AMEC’s net zero by 2050 statement here: https://amec.org.au/environment/
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Below we have provided specific responses to questions asked, noting that the Consultation
Paper specifically states wider reforms are not being considered.

Specific responses

Are Safeguard settings and government support suitable for deploying industrial
emissions-reduction technologies? What barriers remain?

Industrial decarbonisation occurs in two phases. The initial measures built and financed during
construction, such as solar generation, may reduce operating costs but require substantial
upfront capital. Then deeper post construction abatement that is materially more expensive,
particularly for process heat, where renewable alternatives struggle to compete with fossil
fuels.

This is a significant barrier for new critical minerals projects. A barrier that the Government
must acknowledge. A consistent thematic of the development of Australia’s critical minerals
projects is that drawing together the necessary capital is challenging. Any additional
abatement costs can undermine project feasibility. Some in industry have noted that the
safeguard liabilities also reduce the cash available to invest in on-site abatement.

Government support, including ARENA funding for FPR Energy’s concentrated solar thermal
technology, is welcome. However, continued targeted capital support will be necessary for
remote, energy-intensive facilities to reduce emissions while remaining internationally
competitive.

The fundamental nature of gas contracts is a further practical barrier. Take-or-pay
arrangements require facilities to pay for contracted gas they no longer consume, discouraging
the progressive introduction of intermittent renewable energy. Greater contractual flexibility
should be considered for facilities implementing credible abatement pathways. However,
contractual flexibility comes with an additional price burden.

Most Australian mining operations face limited grid access, immature, nascent, technologies
and high capital costs, forcing on-site abatement irrespective of relative cost would raise the
cost of Australian production without increasing the scheme’s net-emissions contribution.

Are new policy measures for ACCU use needed?

No. The priority should be maintaining a reliable supply of credible ACCUs for Safeguard
facilities.

In December 2022, the Independent Review of Australian Carbon Credit Units (ACCU Review)
reported finding the ACCU scheme is sound and recommended sensible changes to ensure
its ongoing integrity and alignment with evolving best practice. The Consultation Paper does
not reference those recommendations, instead canvassing wider reforms.

Full on-site abatement we are reliably told by Industry demands capital investment comparable
to the processing plant itself. Technologically it is also challenging, with need for low-emissions
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firming fuel that is not yet commercially available or viable. ACCUs therefore remain an
essential and legitimate compliance option.

The options canvassed in the Consultation Paper all seem to likely increase costs without
addressing the barriers to on-site abatement:

e Limits on ACCU use would expose facilities where no technically or commercially
viable alternative exists.

e Discounting ACCUs would directly multiply compliance costs.
¢ Vintage restrictions would reduce liquidity and increase prices.

These measures will impose the greatest costs during commissioning and ramp-up, when new
projects are least able to absorb them. The introduction of these measures will directly alter a
projects economics, as Industry feedback states the costs are material.

Are carbon abatement plans needed to improve transparency?

This is a duplicative requirement. The existing range of corporate climate disclosure
obligations, including those managed by External Reporting Australia. There is no evidence of
market failure, the current suite of reporting requirements are satisfactory. Safeguard Facilities
should not be required to prepare materially similar information twice.

Would a sectoral approach to TEBA eligibility better address carbon leakage?

A sectoral approach risks excluding smaller, or emerging sectors, such as most projects in the
critical minerals sector.

Rare earths processing was not separately assessed in the Carbon Leakage Review, despite
competing against dominant, State controlled international supply chains. Eligibility based only
on the Review’s existing commodity assessments would exclude this sector by default. Not to
mention the other 31 critical minerals.

The current manufacturing test relies on facility EBIT, which is often volatile or negative during
early years due to commissioning. Transition arrangements must preserve support when trade
exposure and financial risk are greatest.

AMEC has previously raised concerns with international emissions-intensity benchmarking in
the mining and processing of critical minerals. These concerns remain; there is a lack of
comparable transparent data to undertake benchmarking. The Commonwealth Government’s
investment in a Future Made in Australia is eroded if the benchmarking further disadvantages
companies endeavouring to process critical minerals in Australia.

What should inform the baseline decline rate from 2030-31 to 2034-35?

The decline rate must meet the agreed target without undermining the Government’s Future
Made in Australia objectives. The Government must balance the ramifications setting a
baseline decline will have for the investment attractiveness of Australia versus the outcomes

1300 738 184 | www.amec.org.au | Follow us (n




-4-

achieved, given that the consultation document explicitly acknowledges the current settings
are already achieving the desired outcomes.

New entrants face the highest capital hurdles and have the least capacity to absorb additional
costs during commissioning and ramp-up. Their treatment should be considered explicitly so
the 2035 target does not prevent the establishment of new Australian processing industries.

The Consultation Paper includes projections that state Safeguard net emissions will reach
about 90 Mt in 2030 against the legislated target of 100 Mt. On the face of it, this suggests
there is limited economic justification to front load additional costs.

The consideration of post-2030 settings need greater consultation than what is in this
Consultation Paper. The Government must gauge the commercial readiness of abatement
technologies, access to reliable low-emissions electricity and transmission, production growth
and the vagaries of carbon policies applying to our actual international competitors.

Ensuring competitiveness is key for remote and off-grid mining operations where technically
possible abatement is not necessarily commercially viable abatement. A stable, investable
trajectory will produce better capital allocation than repeatedly increasing the constraint ahead
of available technology.

Other compliance arrangements

We support retaining multi-year monitoring periods beyond 2030. The ability to manage
liabilities across several years supports financing and enables large, sequenced abatement
investments during commissioning and ramp-up.

We also support retaining the cost-containment measure as an important ceiling on
compliance costs.

Border Carbon Adjustment

The proposed Australian border carbon adjustment mechanism will raise the cost of imported
inputs such as steel, cement, chemicals and manufactured equipment. For an export-oriented
economy like Australia these higher costs flow directly into the production costs of Australian
miners, manufacturers and other exporters, reducing international competitiveness. In
practice, Australia would be importing inflation while exporting at world prices.

Whether Australia has a Border Carbon Adjustment mechanism must not be considered in
isolation. It will have a very real, and predictable, impact on input costs, which will make the
Australian cost of doing business rise. Introducing it will also be likely viewed by international
competitors as a tariff wall.

Threshold coverage reduction

AMEC does not support a reduction in the threshold from 100,000 tonnes. Australia is currently
achieving its targeted outcomes.
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The Consultation Paper shows, on page 37, that reducing the threshold to 75,000 tonnes
would bring an additional 48 facilities into the scheme for only 4.1 Mt of additional covered
emissions. At 50,000 tonnes, 108 additional facilities would be captured for 7.8 Mt. “Metal ore
mining” is specifically identified as one of the industries most affected. This would impose
substantial reporting, carbon procurement and compliance costs on smaller mining
businesses for comparatively modest additional coverage.

Conclusion

AMEC welcomes the opportunity to provide feedback on the Safeguard Mechanism. It is
positive to see that the current settings are working. Persisting with the settings as set will
provide confidence to industry and provide needed investment certainty.

For further information contact:

Neil van Drunen, Head of National Policy — 0407 057 443 | neil.vandrunen@amec.org.au
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