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Table 1 – Australia’s proposed Carbon Pollution Reduction Scheme (CPRS) compared to the EU Emissions Trading Scheme (ETS)1 

 Australia’s proposed CPRS 
(The federal government is currently engaged in public consultation on 
the proposals in the Green Paper.  Its final position will be announced in 
a White Paper in December 2008)   

EU ETS 
(In the discussion of Phases II & III below, only changes from Phase I are noted) 

Coverage: 
Gases 

All six Kyoto GHGs: carbon dioxide, methane, nitrous 
oxide, sulphur hexafluoride, hydroflurocarbons and 
perflurocarbons. 

Phase I & II (2005-2012): Carbon dioxide only. 

Phase III (2013- 2020): Carbon dioxide, nitrous oxide and 
perflurocarbons. 

Coverage: 
Sectors 

 

 

 

 

 

 

 

 

 

 

Overall: 75% of CO2-e emitted 

Obligations placed on entities producing more than 25 kt 
of emissions each year (approximately 1000 companies 
and 1% of Australian businesses) in the following 
sectors (the numbers in brackets provide the 
contribution to total emissions of covered firms in each 
sector): 

• Stationary energy, including CCS (50% of CO2-e); 

• Transport (14% of CO2-e); 

• Fugitive emissions (6% of CO2-e); 

• Industrial processes and synthetic GHGs (6% of CO2-
e); 

• Waste (3% of CO2-e); 

• Forestry, not including deforestation, on an ‘opt-in 
basis’.2 

Phases I & II (overall: 40% of CO2-e emitted) 

Obligations placed on approximately 12,000 installations: 

• Combustion installations with a rated thermal input exceeding 
20 MW (except hazardous or municipal waste installations); 

• Mineral oil refineries and coke ovens; 

• The production and processing of ferrous metals, the mineral 
industry, and the timber and paper pulp industries (where they 
exceed specific production capacity thresholds). 

Installations or parts of installations used for research, 
development and testing of new products and processes are not 
covered. 

Proposal to include domestic and international aviation emissions 
under consideration. 

 

                                                      

1  See Commonwealth of Australia, Carbon Pollution Reduction Scheme – Green Paper, 2008 at 1-32, 458-496; J Robinson, J Barton, C Dodwell, M Heydon and L Milton, 
Climate Change Law: Emissions Trading in the EU and the UK, 2007 at 35-36, 55-199; Baker & McKenzie, Emissions Trading Schemes – Comparative Table, 2008 
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 Australia’s proposed CPRS 
(The federal government is currently engaged in public consultation on 
the proposals in the Green Paper.  Its final position will be announced in 
a White Paper in December 2008)   

EU ETS 
(In the discussion of Phases II & III below, only changes from Phase I are noted) 

Coverage: 
Sectors 

Agriculture not included at commencement.3 Decision 
whether to include to be made by 2013 

Combustion of biofuels and biomass energy not covered

Phase III (overall: 46% of CO2-e emitted)  

Coverage modified as follows: 

• Emission threshold of 10 kt CO2/year introduced for 
combustion installations; 

• Aluminium and certain ferrous metal refineries, chemical 
industrial process, capture, transport and CCS added;  

Emissions from biomass excluded. 

Emissions 
Targets  

Target to reduce emissions by 60% below 2000 levels 
by 2050. 

Short and medium term targets to be decided in White 
Paper due end 2008 (Kyoto obligation is 8% above 
1990 levels). 

Targets to be reviewed in light of evolving state of 
international negotiations on climate change mitigation.  

 

 

Target is for global emissions to be reduced by 50% below 1990 
levels by 2050. 

Medium term target for the EU to reduce emissions by 20% 
below 1990 levels by 2020, lifting this to 30% if a satisfactory 
global agreement on reducing worldwide emissions after 2012 is 
reached. 

For the short term, Kyoto obligation is 8% reduction below 1990 
levels. 

                                                                                                                                                                                                                                                              

2  Deforestation has not been included in order to avoid creating an incentive for rapid land clearing prior to the introduction of the CPRS. Forestry operations who ‘opt-in’ will 
be able to obtain carbon pollution permits additional to the cap to recognize carbon sequestration resulting from afforestation. However, once they have ‘opted-in’ they will 
be liable for CO2-e emissions at the point of felling. 

3  Agriculture has not been included because there are currently no reliable and cost-effective methods of emission estimation and reporting for this sector. 
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 Australia’s proposed CPRS 
(The federal government is currently engaged in public consultation on 
the proposals in the Green Paper.  Its final position will be announced in 
a White Paper in December 2008)   

EU ETS 
(In the discussion of Phases II & III below, only changes from Phase I are noted) 

Caps & 
Gateways 

 

 

 

 

 

Caps not equal to target as CPRS will not have 100% 
coverage. 

Caps to be set for 5 years in advance or longer in the 
event that international obligations extend for longer 
than this. 

To be extended by one year every year. 

Scheme caps to be announced in early 2010. 

Guidance to be provided over future caps beyond the 
initial certainty period through the use of a 10 year 
gateway period beyond the end of the set cap. 

Gateways to set a lower and an upper bound on the 
possible cap and to be extended by 5 years every 5 
years. 

Phases I & II: Caps determined by member states NAP – subject 
to review by the European Commission and must be consistent 
with reaching Kyoto reduction obligations. 

6.5% reduction on 2005 levels to be achieved by 2012 for 
covered gases and sectors. 

No provision for gateways. 

Voluntary cancellation of allowances permitted.  

Phase III: Cap set and announced to 2020 – each country to be 
allocated emissions and renewable energy targets. 

Linear reduction of Phase II cap that continues the reduction path 
beyond 2020 (1.74% reduction per year arriving at a reduction of 
21% below 2005 levels in 2020 for the covered gases and 
sectors). 

Point of 
obligation 

Obligation imposed directly on large emitters. 

In the case of transport emissions and small emitters 
obligation imposed on supplier of fuel. 

Installations defined as stationary technical units where one or 
more of the activities listed under ‘Coverage: sectors’ above, or 
activities associated with those activities, are carried out 

Liable entities Generally entities with operational control over covered 
activities. 

 

The operators of covered installations – any person who operates 
or controls an installation or to whom decisive economic power 
over the technical functioning of the installation has been 
delegated. 

In Phases I & II, pooling of operators of installations carrying out 
the same activity is permitted. 

Operators must hold a GHG emissions permit. 
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 Australia’s proposed CPRS 
(The federal government is currently engaged in public consultation on 
the proposals in the Green Paper.  Its final position will be announced in 
a White Paper in December 2008)   

EU ETS 
(In the discussion of Phases II & III below, only changes from Phase I are noted) 

Distribution of 
permits/ 
allowances 

 

 

 

 

 

Permit is for emission of 1 t of CO2-e. 

Initially at least 70% of permits to be auctioned with a 
progressive move towards 100% auctioning. 

Auctions to be held 4 times a year for both current year 
and future year permits. 

Auction revenue to be used to help households and 
businesses adjust to the scheme and invest in clean 
energy options. 

Up to 30% of permits may be used to provide assistance 
to emission intensive trade exposed industries and/or 
other strongly affected industries (e.g. coal-fired 
electricity generators). 

Allowance is for emission of 1 t of CO2-e. 

Allowances distributed for each Phase. 

Phase I: At least 95% of allowances freely allocated, member 
states allocate to installations under NAP. 

Free allowances allocated to be consistent with the potential of 
the activity to reduce emissions, having regard to international 
competitiveness of sectors, and allowing for new entrants. 

5%  of allowances may be auctioned, auctions to be open to all 
persons in the Community. 

In this phase additional allowances can be allocated in case of 
force majeure. 

Phase II: At least 90% of allowances freely allocated, member 
states allocate to installations under the NAP, 10% may be 
auctioned 

Phase III: Full auctioning for the power sector and CCS, 
transition to full auctioning for other sectors (from 20% auctioning 
to 100% by 2020), 5% of allowances reserved for new entrants. 

Auction revenue to be used for additional mitigation and 
adaptation activities, addressing social impacts and to fund ETS 
administration. 

Banking of 
permits/ 
allowances 

Unlimited banking permitted. Phases I & II: Allowed within, but not between, phases; member 
states have discretion to cancel unused allowances at the end of 
these phases and issue new allowances in the next phase. 
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 Australia’s proposed CPRS 
(The federal government is currently engaged in public consultation on 
the proposals in the Green Paper.  Its final position will be announced in 
a White Paper in December 2008)   

EU ETS 
(In the discussion of Phases II & III below, only changes from Phase I are noted) 

Banking of 
permits/ 
allowances 

 Phase III: Allowances remain valid during the trading period, 
surplus allowances can be banked for use in subsequent trading 
periods. 

Borrowing of 
permits/ 
allowances 

Liable entities able to surrender up to a certain 
percentage (less than 5%) of their liabilities by using 
permits dated from the following year. 

Limited administrative borrowing within, but not between phases. 

Domestic 
offsets 

Offsets from reforestation provided on an ‘opt-in’ basis 
through coverage under CPRS but eligibility for offsets 
brings with it liability for emissions. 

No other offsets permitted at start-up. 

Decision on offsets deferred until 2013, however offsets 
could only come from non-covered sectors and where it 
is not possible to: 

• cover a particular source of emissions; 

• cost-effectively mitigate emissions through alternative 
measures outside of the CPRS. 

Phases I & II: Not permitted. 

Phase III: Permitted from projects in the Community subject to 
quality assurance. 

Transitional 
price cap 

In place for first 4 years of scheme (i.e. prior to 
international linking). 

If triggered will loosen the GHG emissions cap. 

Price cap set at level high enough above expected 
permit price that there is a very low probability of use (to 
maintain environmental integrity without requiring 
compliance at any cost). 

Phases I & II: No price cap. 

Phase III:  To be determined. 
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 Australia’s proposed CPRS 
(The federal government is currently engaged in public consultation on 
the proposals in the Green Paper.  Its final position will be announced in 
a White Paper in December 2008)   

EU ETS 
(In the discussion of Phases II & III below, only changes from Phase I are noted) 

Reporting & 
Verification  

Compliance & 
Enforcement 

Reporting to be based on Australia’s existing National 
Greenhouse and Energy Reporting Act 2007, which will 
be strengthened so as to be used as the compliance 
framework for CPRS. 

Provision to be made for independent and scheme 
regulator assurance audits. 

Government to investigate aligning financial and 
emissions reporting and verification systems. 

Compliance period based on financial year with reports 
due/permits surrendered by 31 October. 

Financial penalties apply – forms effective price cap. 

Phases I & II: Allowance contains monitoring and reporting 
requirements in line with guidelines adopted by the Commission. 

Emissions report and monitoring methodology subject to annual 
independent verification. 

Installation report emissions and surrender allowances annually 
(calendar year). 

Financial and make-good penalties apply. 

 

Phase III: Development of regulations to provide for common 
requirements for verification, monitoring and reporting across 
member states. 

Assistance 
measures 

 

 

 

 

 

 

 

• Fuel taxes to be cut on a cent for cent basis to offset 
the initial price impact on fuel for three years (subject 
to review). 

• Social security payments to be increased to help low-
income families adjust to increased costs. 

• Energy efficiency measures and consumer information 
for households. 

• Climate change action fund to assist business to 
transition to a cleaner economy (e.g. investment in low 
emissions processes and industrial energy efficiency 
projects, dissemination of best/innovative practices). 

• Free allocation for all sectors phasing out gradually (provides 
transitional assistance). 

• Continued free allocation to EITE industries or carbon 
equalization scheme for importers (to avoid carbon leakage). 

• For Phase III, income from auctioning to be used to administer 
scheme and reduce social impact. 
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 Australia’s proposed CPRS 
(The federal government is currently engaged in public consultation on 
the proposals in the Green Paper.  Its final position will be announced in 
a White Paper in December 2008)   

EU ETS 
(In the discussion of Phases II & III below, only changes from Phase I are noted) 

Assistance 
measures 

• Free permits to be allocated to EITE industries as 
transitional assistance and to prevent ‘carbon leakage’ 

• Limited direct assistance to coal-fired electricity 
generators 

• Support investment in CCS research 

• Structural adjustment packages for workers and 
regions in areas most heavily affected 

 

Governance 
arrangements 

Independent scheme regulator responsible for running 
permit auctions, allocating free permits in accordance 
with rules, maintaining the national registry and 
enforcement and compliance. 

Government will set and extend scheme caps and 
gateways, decide the nature and extent of international 
links and decide scope and duration of assistance 
schemes. 

CPRS to be subject to 5 yearly independent and public 
reviews. 

 

 

 

 

Member states responsible for providing administrative 
arrangements to implement the ETS, including national registers. 

NAPs subject to approval by the European Commission. 

By way of example, in the UK, government prepares the NAP, 
independent regulator established to manage administration of 
the scheme.  

Central administrator designated by the European Commission 
maintains an independent transaction log recording the issue, 
transfer and cancellation of allowances. 

European wide register to be established from 2013 onwards. 
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 Australia’s proposed CPRS 
(The federal government is currently engaged in public consultation on 
the proposals in the Green Paper.  Its final position will be announced in 
a White Paper in December 2008)   

EU ETS 
(In the discussion of Phases II & III below, only changes from Phase I are noted) 

Linking to 
Kyoto 
mechanisms 

In early years – no export of Australia’s Kyoto Protocol 
compliance units. 

In the longer term – open linking within the context of an 
effective global emissions constraint. 

Liable entities will be able to meet their obligations by 
using CDM CERs and JI ERUs for compliance in the 
scheme. 

In the short term, there will be limits on the number of 
international offset credits that liable entities can 
surrender for compliance. 

tCERS and lCERs will not be accepted and Australia will 
not host JI projects in sectors covered by the CPRS. 

Phases I & II: Liable entities may meet their obligations by using 
CDM CERs and JI ERUs (except from nuclear projects or 
LULUCF), but from 2008 a limit will be applied to this use as 
these mechanisms are intended under the Kyoto Protocol to be 
‘supplemental’ to domestic measures. 

In Phase II, allowances will be attached to an AAU. This allows 
individual operators to trade AAU between Member States. 

Mechanisms to avoid double counting in place. 

Phase III:  Same as Phases I & II but once a future international 
agreement on climate change has been reached, CDM credits 
will only be accepted from third countries that have ratified the 
international agreement. 

Linking to 
other 
domestic 
markets 

Initially no linking to other domestic markets. 

To be reviewed in 2012-13 in the light of future 
developments in international negotiations. 

Phases I & II: No linking to other domestic markets. 

Phase III:  Consideration being given to accepting units from 
other ETS in third countries and administrative entities.  
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Acronyms 

AAU:  Assigned amount unit. The emission units allocated to the Annex B countries under the Kyoto Protocol on the basis of their 
quantified emission target for the first commitment period, 2008-2012. One AAU is equal to one tonne of carbon dioxide 
equivalent 

CCS Carbon capture and storage/sequestration. Process consisting of the separation of carbon dioxide from industrial and energy-
related sources and its storage, preventing its emission into the atmosphere 

CDM:  Clean development mechanism. One of the three Kyoto mechanisms, the CDM allows Annex I countries to invest in emission-
saving projects in developing countries and gain credit for the savings achieved through the generation of CERs. CERs are 
added to each country’s AAUs 

CER:  Certified emission reductions. A Kyoto Protocol unit equal to 1 tonne of CO2-e and issues for emissions reductions from CDM 
project activities. Two special types of CERs called temporary CERs (tCERs) and long-term CERs (lCERs) are issued for 
emission removals from afforestation and reforestation CDM projects. tCERS are short term but can be renewed if  carbon 
sequestration can be proved and lCERS expire at the end of the projection period and are not renewable  

CO2-e:  Carbon dioxide equivalent. A standard measure that takes account of the different global warming potential of different 
greenhouse gases and expresses the cumulative effect in a common unit, relative to carbon dioxide  

EITE  
industries: Emissions intensive trade exposed industries 

ERU: Emission reduction unit. JI projects will generate ERUs for Annex I investor countries in proportion to the amount of GHG 
emissions each project saves. ERUs are added to each country’s AAUs  

GHG:  Greenhouse gases. Gases that contribute to the greenhouse gas effect 

JI:  Joint implementation. One of the three Kyoto mechanisms, JI allows Annex I parties to invest in emission-saving projects in 
other Annex I countries and receive credit in the form of ERUs for the emissions saved. The host country must deduct the ERUs 
from its own AAUs 

LULUCF:  Land use, land use change, and forestry 

NAP:  National allocation plan 


