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Key elements of the Clean Energy Future legislation

Carbon pricing mechanism

Carbon price: 
a two‑stage 
approach:

 

Coverage 
 
 

 
 
 
 

International 
linking 

Price ceiling 
and floor

1. Fixed price period—The carbon pricing mechanism will commence on 1 July 2012, 
with a price that will be fixed for the first three years. The price will start at $23 per 
tonne and will rise at 2.5 per cent each year in real terms.

2. Emissions trading scheme—On 1 July 2015, the carbon price will transition to a fully 
flexible price under an emissions trading scheme, with the price determined by the market.

Broad coverage from commencement, encompassing the stationary energy sector, 
transport (as described below), industrial processes, non‑legacy waste, and fugitive 
emissions. Only landfill facilities with direct emissions of 25,000 tonnes CO2-e a year or 
more will be liable under the carbon price.

A carbon price will not apply to household transport fuels, light vehicle business 
transport and off-road fuel use by the agriculture, forestry and fishing industries. 
An effective carbon price will be applied to domestic aviation, domestic shipping, 
rail transport, and non‑transport use of fuels. Users of these fuels can opt-in to the 
mechanism under the Opt-in Scheme.

International linking to credible international carbon markets and emissions trading 
schemes from the commencement of the flexible price period. At least half of a liable 
party’s compliance obligation must be met through the use of domestic permits or credits.

Price ceiling and floor will apply for the first three years of the flexible carbon price 
period. The price ceiling will be set at $20 above the expected international price and 
will rise by 5 per cent in real terms each year. The price floor will be $15, rising by 
4 per cent each year in real terms.

Industry 
assistance

The $8.6 billion Jobs and Competitiveness Program will provide significant support 
for jobs and protects the competitiveness of these emissions-intensive trade-exposed 
industries. The Program also ensures that industry, local communities and workers 
have a smooth transition to a clean energy future and that these industries have a strong 
incentive to reduce their carbon pollution.

Energy 
Security

An Energy Security Fund will be established to ensure there is a smooth transition 
which preserves energy security. The Energy Security Fund comprises two elements:

1.	 An allocation of free carbon units and cash payments to strongly affected coal-fired 
electricity generators. These allocations will be conditional on electricity generators 
strongly affected by a carbon price publishing Clean Energy Investment Plans, 
which show how they will reduce their pollution, and by meeting power system 
reliability standards.

2.	 The Government will seek to negotiate the closure of around 2,000 megawatts (MW) 
of highly polluting generation capacity by 2020. Closing down some of our highest 
polluting coal-fired generation capacity makes room for investment in lower pollution 
plants—and kick starts the transformation of our energy industry in a managed way.

Household 
Assistance

Assistance for Australian households, through tax cuts and increased payments, to help 
them with increased living costs as a result of the introduction of a carbon price.
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Carbon pricing mechanism (continued)

Governance Climate Change Authority—will advise on pollution caps, track Australia’s pollution 
levels and progress towards meeting targets and undertake reviews of the carbon 
pricing mechanism.

Clean Energy Regulator—will administer the carbon pricing mechanism, the existing 
regulatory functions for the National Greenhouse and Energy Reporting Scheme, the 
Renewable Energy Target and the Carbon Farming Initiative.

Productivity Commission—will undertake reviews relating to industry assistance, 
and carbon pollution reduction activities in other countries.

Land Sector Carbon and Biodiversity Advisory Board—will review and oversee land 
sector initiatives, providing advice to Government and ensuring the effectiveness of 
assistance.

Energy Security Council—will advise the Government on any emerging risks to energy 
security and may offer loans to coal-fired electricity generators for the refinancing of 
existing debt.

Related Clean Energy Future programs

Assisting 
manufacturing 
and energy 
efficiency

A range of new and existing measures to encourage energy efficiency are targeted at 
households, businesses, communities, Government, buildings and transport.

The Government is delivering the $1.2 billion Clean Technology Program, over and 
above the Jobs and Competitiveness Program, to help directly improve energy efficiency 
and reduce carbon pollution in manufacturing industries and support research and 
development in low pollution technologies.

The $300 million Steel Transformation Plan will support and assist the industry transition 
to a clean energy future, and recognises the pressures currently facing this industry.

The $1.3 billion Coal Sector Jobs Package will provide transitional assistance to help 
the coal industry to implement carbon abatement technologies for the mines that 
produce the most carbon pollution. The amount of carbon pollution produced by coal 
mines varies greatly, so the fairest way to deliver assistance is to target assistance at 
those mines that are most impacted by the introduction of the carbon price.

Renewable 
energy

Over $13 billion will be invested in clean energy projects, including through the Clean 
Energy Finance Corporation. In combination with the carbon price and Renewable 
Energy Target, this investment will drive the biggest expansion in the clean energy 
sector in Australia’s history.

Clean Energy Finance Corporation—will invest in the commercialisation and 
deployment of renewable and clean energy projects.

Australian Renewable Energy Agency—will improve the competitiveness of 
renewable energy and related technologies through supporting renewable energy 
technology innovation.

Land use Incentives for the farming, forestry and land sectors to reduce carbon pollution and 
increase the amount of carbon stored on the land. Includes a range of measures such 
as funding for biodiverse carbon stores and policies to help farmers and land managers 
make the most of carbon farming opportunities. These measures will complement the 
Carbon Farming Initiative.
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Households will be assisted
through tax reform and

increased payments

Moving to a clean energy future

Australia is moving to a clean energy future. 

On 8 November 2011, the Australian Parliament passed laws to 
put a price on carbon pollution. 

This reform includes the carbon pricing mechanism and delivers 
support for jobs and competitiveness and Australia’s economic 
growth, while reducing pollution. Households will be assisted 
through tax reform and increased payments.  

The changes are a significant environment and economic reform for 
Australia. They will ensure that Australia plays its fair part in global 
efforts to tackle climate change, and reduce our carbon pollution.

The reform will also let Australia take advantage of the economic 
and job opportunities that will come as the world tackles climate 
change and shifts to a clean energy future.

Australia’s plan on climate change includes:

	 Introducing a carbon price

	 Promoting innovation and investment in renewable energy

	 Encouraging energy efficiency

	 Creating opportunities in the land sector to cut pollution

Why is Australia cutting 
its carbon pollution?

The CSIRO, the Bureau of 
Meteorology, and Academies 
of Science from around the 
world have all advised that 
the world is warming and 
high levels of carbon pollution 
risk environmental and 
economic damage.

In Australia and across the 
globe, 2001 to 2010 was the 
warmest decade on record. 
Each decade in Australia since 
the 1940s has been warmer 
than the last.

Australia faces significant 
environmental and economic 
costs in a warmer, more 
unstable climate. Climate 
scientists advise that extreme 
weather events, such as 
droughts, heatwaves and 
bushfires, are likely to become 
more frequent and severe.

This threatens our homes, 
businesses and communities, 
and vital industries such as 
agriculture. Scientists agree 
that the worst effects of climate 
change can largely be avoided 
if we reduce carbon pollution to 
an acceptable level.
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The carbon price

Australia will have a price on carbon from 1 July 2012. It will be 
effective from 1 July 2012 through a cap-and-trade emissions 
trading scheme.

It will trigger the transformation of our economy and will create 
incentives to reduce pollution and invest in clean energy.

A carbon price is not a tax on households. Around 500 of the 
biggest polluters in Australia will pay for the pollution they emit, 
under a carbon pricing mechanism.

Many businesses and other entities already report their carbon 
pollution through the National Greenhouse and Energy Reporting 
Scheme. This will be the basis on which they will work out their 
liabilities under the carbon pricing mechanism.

Under the mechanism, a liable entity will pay for each tonne of 
carbon pollution that it emits. At the end of each year, the entity 
will surrender the number of carbon units which represents its 
total emissions to the Clean Energy Regulator or pay a charge. 
Liable entities will either buy units or acquire them through 
industry assistance measures, like the Jobs and Competitiveness 
Program, or the Energy Security Package.

The carbon pricing mechanism will start on 1 July 2012. In the first 
three years, the carbon price will be fixed. From 1 July 2015, the 
price will be set by the market.

	 In the 2012–13 financial year the carbon price will be $23 per 
tonne. It will then increase by 2.5 per cent a year in real terms.

	 From 1 July 2015, a cap will be placed on Australia’s total 
emissions and the carbon price will be determined by the market.

Australia will cut at least 
159 million tonnes of 
carbon pollution in the 
year 2020, which is the 
equivalent of taking 45 
million cars off the road.

All revenue from the carbon price will be used by the 
Government to:

	 assist households

	 support jobs and competitiveness

	 invest in clean energy and climate change programs

How will the carbon price 
reduce pollution?

Until now, emitting carbon 
has been free, so there’s no 
incentive for businesses to 
reduce carbon pollution.

Carbon will be more expensive 
to release into the atmosphere 
under a carbon price. This 
means that businesses will 
want to find ways to emit less 
carbon and save money.

They’ll do this by either 
becoming more efficient, or 
changing to less-polluting types 
of energy.

Economic experts around the 
world recognise that putting 
a price on carbon is the most 
environmentally effective and 
cheapest way to cut pollution.



6      An overview of the Clean Energy Legislative Package

Saving money and 
reducing pollution at home

Households that improve their 
energy efficiency can help the 
environment and save money. 
Because households that do 
use less energy will still get to 
keep all of their tax cuts and 
payment increases, households 
have a financial incentive to do 
their bit for the environment.

Helping households

Modest price impacts

The impact of the carbon price will be modest.

The carbon price will increase consumer prices by 0.7 per cent 
over 2012–13, as measured by the consumer price index (CPI). 
This is much smaller than the:

	 2.5 per cent increase from the GST and related tax changes

	 2.9 per cent average annual inflation between 2001–02 and 
2009–10.

Assistance to those who need it

The Government will ensure that those Australians that need help 
the most will get assistance for cost of living impacts. Around 
8 million households will soon receive some assistance through tax 
cuts, payment increases or both. Assistance will focus particularly 
on pensioners and low-and middle-income households.

Average weekly household spending will go up around $9.90, 
including $3.30 a week on the average electricity bill and $1.50 a 
week on the average gas bill. On average, households will receive 
$10.10 a week in assistance.

There are two ways that households will receive assistance:

	 increases in pensions, allowances and family payments, and

	 income tax cuts.

The assistance will mean:

	 pensioners and self-funded retirees will get up to $338 extra 
per year if they are single and up to $510 per year for couples, 
combined

	 families receiving Family Tax Benefit Part A will get up to an 
extra $110 per child

	 eligible families will get up to an extra $69 in Family Tax Benefit 
Part B

	 allowance recipients will get up to $218 extra per year for 
singles, $234 per year for single parents and $390 per year 
for couples combined

	 taxpayers with annual income of under $80,000 will all get a 
tax cut, with most receiving at least $300 per year

These extra payments and tax cuts are permanent.
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Supporting our jobs and businesses

Australian jobs will be supported through assistance to those 
businesses most affected by a carbon price. The Government 
has allocated around 40 per cent of carbon price revenue to help 
businesses and support jobs.

Industry assistance will support jobs and keep Australian industry 
strong, while creating incentives to invest in clean energy and 
energy efficiency. This will ensure the Australian economy remains 
competitive in a world which is moving to reduce carbon pollution.

The Jobs and Competitiveness Program will provide $8.6 billion in 
assistance between 2012 and 2015 to safeguard jobs in industries 
that face international competition and emit a lot of carbon 
pollution. This assistance is ongoing.

The Government is also delivering a $1.2 billion Clean Technology 
Program to help directly improve energy efficiency and reduce 
carbon pollution in manufacturing industries and support research 
and development in low pollution technologies.

The Coal Sector Jobs Package will support Australian coal mining 
jobs through $1.3 billion in assistance.

The carbon pricing mechanism will impose no red tape on small 
businesses—they will have no reporting or compliance obligations. 
The Government is delivering new measures to help small 
businesses improve energy efficiency and lower their costs. The 
instant asset write off for small businesses with turnover of less 
than $2 million per year will be increased to $6,500.

The Government will inject an extra $5 million to improve delivery of 
clean technology advice and other non-grant support programs for 
Australia’s small and medium businesses. These include the Industry 
Capability Network, Supplier Advocates and Enterprise Connect.

The $40 million Energy Efficiency Information Grants program 
will empower small and medium businesses and community 
organisations to improve their energy efficiency through targeted, 
industry specific advice how to reduce energy use.

How is fuel covered by the 
carbon price mechanism?

Households, on-road business 
users of light vehicles and the 
agriculture, forestry and fishery 
industries will not face a carbon 
price on the fuel they use for 
transport.

Non-transport use of fuel and 
some off-road transport will 
face an effective carbon price, 
through changes to the current 
fuel tax regime.

Heavy on-road vehicles will not 
face a carbon price from the 
commencement of the scheme. 
The Government intends to 
apply an effective carbon price 
on heavy on-road vehicles 
from 1 July 2014, but notes this 
measure was not agreed to by 
all members of the Multi-Party 
Climate Change Committee.

Large users of liquid fuels will 
be able to voluntarily opt-in to 
the carbon pricing mechanism 
from 1 July 2013.

Due to their zero-rating for 
carbon emissions, renewable 
fuels such as ethanol, biodiesel 
and renewable diesel will not 
be subject to a carbon price.

The carbon pricing mechanism
will impose no red tape

on small businesses
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Encouraging innovation 
in clean technology and  
the energy of the future

Australian’s electricity generation will be transformed by a 
carbon price.

The Energy Security Fund will support a secure energy market 
transition to a clean energy future. The Government will seek 
to negotiate the closure of around 2000 megawatts of highly 
emissions-intensive generation capacity by 2020 and provide 
transitional assistance to Australia’s most emissions-intensive 
coal-fired generators.

A smooth transition to a clean energy future is in our national 
interest. It will encourage the development of electricity generation 
technologies that emit less pollution. Over time, power stations will 
be replaced with new low-pollution technology, driving a shift from 
coal to gas and renewable generation.

This transformation of the energy sector will drive around 
$100 billion in investment in renewable electricity generation 
over the period to 2050. The Government’s plan to support this 
investment includes:

	 commercialisation and deployment of clean technologies 
through the $10 billion of investment by the Clean Energy 
Finance Corporation

	 innovation of renewable energy technologies through the 
$3.2 billion Australian Renewable Energy Agency

	 research and development and its early commercialisation in 
the areas of clean and low emission technologies through the 
$200 million Clean Technology Innovation Program

	 increased use of renewable energy through the carbon price 
and the Renewable Energy Target.

A smooth transition to a
clean energy future

is in our national interest
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Improving energy efficiency 
and reducing pollution

By improving energy efficiency, we can achieve the same level of 
economic output using less energy than we do now, and we can 
reduce carbon pollution.

We have many opportunities for improving energy efficiency 
throughout our economy.

Households

Australian households can take practical steps to use energy 
more efficiently. We can do this by using better home design and 
construction, changing the way we use energy and the choices we 
make when selecting and using household appliances.

The $100 million Low Income Energy Efficiency Program will 
provide grants to consortia of local councils, community and 
welfare organisations, state and territory governments and energy 
retailers and service companies to trial and evaluate approaches to 
improve the energy efficiency of low income households.

The $30 million Home Energy Savers Scheme will provide advice 
and information on energy efficiency and financial management to 
low income households.

Business

Businesses can adopt energy-efficient technologies and production 
systems, eliminating waste, lowering costs and reducing pollution. 
Australian Governments also have a role to play. For example, the 
Energy Efficiency in Government Operations policy has set targets 
to reduce the amount of energy used per person in Government 
office buildings.

The $40 million Energy Efficiency Information Grants will provide 
grants to industry associations and nonprofit organisations 
to deliver information to small and medium enterprises and 
community organisations about the impacts of a carbon price 
and suggest practical steps to manage these impacts.

Communities

The $200 million Community Energy Efficiency Program will 
provide grants to local councils and not-for-profit community 
organisations to make energy efficiency upgrades to council and 
community-use buildings, facilities and lighting.
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New opportunities in our regions

Regional Australia will play a vital role in Australia’s clean 
energy future. Over eight million Australians live outside our 
major capital cities and two-thirds of the nation’s export earnings 
are generated in our regions.

Some regional communities with industries that emit a lot of 
carbon pollution may need assistance as Australia moves to a clean 
energy economy.

The Government will assist regions if they are strongly affected 
by the introduction of a carbon price. If required this assistance 
will be tailored to the needs of individual communities and will be 
delivered through a combination of additional funding for existing 
programs, as well as the development of new or modified programs 
where appropriate.

Creating opportunities on the land

Around $1 billion will be spent over the next four years to help 
farmers and land managers pursue climate change action on the 
land and promote biodiversity.

The carbon price will not apply to agricultural emissions. Farmers 
will not need to pay for emissions from livestock or fertiliser use. 
Farmers and land managers will have the opportunity to gain 
rewards through the Carbon Farming Initiative.

The Carbon Farming Initiative is a carbon offsets scheme that 
creates new economic opportunities for farmers, forest growers 
and land managers while also helping the environment by reducing 
carbon pollution. Farmers and land managers will be able to 
generate credits that can then be sold to other businesses wanting 
to offset their own carbon pollution.

Carbon credits represent reductions in greenhouse gases in the 
atmosphere through increasing the amount of carbon stored in 
soil or trees. For example, by either growing a forest or reducing 
tillage on a farm in a way that increases soil carbon, or reducing or 
avoiding emissions through the capture and destruction of methane 
emissions from landfill or livestock manure.

Other opportunities on the land include funding for biodiverse 
carbon stores and policies to help farmers and land managers 
make the most of carbon farming opportunities.

Helping Indigenous 
communities towards the 
clean energy future

Remote indigenous 
communities will also be part 
of the transformation to a clean 
energy future.

The Remote Indigenous Energy 
Program will help Indigenous 
communities to access clean, 
affordable and reliable 24-hour 
power supplies.

The Indigenous carbon farming 
fund will help Indigenous 
Australians to take full 
advantage of the Carbon 
Farming Initiative.



To find out more about a Clean Energy Future visit  
www.cleanenergyfuture.gov.au or call 1800 057 590
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