Senate Environment, Communications, Information Technology & the Arts Legislation Committee
ANSWERS TO QUESTIONS ON NOTICE

Environment and Heritage

Australian Greenhouse Office

Senate Estimates 2002-2003, (20 Nov 2002)


Outcome:
Australians working together to meet 

Question: 1
the challenge of climate change
Output: 
Promoting Sustainable Energy
Division: 
Australian Greenhouse Office
Topic: 
Gas emission studies
Hansard Page ECITA:  113
Senator Carr asked:

Has the AGO undertaken gas emission studies which support the CSIRO study indicating that most ethanol plants using current technology and feedstock grown for fuel production will not be able to meet the Greenhouse Gas Abatement Program criteria?

Answer:

No. The AGO is however continuously seeking to update its knowledge on the impacts of a broad range of fuels, as they vary over time.

Outcome:
Australians working together to meet


Question:  2

the challenge of climate change

Output: 
1.2 Taking Early Action
Division: 
Australian Greenhouse Office
Topic: 
Greenhouse Challenge
Hansard Page ECITA:  122
Senator Wong asked:

I was trying to clarify the different ways in which it appears the abatement estimates have been made in relation to the Greenhouse Challenge program. Perhaps if we start with the second national report under the United Nations Framework Convention on Climate Change where there are two figures: 21 megatonnes and 9.1 megatonnes. Minister Kemp’s press release of May 2002 indicates abatement of 30 million tonnes by 2000 and the third national communication indicates a range of 6.7 megatonnes to 10.3 megatonnes. There is a significant variation in the abatement estimates there. Could you clarify why that would be the case?

Answer:

The range of abatement figures referenced in the question arise because they represent a mixture of forecast abatement by 2010 and actual reported abatement in 2000;  were generated at different times;  and have been developed using different methodologies.

Minister Kemp’s media release of 14 May 2002 states that Greenhouse Challenge members had “reported total annual emission abatement of more than 30 million tonnes CO2-e”. This statement was based on the best information available at the time – members had reported that level of abatement. As explained at the hearing, the current round of independent verification (which is not yet complete) identified that several members of the Greenhouse Challenge program had been inadvertently reporting their cumulative abatement as annual abatement. The effect of this error had been to significantly overestimate the reported abatement performance of these members. Following identification of this problem, program data was carefully reviewed in mid-2002 and the overall reported annual abatement figure for the program was revised downwards to 19.2 million tonnes CO2-e.

Outcome:
Australians working together to meet


Question:  3

the challenge of climate change

Output: 
1.2 Taking Early Action
Division: 
Australian Greenhouse Office
Topic: 
Greenhouse Challenge
Hansard Page ECITA:  123
Senator Wong asked:
Are you able to give us a figure as to the total revision downwards as a result of the verification process?

Answer:

The overall reported annual abatement figure for the program has been revised to 19.2 million tonnes CO2-e. This figure significantly exceeds the original target of 15 million tonnes CO2-e for the program (as set out in the Greenhouse Challenge Implementation Plan) and is within 10% of the forecast of 21 million tonnes CO2-e included in the second National Communication in 1997.

Outcome:
Australians working together to meet


Question:  4

the challenge of climate change

Output: 
1.2 Taking Early Action
Division: 
Australian Greenhouse Office
Topic: 
Greenhouse Challenge
Hansard Page ECITA:  123
Senator Wong asked:

Greenhouse Challenge program - current figure is 19.2 megatonnes as the total reported abatement - so it is 30 percent less than the Minister’s announcement in May?
Answer:

The 19.2 million tonnes CO2-e figure is lower than the figure quoted in Minister Kemp’s statement of 14 May 2002. The Minister’s statement was based on the best information available at the time – members had reported that level of abatement. However, as explained at the hearing, the current round of independent verification (which is not yet complete) identified that several members of the Greenhouse Challenge program had been inadvertently reporting their cumulative abatement as annual abatement. The effect of this error had been to significantly overestimate the reported abatement performance of these members. Following identification of this problem, program data was carefully reviewed in mid-2002 and the overall reported annual abatement figure for the program was revised to 19.2 million tonnes CO2-e.

Outcome:
Australians working together to meet


Question:  5
the challenge of climate change

Output: 
1.1 Leading the Agenda
Division: 
Australian Greenhouse Office
Topic: 
Australia-US Climate Action Partnership
Hansard Page ECITA:  123
Senator Wong asked: 

How many trips have AGO staff made to the United States to progress the CAP? Also indicate the approximate cost of that.

Answer:
AGO staff have made 5 trips to the US during 2002 with the primary purpose of progressing the Australia-US Climate Action Partnership. In addition to these CAP specific trips, AGO staff have utilised opportunities to progress the CAP while in the US on other business. 
The total travel costs associated with the CAP element of the 5 trips are approximately $55,000. Two of the trips were associated with travel to other countries on other business. Fifty per cent of the air travel for these two trips was allocated to the CAP component of the trip.

Outcome:
Australians working together to meet


Question:  6

the challenge of climate change

Output: 
All
Division: 
Australian Greenhouse Office
Topic: 
New AGO Office
Hansard Page ECITA:  On notice
Senator Carr asked:


1.
New greenhouse friendly offices are being constructed for the AGO, is that correct?


2.
When do you anticipate moving to the new offices?


3.
How much money has been spent on the new offices?


4.
What is the total budget?


5.
What will the rent be?


6.
How many staff will it accommodate?


7.
How many staff are currently employed at the AGO?


8.
What are the total greenhouse gas emissions for your current offices?


9.
How big are your current offices? (in area)


10.
What are the total expected greenhouse gas emissions for the new office?


11.
How big are the new offices? (in area)


12.
Given the speculation and the underspending, do you think the AGO will exist when the building is complete?

Answers:


1.
Yes


2.
August 2003


3.
Expenditure to end of November 2002 on project management and design fees amounts to $193,317. These costs relate only to fitout.


4.
$8.5 million with $5.5 million base building costs coming from Department of Finance and Administration (the building owner) and $3 million fitout costs coming from Department of Environment and Heritage.


5.
The rent is expected to be the same as the John Gorton Building presently  $308.19 sqm


6.
180


7.
180


8.
275 tonnes CO2 equivalent for 2001-02


9.
3,576 sqm


10.
The operations of the building will generate zero greenhouse emissions with the use of 100% greenpower


11.
Preliminary measurements indicate office space will be 3,200sqm.


12.
Unable to answer as that is a policy decision for Government 

Outcome:
Australians working together to meet


Question:  7

the challenge of climate change

Output: 
Output Group 3: Promoting Sustainable Energy
Division: 
Australian Greenhouse Office
Topic: 
Parer Report on the COAG Energy Market Review
Hansard Page ECITA:  On notice
Senator Carr asked:


1.
Taken at face value, what are the consequences of the recommendations on AGO programs and other federal greenhouse initiatives such as:



The Mandatory Renewable Energy target?



The Greenhouse gas abatement program?



The Generator efficiency standards?


2.
Are these programs incompatible with an emissions-trading scheme?


3.
Will the AGO be formally responding to the Reviews recommendations?


4.
The review focussed on lowest cost greenhouse gas abatement – do you think that is an appropriate way to address climate change?


5.
Does the AGO support this approach to emission abatement?


6.
Did you voice any concern during the review about this approach?


7.
Did the staff member seconded to the review raise any concerns?


8.
How were AGO concerns taken into account?


9.
Did the AGO raise concerns over the greenhouse implications of the Stuart Shale Oil Project?  How were they taken into account?

Answers:


1.
It is inappropriate for the AGO to make any comment on the draft recommendations, or prior to the Commonwealth’s and COAG’s consideration of the Review’s final recommendations.


2.
It is inappropriate for the AGO to make any comment on the draft recommendations, or prior to the Commonwealth’s and COAG’s consideration of the Review’s final recommendations.


3.
The AGO has been advised by Review’s secretariat that submissions should address omissions and errors in the draft report. Any response by the AGO will be in this context. 

4.
The terms of reference for the Review referred to the ‘relative efficiency and cost effectiveness of options within the energy market to reduce greenhouse gas emissions’. The Government is committed to greenhouse policies and measures that promote cost effective abatement actions.


5.
It is inappropriate for the AGO to make any comment on the draft recommendations, or prior to the Commonwealth’s and COAG’s consideration of the Review’s final recommendations. The AGO supports the Government’s commitment to greenhouse policies and measures that promote cost effective abatement actions.


6.
The AGO provided two submissions to the Review in the lead up to the release of the draft report. The AGO suggested a number of possible approaches to addressing emissions in the stationary energy sector in these submissions, but did not advocate a national emissions trading system over other policy approaches.


7.
It would have been inappropriate for the AGO staff member seconded to the Review secretariat to comment on recommendations of the draft report.


8.
The AGO made two written submissions to the Review’s Issues Paper (available on the Review’s website), and an oral presentation to the Expert Panel, as part of the Review’s consultation process. The AGO has also provided advice on a number of issues in response to formal requests from the Secretariat.

9.
The Australian Greenhouse Office did not comment on the Stuart Shale Oil project in its submissions to the Review.

Outcome:
Australians working together to meet


Question:  8

the challenge of climate change

Output: 
Output 1.1 Leading the Agenda
Division: 
Australian Greenhouse Office
Topic:
 
The Report recommends the introduction of a nation wide emission 

trading system
Hansard Page ECITA:  On notice
Senator Carr asked:


1.
What work has the AGO done on a nation wide emission trading system?


2.
Does the AGO’s work support the Parer Review’s assertion that such a trading system would lead to cheaper and more targeted abatement?


3.
I’m sure you are aware of the modelling by Allen Consulting that suggests the least cost approach to abatement is an emissions trading scheme which is complemented by targeted measures (such as a halt to land clearing) - would you agree with that assessment?


4.
What are the downsides of a purely ‘low cost of abatement’ approach? (eg: on development of job creating renewable energy industries)


5.
Does the AGO support the establishment of a nationwide emission-trading scheme?

Answers:


1.
The AGO has released four discussion papers on the establishment and design of a national emissions trading system. It has also released a number of other consultation papers, submissions and consultancy reports on emissions trading and related issues. These publications are available from the AGO’s web site.
See Q10 and Q 9 - Emissions trading

2.
The AGO suggested a number of possible approaches to addressing emissions in the stationary energy sector in its submissions to the Review. Options for achieving cost effective abatement under an emissions trading system were explored, but the AGO’s advice did not compare these costs with other policy approaches. In theory, emissions trading has the potential to deliver abatement at least cost to the national economy. Whether this potential could be fulfilled would depend, however, on the reduction of a number of practical design and implementation issues.

See Q10 and Q 9 - Emissions trading

3.
AGO analysis indicates that it may not be cost-effective to extend coverage of an emissions trading system to all emission sources. Complementary measures for non-covered sectors, including reductions to land clearing, could help to establish a consistent set of economy-wide abatement incentives and guard against focusing the abatement burden on those that are easiest to target under an emissions trading scheme. Complementary measures make sense in this regard as part of a comprehensive least cost package.


4.
A low cost abatement approach is efficient and can support long term objectives of competitiveness, growth and job creation. However, governments may also wish to use additional measures to stimulate growth of particular activities or industries, and to take additional social and environmental factors into account. 


5.
It is inappropriate for the AGO to comment on policy matters.

Outcome:
Australians working together to meet


Question:  9

the challenge of climate change
Output: 
Output Group 1 & 3: Leading the Agenda and Promoting Sustainable Energy
Division: 
Australian Greenhouse Office
Topic: 
“To ensure its competitiveness”, the Parer Review recommends traded goods sector would be exempted from carbon costs until Australia’s major trading partners introduced similar schemes – giving coal and Aluminium industries protection.
Hansard Page ECITA:  On notice
Senator Carr asked:


1.
What work has the AGO done on national emission trading schemes?


2.
If so, is the AGO’s work consistent with the Reviews recommendations to exempt the traded goods sector?



3.
Would such an approach be consistent with other national trading schemes being proposed elsewhere?


4.
Would a scheme based on this model be consistent with a future international trading scheme?


5.
Would the exception proposed in the national scheme cause problems for a future international trading scheme?

Answers:

1. The AGO has released four discussion papers on the establishment and design of a national emissions trading system. It has also released a number of other consultation papers, submissions and consultancy reports on emissions trading and related issues. These publications are available from the AGO’s web site.

2.
The AGO’s analysis indicates that firms for which emissions costs are a high proportion of their total costs and which have limited capacity to pass these on are likely to come under pressure to reduce profit and/or production levels. Under current international arrangements, industries that are greenhouse-intensive and face significant competition from developing countries or the USA are prima facie areas for policy concern. 



In its submission to the Review the AGO canvassed a range of options that exist that can help address the competitive threat that Australia’s emissions intensive and trade-exposed industries, including exemptions, subsidies, border adjustments other compensating measures. 


3.
It is too early to tell whether the Review’s proposal for an emissions trading scheme in Australia would be consistent with other national trading schemes as design issues relating to coverage, scope and transitional arrangements in other countries are still to be resolved. However, the competitive impact of an emissions trading scheme on greenhouse-intensive industries in the traded goods sector is a common issue of concern in other countries.


4.
Consistency of a national emissions trading scheme with a future international trading scheme would depend on the detailed design of the schemes, including the type of approach (eg cap and trade or baseline and credit), coverage, scope, permit allocation, monitoring and verification, acquittal and compliance arrangements. 


5.
These issues and concerns are shared by many countries. The eventual impact of such shared concerns on any international trade arrangements is unclear.
Outcome:
Australians working together to meet the

Question:  10

challenge of climate change

Output: 
Output Group 1 & 3: Leading the Agenda and Promoting Sustainable Energy
Division: 
Australian Greenhouse Office
Topic: 
There are many other greenhouse gas abatement initiatives in place - Mandatory Renewable Energy Target (MRET), Generator Efficiency Standards, the Greenhouse Gas Abatement Program – Stationary Energy Projects, the NSW Greenhouse Benchmark Scheme and the Queensland 13% Gas Scheme.
Hansard Page ECITA:  On notice
Senator Carr asked:


1.
Are these schemes compatible with a national trading scheme?


2.
Are these schemes generally delivering the abatement outcomes anticipated?


3.
Could a national trading scheme in itself deliver enough abatement to meet Australia’s Kyoto target?


4.
Has the AGO done any modelling on this?


5.
Has anyone else?


6.
Are you concerned that the Parer Review would suggest such an approach when it is unproven?


7.
How much abatement is attributable to MRET?


8.
How much investment has been stimulated by MRET?


9.
How much investment in the renewable energy sector relies upon the existence of MRET?


10.
Abolishing MRET would seriously undermine the AGO wouldn’t it?


11.
Have you received any contact from the Renewable Energy Action Agenda participants about the Parer Review recommendations?


12.
If so, what have these concerns centred around?

Answers:


1.
It is inappropriate for the AGO to make any comment on the draft recommendations, or prior to the Commonwealth’s and COAG’s consideration of the Review’s final recommendations.

2.
The MRET and GES measures were announced under the 1997 Safeguarding the Future:  Australia’s Response to Climate Change package. Most of the programs in this package are now either fully implemented or substantially completed. 


The GES measure was introduced on 1 July 2000, and is expected to save about 4 Mt of CO2-e each year by 2010. Currently, the program has signed up or obtained commitment from large to medium electricity generating companies in Australia. Program coverage represents 85% of Australia's electricity generation capacity from fossil fuel sources.



The MRET measure came into effect in April 2001. By the end of the first compliance period (31 December 2001), there was clear evidence that MRET was providing a strong stimulus to the growth of the renewable energy industry. Industry analysts indicate that the 2010 target could be met from the new capacity that is either currently committed or being planned.



The GGAP measure was announced under the Government’s Measures for a Better Environment and aims to funding for abatement action that is additional to abatement achieved under existing measures. GGAP is providing for cost effective abatement action (funding per tonne is in the range of $4-8 per tonne of CO2-e).


3.
Emissions trading is designed around an emissions constraint. It would be feasible for this constraint to be applied in order for Australia to deliver on its Kyoto target. However, using emissions trading alone to achieve the Kyoto target (particularly in a situation of partial national emissions coverage) would not necessarily be the most efficient or equitable policy approach.


4.
Current macroeconomic models are designed to model a carbon tax and therefore not geared to fully capture some of the subtle implications of various design options that might be considered under an emissions trading system. However, the economic impacts of a carbon tax and emissions trading are sufficiently similiar that, in the past, the AGO has drawn broad inferences from these models about the impacts of an emissions trading system.



ABARE and the McKibbin Software Group (MSG), on behalf of the Commonwealth, have conducted the most recent modelling analysis of the economic impacts to Australia of ratifying the Kyoto Protocol and meeting Australia’s target of 108% of 1990 emissions over the period 2008-12. 


5.
The Allen Consulting Group has also published independent modelling analysis of the impact of an emissions trading scheme for Australia.


6.
It is inappropriate for the AGO to make any comment on the draft recommendations, or prior to the Commonwealth’s and COAG’s consideration of the Review’s final recommendations.


7.
Australia’s Third National Communication attributes abatement of 6.7–7.8 Mt CO2-e to MRET by 2010.

8.
Modelling work undertaken during the development of MRET indicated that additional investment of $1.8 – $3 billion would be required to meet the target over the period to 2010. Specific information on actual investment is not readily available as it is usually commercial-in-confidence.

9.
Information supporting investment decisions is not readily available as it is usually commercial-in-confidence. 


10.
The MRET is just one measure amongst a broad range of policies and programs for which the AGO is responsible. AGO initiatives encompass issues such as transport, sustainable energy supply, energy efficiency measures, community and industry partnerships (including Greenhouse Challenge), international partnerships, and generator efficiency standards.

11.
No.

12.
Not applicable.
Outcome:
Australians working together to meet


Question:  11

the challenge of climate change

Output: 
Output Group 3: Promoting Sustainable Energy
Division: 
Australian Greenhouse Office
Topic: 
The (Parer) Report also suggests that a national trading scheme would remove the need for a government agency or regulator
Hansard Page ECITA:  On notice
Senator Carr asked:


1.
Has this scenario – the removal of the need for a government agency or regulator - been discussed with the AGO?


2.
Does this aspect of the Review provide a source of concern about the future of the AGO?


3.
Was the AGO staff member on the Review aware of this?



Did they voice any concerns with this approach?



Were those concerns ignored?

Answers:


1.
No


2.
It is inappropriate for the AGO to make any comment on the draft recommendations or prior to the Commonwealth’s and  COAG’s consideration of the Review’s final recommendations (due for release on 20 December 2002).

3.
It would be inappropriate for the AGO staff member seconded to the Review secretariat to comment on recommendations of the draft report.

Outcome:
Australians working together to meet


Question: 12
the challenge of climate change

Output: 
1.1 Leading the Agenda
Division: 
Australian Greenhouse Office
Topic: 
Australia-US Climate Action Partnership
Hansard Page ECITA: On notice
Senator Car asked: 

a) What has Australia gained from the partnership?

b) How is CAP progress and outcomes being documented in Australia?

c) How is CAP progress and outcomes being documented in the US?

d) Can I have a copy of this documentation?

e) Are you aware that the Partnership has been dubbed the ‘Climate Inaction Partnership’? what is your response to that?

f) Has the CAP included discussions about the ratification of the Kyoto Protocol?

g) Has the CAP included discussions about international trading and the US and Australia being locked out of international markets?

Answer:

a)
The Partnership focuses on practical approaches towards dealing with climate change including:

· Emissions measurement and accounting;

· Climate change science;

· Stationary energy technologies;

· Engagement with business to create economically efficient climate change solutions;

· Agriculture and land management; and

· Collaboration with developing countries to build capacity to deal with climate change.

An initial work program of 19 projects was announced in July 2002. Through these projects Australia will gain:

· enhanced collaboration on scientific research that will improve understanding of southern hemisphere climate systems, and address key areas of climate change uncertainty;

· information and experience on policies and approaches, and sharing of tools developed by both countries, that will assist industry action on reducing greenhouse emissions; 

· Australian and US industry collaboration on the development of renewable energy and other cost effective technologies that will reduce greenhouse gas emissions, such as trapping carbon dioxide emissions underground and advanced cleaner coal utilisation technologies;

· Strengthened capabilities for accounting for emissions from forestry and agriculture activities.


The benefits of the Partnership, and these projects, to Australia are beginning to be realised. Benefits to date include a greater level of access to information, expertise and technologies to reduce emissions; an opportunity to harmonise approaches to accounting to minimise costs for companies operating across Kyoto and non-Kyoto countries; and strengthening of government-business-research networks on greenhouse mitigation and climate change science in both countries.

b)
Progress and outcomes of the Australia-US Climate Action Partnership are documented in media releases, articles and information on the AGO website: http://www.greenhouse.gov.au.

c)
The Australian Greenhouse Office is not in a position to advise on the internal workings of the US Administration. 

d)
Information is available on the AGO website: http://www.greenhouse.gov.au.

e)
Please refer to a) above.

f)
Please refer to a) above.

g)
Please refer to a) above.

Outcome:
Australians working together to meet


Question:  13

the challenge of climate change
Output: 
Promoting Sustainable Energy
Division: 
Australian Greenhouse Office
Topic: 
Commonwealth Fleet
Hansard Page ECITA:  On notice
Senator Carr asked:


1.
What role is the AGO playing in the implementation of the Commonwealth Fleet Target?  Can you give any indication as to what the Target will result in? How will this be achieved?  What progress has been made in the development of these targets. Will the Commonwealth Fleet Target meet its 2003 implementation deadline?  If yes, when is it anticipated?  If no, why not?  Has any costing been undertaken at this stage?


2.
What other departments is the AGO working with on the Targets?


3
How many Honda Prius are in the fleet?


4.
Are there any requirements for Honda Prius’s to make up a portion of the fleet?


5.
Have there been any problems with this car so far?


6.
Has anyone returned the car within a month? Who? Why?


7.
Within 6 months? Who? Why?

Answers:


1.
The Prime Minister’s 1997 statement  Safeguarding the Future calls for the “…development of for challenging but realistic fuel efficiency targets for the Commonwealth car fleet from 2003.” Measure 5.10 of the National Greenhouse Strategy includes provision for “…the development of options for challenging but realistic fuel efficiency targets from 2003, and the use of alternative fuels, for government car fleets...”.



The AGO is investigating options and is in the process of consulting with agencies on this issue. An approach is yet to be finalised.


2.
To date the AGO has consulted with the Department of Finance and Administration, Environment Australia, Centrelink, Department of Treasury, Department of Prime Minister and Cabinet, and the Department of Industry, Tourism and Resources.



The Department of Finance and Administration has provided the following answers:


3.
There are 4 Toyota Prius in the fleet.


4.
No.


5.
Finance is unaware of any problems with the Prius in the Commonwealth fleet.


6.
Not to Finance’s knowledge. All 4 Prius leases remain on foot. No Prius leases have been terminated.


7.
Not applicable.

Outcome:
Australians working together to meet


Question: 14
the challenge of climate change

Output: 
All
Division: 
Australian Greenhouse Office
Topic: 
AGO fleet
Hansard Page ECITA:  On notice
Senator Carr asked:
· What is the average engine capacity and fuel efficiency of AGO cars?

· Can you provide this by job level?

· What is the total fuel use by the AGO fleet?

· Can we get the size of the fleet and total annual fuel use for each year since the AGO was formed?

· How do your September expenditure figures for meeting the target compare against forecasts?

· If you have an underspend, please explain why?

Answers:

· The AGO corporate fleet vehicle is a 1600cc Toyota Prius hybrid car with fuel consumption of 6.56L/100 kms. AGO executive vehicles have an average engine capacity of 2800cc and an average fuel consumption of 10.16 L/100kms for 2001-02 

· Refer to previous answer

· 12,377 litres for 2001-02

· 7 including 5 executive vehicles for 1998-99

· 9 including 7 executive vehicles for 1999-2000

· 8 including 7 executive vehicles for 2000-01

· 9 including 7 executive vehicles for 2001-02

· AGO does not have information on total fuel usage by AGO prior to 2001-02

· To the end of November 2002, the AGO has expensed $30.4m or 27% of its Budget estimate. This is slightly behind forecasts due primarily to slippage in grant milestone payments.  Follow-up with the relevant grantees indicates that the majority of these milestones will be achieved this financial year.

· Refer to previous answer

Outcome:
Australians working together to meet


Question: 15

the challenge of climate change

Output: 
Promoting Sustainable Energy
Division: 
Australian Greenhouse Office
Topic: 
Fuel Consumption Labels
Hansard Page ECITA:  On notice
Senator Carr asked:

Further to the AGO’s “Environmental Strategy for the Motor Vehicle Industry”, the Government says it is currently working with relevant stakeholders to broaden the fuel efficiency labelling scheme to include vehicles up to 3.5 tonnes gross mass. This is to be in place by January 1, 2003.

· What is the status of these negotiations?

· Who is part of the consultation process?

Is this initiative on track for implementation on January 1, 2003?

Answer:

The Australian Design Rule 81/00 was revised in 2002 to extend fuel consumption labelling to all vehicles up to 3.5 tonnes and to introduce carbon dioxide emissions labelling to all vehicles up to 3.5 tonnes. ADR 81/01 was Gazetted on 16 September 2002. The label is mandatory for new models from 1 July 2003 and mandatory for all new vehicles from 1 January 2004.
Outcome:
Australians working together to meet


Question:  16

the challenge of climate change
Output: 
Promoting Sustainable Energy
Division: 
Australian Greenhouse Office
Topic: 
National Average Fuel Consumption
Hansard Page ECITA:  On notice
Senator Carr asked:

The above mentioned strategy (Environmental Strategy for the Motor Vehicle Industry) also states the Government is in negotiation to set a National Average Fuel Consumption Target (NAFC) for new passenger vehicles for 2005 and 2010. 


1.
What progress has been made on these negotiations?


2.
What process is involved in establishing the NAFC?


3.
Does the AGO stand by its previous estimate that a target of 15 per cent against business as usual would see the NAFC at 7.2 litres per 100 kilometres by 2010.


4.
Does the AGO accept that this is going to be an increasingly difficult target to meet, particularly considering the increase in 4WD’s share of total passenger fleet vehicles due to their higher fuel consumption?

5.
Does the AGO accept the criticism of the Australian Automobiles Association in its May 2002 Submission to the Productivity Commission Inquiry into Post 2005 Assistance Arrangements for the Automotive Manufacturing Sector stated; “There appears to have been little or no progress by the industry in setting fuel efficiency targets for NAFC which the Commonwealth expected would yield 15% improvement over business as usual by 2010”?

Answers:


1.
The AGO is continuing to work with the automotive industry towards reaching agreement on a satisfactory national average fuel consumption target for passenger vehicles for 2010.


2.
National Average Fuel Consumption is calculated annually by the Federal Chamber of Automotive Industries (FCAI) according to formula described in the FCAI’s Voluntary Code of Practice for Reducing the Fuel Consumption of New Passenger Cars.


3.
The Government is negotiating with the automotive industry to secure a 15 percent improvement in NAFC for new passenger vehicles by 2010 compared with business as usual. A range of targets is under consideration in these negotiations.


4.
No target has been agreed.


5.
The AGO is continuing to work with the automotive industry towards reaching agreement on a satisfactory national average fuel consumption target for passenger vehicles for 2010.

Outcome:
Australians working together to meet


Question:  17

the challenge of climate change
Output: 
All
Division: 
Australian Greenhouse Office
Topic: 
AGO Underspending
Hansard Page ECITA:  On notice
Senator Carr asked:

1. Can the AGO explain why year after year there is a significant underspend against budgeted funding despite annual downward revisions of forward estimates?

2. The Measures for a better environment initially promised $796 million over 4 years, revised to $584m over 4 years in the 2001-02 budget and was the revised to $254m over the same 4 years in the latest budget – about a third of the original commitment. Does the AGO anticipate this trend continuing?

3. What proportion of this years budget has already been expended?  Will the AGO meet its budgeted expenditure this year?

4. If not, why has it budgeted that amount?

5. If so, why has it had such a significant underspend in previous years?

6. Has the AGO been subjected to pressure by Treasury to account for its significant underspend in previous years?

7. Do you think you may lose funding in future if you do not spend the money allocated in the budget?

Answers:


1.* In 1998-99 to 1999-2000 underspends occurred due to the requirement to establish the range of new programs funded under the Safeguarding the Future package. This included developing guidelines for grant programs. Further, grant programs were developed on the basis that grant payments would be made on the basis of the achievement of project milestones by grantees, often over several years – the timeline for the projects.

Underspends in 2000-01 and 2001-02 relate primarily to programs under the Measures for a Better Environment package. Funding provided under this package, assumed that program guidelines would be operational from the beginning of 2000-01. This was true for the Photovoltaic Rebate Program (the commencement of which was brought forward to 1999-2000) and the Renewable Energy Commercialisation Program (RECP), however, for RECP, funding is provided to grantees on the basis of the achievement of project milestones which can range over up to 3 years. 
In relation to the:

· Greenhouse Gas Abatement Program, program guidelines required extensive development, with applications subject to extensive technical and financial assessments, a lengthy approval process and with payments to be made based on the achievement of project milestones, scheduled over up to 8 years.

· Renewable Remote Power Generation Program, program guidelines required development including extensive consultation with the States (and Northern Territory). Development of individual projects by the States has also required extensive consultation with industry, and remote communities, with payments made on the basis of achievement of project milestones over up to four years.

· Alternative Fuels Conversion Program, funding was based on industry advice that there were market-ready vehicles and engine packages that would meet the AFCP’s twin goals of improvements in air quality and greenhouse gas emissions. This assumption has been proved correct in the bus market where Australia now has the highest proportion of natural gas-powered buses in the world. The assumption has not proved correct for the heavy truck market where vehicle and engine packages are only now coming forward onto the market.

The Government recognised the misalignment of funding with expenditure requirements for these programs and in the 2002-03 Budget, rephased funding across the forward years to match with commitments and estimated expenditure requirements.


2.
As stated above, the Government recognised the misalignment of funding with expenditure requirements for these programs in the 2002-03 Budget, rephasing funding across the forward years to match commitments and estimated expenditure requirements. Expenditure against Budget estimates is still, however, dependent to a large extent on grantees achieving project milestones, which is not totally within the control of the AGO.


3.
To the end of November 2002, the AGO has expensed $30.4m or 27% of its Budget estimate. This is slightly behind forecasts due primarily to slippage in grant milestone payments.  Follow-up with the relevant grantees indicates that the majority of these milestones will be achieved this financial year.



At present, subject to grantees achieving milestones on schedule, we do not expect any substantial variation to our budgeted expenses.


4.
Not applicable.


5.
See answer to first question above, marked *.


6.
The Government looked closely at this issue in the 2002-03 Budget, resulting in the rephasing of funding to align with funding commitment and expenditure requirements.


7.
Funding for 2002-03 and beyond relates almost entirely to programs funded under the Measures for a Better Environment package, the majority of which is committed:



Greenhouse Gas Abatement Program

· Remaining funding at 30 June 2002 - $373m
· Total Commitments Outstanding at 5 Nov 2002 - $223m
· Round 1 Grants:  $90m 

· Round 2 Grants announced: $48m 

· Round 2 Grants unannounced: $19m 

· Biofuels: $5m

· Domestic and International New Policy Measures from the 2001-02 Budget: 37m 

· National Carbon Accounting System & Cool Communities: $5m

· Administration: $19m 

Renewable Remote Power Generation Program

· Remaining funding at 30 June 2002 - $163m
· Total Commitments Outstanding at 5 Nov 2002 - $98m 

Alternative Fuels Conversion Program

· Remaining funding at 30 June 2002 - $61m
· Total Commitments Outstanding at 5 Nov 2002 - $4m 

Renewable Energy Commercialisation Program

· Remaining funding at 30 June 2002 - $23m
· Total Commitments Outstanding at 5 Nov 2002 - $17m.

· PVRP – Remaining funding at 30 June 2002 - $8m
· Total Commitments Outstanding at 5 Nov 2002 - $4m 

Outcome:
Australians working together to meet

Question:  8

the challenge of climate change
Output: 
1.2 Taking Early Action
Division: 
Australian Greenhouse Office
Topic: 
Greenhouse Challenge Verification Process
Hansard Page ECITA:  On notice
Senator Carr asked:

1. How much greenhouse gas has the Greenhouse Challenge reported as abatement?

2. What was the original figure?

3. Why has the figure changed?

4. Why were the original forecast estimates of abatement so wrong?

5. Was this revised figure used in the Greenhouse Gas Inventory, or the original figure of 30?  Can you please indicate for each program whether the revised estimate or the original estimate was used in the greenhouse gas inventory?

6. What other programs had their forecast estimates of abatement revised down?  Could you please give me a list of all these programs.

7. Have any AGO programs in fact delivered more abatement than expected?

8. What has been the net effect of these revisions on the accuracy of the 111% Kyoto projections? Is it enough to alter the 111% figure? If so, that means we are even further away from our 108% target doesn’t it?

9. Did the projections of 111% during the current commitment period take into consideration all known emerging industry projects over the next 10 years? Have new greenhouse gas projects been announced since the projections were made and can you list them? Are these projects likely to have an impact on the 111% figure? Will this impact be significant?

10. Can you please provide a breakdown of expenditure of the Greenhouse Challenge program since its inception.

11. Has all of this funding resulted in abatement that would not otherwise have occurred?

12. What is the average cost per Mt CO2 of abatement for say tree planting to sequester carbon?

13. Would the money have been better spent on tree planting, or better still, halting landclearing in salinity prone areas of the Murray Darling Basin?

Answers:


1.
19.2 million tonnes CO2-e.


2.
The Greenhouse Challenge Implementation Plan identifies 15 million tonnes CO2-e as an estimate for abatement to be achieved under the program.


3.
More abatement activity has been reported by members than was forecast in 1995.


4.
The 15 million tonnes CO2-e figure was only a forecast – the actual reported annual abatement of 19.2 million tonnes CO2-e demonstrates that more abatement possibilities existed than was originally foreseen.


5.
As explained above, the 30 million tonnes CO2-e figure was not the original figure. The projected impact of greenhouse gas abatement measures is not utilised in estimating the National Greenhouse Gas Inventory (NGGI). The NGGI is compiled from a range of independent statistical activity data on a range of relevant economic sectors, after the event. 


6.
Major programs which had their projected 2010 abatement revised down in the Third National Communication from the original estimates published in the Second National Communication include:

· Energy Market Reform and Accelerated Energy Market Reform

· NSW Electricity Act

· Livestock rumen modifiers

· Cities for Climate Protection/ Household Greenhouse Action 


(Measure from ‘Safeguarding the Future’ package, Nov 1997)

· Energy Efficiency Best Practice Program (Measure from 

‘Safeguarding the Future’ package, Nov 1997)

· Environmental strategy for the motor vehicle industry (Measure 

from ‘Safeguarding the Future’ package, Nov 1997)

· Coal seam methane recovery. 

In addition, there was a range of new measures included in the Third National Communication that were not in existence at the time of the Second National Communication. 


7.
Major programs which had their projected 2010 abatement revised upwards in the Third National Communication from the original estimates published in the Second National Communication include:

· Waste management strategies 

· Aluminium process emissions 

· Minimum Energy Performance Standards (Measure from ‘Safeguarding the Future’ package, Nov 1997)

· Building regulations (Measure from ‘Safeguarding the Future’ package, Nov 1997) 

· Mandatory Renewable Energy Target (Measure from ‘Safeguarding the Future’ package, Nov 1997).


8.
Changes to estimates of measures in recent ongoing work to update projections reported in the Third National Communication are small and will have a correspondingly small impact on the 2010 Kyoto projections. Australia’s overall position with respect to the 108% target will be based upon an aggregate assessment of new information across all sectors. It is premature to conclude that we are further away from the target.


9.
The methodology used to develop projections does not explicitly identify all greenhouse gas emitting projects contributing to the estimate. However, the projections do account for the expected development of significant new resource projects over the next 20 years.



In some sectors key projects are explicit. For example, the contract for the China LNG export project had not been signed at the time of release of the projections but major expansion of the North West Shelf Gas Project, including Gas Processing Train 5, had been anticipated in the fugitive sector projections. 


10.

· 1998-99 – $3.592m

· 1999-00 – $6.162m

· 2000-01 – $6.823m

· 2001-02 – $5.048m

Expenditure details predating the 1998-99 financial year are not readily available.


11.
No.


12.
The cost per Mt CO2 of abatement from afforestation and reforestation activities is dependent on a range of variables including site characteristics, area of plantings, number of trees per hectare, management practices undertaken and approaches for measuring carbon sequestration.

13.
The AGO is unable to respond as that is a matter for the Government.
Outcome:
Australians working together to meet


Question:  19


the challenge of climate change

Output: 3:
Promoting Sustainable Energy
Division:
Australian Greenhouse Office
Topic:

Photovoltaic Rebate Program
Hansard Page ECITA:  On notice
Senator Carr asked:

When does program funding run out?
Answer:
Funding is expected to be fully committed in late 2003, with expenditure of committed funds taking up to 30 June 2004.

Outcome:
Australians working together to meet


Question:  20
the challenge of climate change

Output: 3:
Promoting Sustainable Energy
Division:
Australian Greenhouse Office
Topic:
Photovoltaic Rebate Program
Hansard Page ECITA:  On notice
Senator Carr asked:

BP’s international sales of photovoltaics are increasing faster than domestic sales–

Why is the domestic market growing more slowly than the international market?

What long-term commitments have been made to maintain the Australian industry?

Are we at risk of falling behind the international markets?

Answer:

This question is best directed to BP.

The market for photovoltaics was previously dominated by stand alone power system applications. The emphasis is now shifting towards grid-connected systems. The cost of grid connected electricity is very cheap in Australia compared to world standards. This means that photovoltaics are less cost competitive in the domestic grid-connected market than the international grid-connected market.

The Renewable Energy Action Agenda spells out an industry-government partnership to support the development of the renewable energy industry in Australia. The photovoltaics industry is able to access industry assistance on the same basis as other industries in Australia.

Outcome:
Australians working together to meet


Question:  21


the challenge of climate change

Output: 3:
Promoting Sustainable Energy
Division:
Australian Greenhouse Office
Topic:
Photovoltaic Rebate Program
Hansard Page ECITA:  On notice
Senator Carr asked:

The 2000-2001 Annual Report (p17), states that due to demand being much stronger than anticipated, it was decided to reduce the rebate levels. 

Is this correct?
Answer:

Yes. The reduction in rebate levels with effect from 1 October 2000 was brought in to moderate very strong initial demand for the program. 
Outcome:
Australians working together to meet


Question:  22


the challenge of climate change

Output: 3:
Promoting Sustainable Energy
Division:
Australian Greenhouse Office
Topic:
Photovoltaic Rebate Program
Hansard Page ECITA:  On notice
Senator Carr asked:

The 2001-2002 Annual Report (p40), however reveals you may have been somewhat over zealous. It states “the program was underspent reflect(ing) a moderation in the demand for rebates from householders and owners of community buildings, down from previous years”.

· How much was this underspend?

· That’s even more than you expected isn’t it? 

· Are you aware of an application by the South Australian Housing Trust for rebates on photovotaics for its 125 home public housing redevelopment?

· I understand that they have been told they are eligible for funding for one house – not the other 124 – is that correct?

· So we have a worthy community housing project, embracing renewable energy, reducing the energy demands and greenhouse gas emissions of the occupants – and it can’t get funding. That seems ridiculous doesn’t it?  

· You underspend by this year and this project can’t get funding? Why?

· Can you provide me with a explanation why this worthy project was not considered eligible for funding?

· Are you intending to increase the rebates to increase demand?

· If not, why not?

Answer:

The PVRP is currently tracking ahead of budgeted expenditure and the apparent underspend in 2001-02 reflects the unwinding of a very strong initial takeup of the program. Expenditure in the first two years was greater than expected and demand in the latter years now looks lower than we had initially anticipated. The program was originally designed with an expectation that it would be slow to start but build up by the third and fourth years. The actual uptake was biased by rush at the beginning and then requests for rebates slowing down after the backlog of demand was satisfied.

The PVRP is not underspent in as much as it was developed as a 4-year program (2000-01 to 2003-04) with projected expenditure of $31 million. The program is currently on track to expend all funds before the end of 2003-04. The rate of expenditure in the early years of the program was much higher than anticipated, so that the amount available to spend in 2002-03 is less than budgeted for that year, so there is an apparent underspend.

	
	1999-2000
	2000-2001
	2001-2002
	2002-2003
	2003-2004
	Total

	Original budget
	$0.0M
	$4.0M
	$6.0M
	$9.0M
	$12.0M
	$31.0M

	Actual expenditure
	$6.14M
	$10.68M
	$5.36M
	$5.38M
	$3.44M
	$31.0M


We are aware of discussions that have occurred between the South Australian Housing Trust and Energy SA, that administers the PVRP in South Australia. We understand that no written application has been submitted to the program administrator at this stage.

There are two components to the Photovoltaic Rebate Program: residential and community buildings. Under the residential component funding under the PVRP is available to owner-occupiers of residential properties who choose to install photovoltaic systems on their primary place of residence. The occupants of the South Australian Housing Trust properties do not own their properties and therefore would not be eligible for rebates under the program.

The South Australian Housing Trust is an eligible community organization under the guidelines of the program and is therefore eligible to apply for a rebate under the program provided it meets the usual requirements and criteria of the community buildings component of the program. The community component of the program has a particular focus on raising public awareness of renewable energy and photovoltaics in particular. Under the community buildings component of the program organizations are eligible for one rebate per site only.

There is no intention to increase the rebates to increase demand as current levels of demand will see program expenditure fully committed in line with originally envisaged timeframes.

Outcome:
Australians working together to meet


Question:  23

the challenge of climate change

Output: 
3:  Promoting Sustainable Energy
Division: 
Australian Greenhouse Office
Topic: 
Renewable Remote Power Generation Program (RRPGP)
Hansard Page ECITA: On notice
Senator Carr asked:

i)
The AGO annual report shows the Renewable remote power generation program was significantly underspent – by how much?

ii)
Why was it underspent and by how much? 

iii)
What was the original timeframe for expenditure for the entire program?

iv)
What is the revised timeframe?

v)
Surely if the uptake rate is slow, but the project is worthy, the AGO would be rethinking the program to actively increase uptake rates?  What are you doing to improve the rate of uptake of the program?

vi) Do you ever anticipate the possibility of overspending?

Answers:

i)
The expenditure for 2001-02 was $39.577m less than the amount originally allocated.

ii)
Prior to the adjustment in the 2002/03 Commonwealth Budget the allocated funds were based on the participating jurisdictions’ (the States) 1999 estimates of the relevant Diesel Fuel Excise to be paid by public generators in 2001-02. This determines the level of funding available to the RRPGP. The level of actual expenditure of the RRPGP is dependent on many factors including the availability of suitable projects, matching 50% funding, commodity and diesel prices plus the stage of development of existing major projects.

iii)
The original Partnership Agreement sent to the States in June 2000 required funds to be committed by 30 June 2004 and expended by 30 June 2006.

iv)
The Commonwealth’s May 2002 budget re-phased RRPGP funds over the period to 


2009-13.

v)
Numerous major projects are in the planning process and these combined with the extension of the funding availability are expected to see the RRPGP funds effectively utilised.

vi)
No.

Outcome:
Australians working together to meet


Question:  24
the challenge of climate change

Output: 
3:  Promoting Sustainable Energy
Division: 
Australian Greenhouse Office
Topic: 
Renewable Remote Power Generation Program (RRPGP)
Hansard Page ECITA:  On notice
Senator Carr asked:

i)
What is the anticipated timeframe for cost recovery for the consumer who finances 50% capital cost of renewable generation?

ii)
Would decreasing the outlay required by consumers accelerate uptake?

iii)
Have you done any research on barriers to uptake of the program?

iv)
To what extent do diesel subsidies for power generation in remote areas undermine the cost effectiveness of the program?

v)
What effect would removal or reduction of diesel subsidies have?  Has any modelling been done on this? 

vi)
What large scale projects have been approved?

vii)
When are they due for implementation?

viii)
Can you please list for me projects that are in the pipeline?

ix)
When will renewable energy resource assessments on Christmas, Cocos and Norfolk Islands be completed?
Answers:

i)
As diesel prices, electrical loads and renewable resources vary significantly around Australia it is not possible to answer this question in a meaningful way.

ii)
No detailed research has been undertaken on take-up versus cost, but it could be expected that if the cost to the consumer is reduced then take-up would increase.

iii)
No.

iv)
The AGO is not aware of any diesel subsidies for power generation in remote areas. Questions on rebates and grants for diesel should be directed to the Assistant Treasurer.
v)
AGO is not aware of any modelling undertaken on diesel subsidies.

vi)
As of 3 December 2002, two major projects have been approved and publicly announced by the Commonwealth, the 3.6 MW Esperance Wind Farm Project and the 280 kW Bulman and Kings Canyon Photovoltaic Project.

vii)
Construction of the new wind farm has commenced at Esperance and this project is due for completion in the second half of 2003. Installation of the 55 kW photovoltaic array at Bulman has been completed and an open day for the community was held on 20 November 2002. The Kings Canyon 225 kW photovoltaic array has commenced construction and this is due for completion in mid 2003.

viii)
Contractual negotiations are occurring on several projects. Until contracts are finalised, negotiations are completed and planning approvals obtained, it is not appropriate to provide a list of projects ‘in the pipeline’.

ix)
A renewable energy feasibility study for the Cocos (Keeling) Islands was completed in June 2002. However this study recommends further assessments be made of the electrical load and for a year’s monitoring of the wind resource at 40 metres above the ground. It is anticipated that the renewable energy feasibility study for Norfolk Island will be completed by June 2003. A renewable energy feasibility study for Christmas Island was previously undertaken by Western Power Corporation in March 1998.

Outcome:
Australians working together to meet


Question:  25

the challenge of climate change

Output: 
Promoting Sustainable Energy
Division: 
Australian Greenhouse Office
Topic: 
Alternative Fuels Conversion Program (AFCP)
Hansard Page ECITA:  On notice
Senator Carr asked:

1.
How much money was originally allocated for the entire program?

2.
What was the original timeframe for expenditure for the entire program?

3.
What is the revised timeframe?

4.
Why was it underspent last year and by how much?

5.
What was the anticipated abatement from the program?


What was the actual?


What is the average cost of abatement?

6.
The annual report blames poor advice from the industry that there were market ready vehicles and engine ready packages that would meet the programs goals. What is the industry saying now about the heavy truck market and alternative fuels?

7.
Are you seeking other advice or investigating other means to accelerate uptake of alternative fuels?

Answers:

1.
The original allocation was $75 million.

2.
The four years to 2003/04.

3.
Remaining funds have been re-phased over six years from 2002/03 to 2007/08. 

4.
The underspend in 2001/02 was $13.468 million.

As noted in the AGO Annual Report, the AFCP was launched on the basis of strong industry advice that there were market-ready vehicles and engine packages that would meet the AFCP’s twin goals of improvements in air quality and greenhouse gas emissions. The assumption has not proved correct for the heavy truck market where vehicle and engine packages are only now coming forward onto the market. As a result the focus has been on assisting both original equipment manufacturers and aftermarket converters to develop their systems further. 

5.
The AFCP has been designed to bring forward the development of a commercial gas based heavy vehicle engine industry. The level of emissions abatement achieved will be dependent on the development of the technology and rate of uptake by the heavy vehicle industry. However as the program is not targeted at direct abatement in the short term, average abatement cost is an inappropriate indicator at this time.

6.
Consultation with stakeholders indicates continuing support for alternative fuels in heavy vehicles. Several conversion kits and engines have now demonstrated the required improvements in greenhouse and air pollutant emissions. AGO is receiving feedback that this is encouraging other engine developers to focus on reducing both air pollutant and greenhouse emissions. 

7.
AGO is consulting with relevant industry stakeholders on ways of increasing the effectiveness of the program.

Outcome:
Australians working together to meet


Question:  26

the challenge of climate change

Output: 
Output Group 3: Promoting Sustainable Energy
Division: 
Australian Greenhouse Office
Topic: 
Renewable Energy Commercialisation Program
Hansard Page ECITA:  On notice
Senator Carr asked:

i) How much money was originally allocated for the entire program? 

ii) What was the original timeframe for expenditure for the entire program?

iii) What is the revised timeframe?

iv) Why was it underspent last year and by how much?

v) That’s even more than you expected isn’t it? 

vi) What was the anticipated abatement from the program?

vii) What was the actual?

viii) What is the average cost of abatement?

Answers:

i) The 1997 Safeguarding the Future package established Renewable Energy Commercialisation Program with a $29 million package of funding. In May 1999, under the Measures for a Better Environment package, the Government announced an expansion of the program, bringing the total funding to $55.6 million. 

ii) The program commenced in July 1998 and was designed as a 5 year program continuing through to the 2003/04 financial year.

iii) The program is now forecast for completion in 2005/06.

iv) An underspend of $6.72 million has been carried forward from the 2001/02 financial year. This underspend has resulted from the slower than expected achievement of project milestones by grantees. 

v-viii) Technology commercialisation projects supported under the program experience delays due to the developmental nature of the work being undertaken. These delays can be difficult to predict.


As the program is supporting the commercialisation of renewable energy technology and development of the associated industry, the principal abatement is delivered through growth of the industry and the wider dissemination of these technologies in the marketplace. Twenty six industry development projects have been undertaken. Of the forty nine commercialisation projects being supported under the program, only nine have been completed. Greenhouse gas abatement from the replication of these technologies is at an early stage and is being monitored.

Outcome:
Australians working together to meet


Question:  27

the challenge of climate change
Output: 
Promoting Sustainable Energy
Division: 
Australian Greenhouse Office
Topic: 
Fringe Benefits Tax
Hansard Page ECITA:  On notice
Senator Carr asked:

The AGO requested that the Government carry out a review of Fringe Benefits Tax legislation. The Government’s response was that they considered this recommendation was already being addressed. Has the AGO undertaken any further research into the FBT issue?

If so, provide details.
Answer:

The Senate Environment, Communications, Information Technology and the Arts Reference Committee recommended that the Government carry out a review of fringe benefits tax legislation. (Recommendation 47, The Heat is On: Australia’s Greenhouse Future Nov 2000).
Additional research into fringe benefits tax was commissioned jointly by the Australian Greenhouse Office, Environment Australia and Department of Transport and Regional Services. The results of this research are under consideration.

Outcome:
Australians working together to meet


Question:  28

the challenge of climate change

Output: 
Promoting Sustainable Energy
Division: 
Australian Greenhouse Office
Topic: 
Fringe Benefits Tax
Hansard Page ECITA:  On notice
Senator Carr asked:

The response states that the Australian Transport Council directed the National Transport Secretariat, with the involvement of the AGO, to develop a “cross-sectoral package of measures to improve the environmental performance of the transport system.” This was to include an assessment of FBT arrangements on transport emissions. It was due for consideration in mid 2001. 

· Has this been done? 

· If no, why not? Is it still being considered?

· If yes, what was the result of this assessment? Is documentation available?

Answer:

The Australian Transport Council met on 8 August 2002 and endorsed  Lowering Emissions from Urban Traffic: An Integrated National Action Plan. This document is available on the NTS website at www.nts.gov.au
Outcome area 3 of the plan outlines the following action to be undertaken at a national level by the National Transport Secretariat:

Quantify and address any adverse impacts of incentive and disincentive schemes (including FBT) on passenger travel choice and efficient vehicle use and make recommendations on how to practically further this issue and the associated implications.

This action is still under development by the National Transport Secretariat.

Outcome:
Australians working together to meet


Question:  29

the challenge of climate change

Output: 
Promoting Sustainable Energy
Division: 
Australian Greenhouse Office
Topic: 
Fringe Benefits Tax
Hansard Page ECITA:  On notice
Senator Carr asked:

The Committee also recommended that the Government introduce FBT deductions for the inclusion of public transport and cycling commuting expenses in salary packages. This was rejected. 

1. Was the Government given any documentation relating to this proposal for consideration at the time?

2. If yes, is this documentation available?

3. Has any further investigation been undertaken in relation to this proposal since 2001? If so, can this be made available?

4. Has the Department undertaken any costing evaluation of any of the FBT related proposals given to the Government since 1996?

5. If so, can these be made available? If no, why not?

Answers:

1. The FBT treatment of car fringe benefits was one of the issues considered by the 1999 Ralph Review of Business Taxation. The Review included recommendations to change the current treatment in its report. In September 1999, the Government announced that it would not be accepting the Ralph Review’s recommendations covering changes to FBT. 

2. The Ralph Review of business taxation is publicly available.

3. The National Transport Secretariat is investigating adverse impacts of incentive and disincentive schemes (including FBT) on passenger travel choice and efficient vehicle use.
Additional research into fringe benefits tax was commissioned jointly by the Australian Greenhouse Office, Environment Australia and Department of Transport and Regional Services. The results of this research are under consideration.

4. No. 

5.
Not applicable.

Outcome:
Australians working together to meet


Question:  30

the challenge of climate change

Output: 
Promoting Sustainable Energy
Division: 
Australian Greenhouse Office
Topic: 
Fringe Benefits Tax
Hansard Page ECITA:  On notice
Senator Carr asked:

The Committee also recommended that public transport fares be considered exempt from the GST. The Government also rejected this proposal. 

· Was the Department and/or Government been given supporting documentation, including any costings, in relation to this issue?

· Can this documentation be made available?

Has any further investigation been undertaken in relation to exempting public transport from the GST? If so, can this be made available?

Answers:

The AGO is not aware of any such documentation.

Not applicable
 No such investigation has been made by the Australian Greenhouse Office.

Outcome:
Australians working together to meet


Question:  31

the challenge of climate change

Output: 
4 – Enhancing the land
Division: 
Australian Greenhouse Office
Topic: 
Land clearing
Hansard Page ECITA:  On notice
Senator Carr asked:

1. Can you quantify as specifically as possible, what sizeable and sustained reduction in “business as usual” land clearing rates in Queensland (beyond that flowing from the existing vegetation management regime and the National Action Plan for Salinity and Water Quality) might produce a guaranteed reduction in greenhouse gas emissions from land clearing in the order of 20 to 25 megatonnes of carbon dioxide equivalent annually?

2. What might this reduction mean in terms of hectares of native vegetation cleared per annum?

3. What reduction in greenhouse gas emissions would a prohibition on clearing of “of concern” regional ecosystems on freehold land in Queensland comprise?

4. What reduction in greenhouse gas emissions would a prohibition on clearing of all remnant native vegetation in Queensland comprise?

5. What reduction in greenhouse gas emissions would a prohibition on clearing of remnant native vegetation in areas of Queensland with an identified (low to High) dryland salinity hazard comprise?

6. What would be the expected cost of Commonwealth financial assistance to Queensland required to implement the scenarios outlined above?

7. What would be the expected market value of the carbon in the emissions averted under the scenarios outlined above?

Answers:

1 & 2
The reduction in clearing rates, including the reduction in terms of hectares of native vegetation cleared per annum, that might produce a guaranteed reduction in greenhouse gas emissions from land clearing in the order of 20 to 25 megatonnes of carbon dioxide equivalent annually, would be dependent on variables including the design of mechanisms that may be used to secure land clearing reductions, the vegetation types involved, and future land clearing practices consistent with the National Action Plan for Salinity and Water Quality.

3,4,5
The AGO has not estimated the reduction in greenhouse gas emissions that would be achieved through a prohibition on clearing of “of concern” regional ecosystems on freehold land in Queensland, all remnant native vegetation in Queensland, or remnant native vegetation in areas of Queensland with an identified dryland salinity hazard. 
6 & 7
The cost of Commonwealth financial assistance to Queensland to implement land clearing reductions would depend on a range of variables including the design of mechanisms that may be used to secure land clearing reductions, opportunity costs, the vegetation encompassed, and the value of the land. Likewise, the market value of carbon in emissions averted through reduction of clearing has not been assessed. There is no formal carbon trading market in Australia at this stage.

Outcome:
Australians working together to meet


Question:  32

the challenge of climate change

Output: 
Enhancing the Land
Division: 
Australian Greenhouse Office
Topic: 
Australia’s Third National Communication on Climate Change 

Hansard Page ECITA:  On notice
Senator Carr asked:

1. Given that the National Carbon Accounting System reports the provision of a fine-scale national satellite data set of land cover change over the period 1972 to 2000, and given that the great majority of land clearing in Australia occurs in Queensland, where it is widely known that land clearing greatly increased during the years 1999 and 2000, why did Australia’s third national communication on climate change use an average of 1995-1998 land use change emissions in reporting year 2000 emissions from land use change and forestry, despite the fact that considerable data for the years 1999 and 2000 was available?

2. Given that satellite imagery from the Queensland Statewide Landcover and Trees Study reveals a large increase in land clearing in Queensland during the 1997-1999 period, and a 61% increase in the Queensland Murray Darling Basin between the 1997-99 and 1999-2000 periods, can the use of the average land use change emissions figure for the 1995-98 period in describing year 2000 emissions in Australia’s third national communication be considered reasonable?

3. Was the 1999 satellite data image available and did the Government have the 1999 land use change figures prior to publishing the third national communication?

4. What other methods of reporting the year 2000 land use change emissions could have been employed in preparing Australia’s third national communication, to more accurately reflect the actual land use change emissions based on the best, most current available information on land use change in Australia? 

5. Given the apparent spike in land clearing in Queensland during 1999 and 2000, has the Government misled the international community in reporting an uncertainty level of <20% for the reported land use change and forestry emissions for the year 2000 in its third national communication on climate change? 

Answers:

1 & 3
When the Third National Communication was published, the National Carbon Accounting System (NCAS) had remote sensing data available to end of 

1999/ part of 2000. This data enabled an assessment of forest cover change in the full calendar year 1998, but not for 1999 or 2000. 

The Australian Greenhouse Office is proceeding with assembling the remote sensing coverage through to 2002, which will give full coverage of land use change for the remainder of 1999 and the period 2000 and 2001.

2. The NCAS is a world leading system, which enabled accurate emissions for land use change to be included in the 2000 National Greenhouse Gas Inventory for the first time. The NCAS is widely acknowledged as the cutting edge of world carbon accounting.

Land use change rates estimated by NCAS diverge from the land clearing rates reported by the Queensland Statewide Landcover and Trees Study (SLATS) between 1995-98. This divergence is due to definitional and methodological differences.

The NCAS land use change emissions estimates consider the deliberate human-induced conversion of forests to non-forest. Australia applies a definition of forest, which is consistent with international reporting guidelines under the Kyoto Protocol and is based on greater than 20% canopy cover, and 2m height minimum.

Rates of land use change are particularly hard to compare with the land clearing (a broader definition) studies. The general term ‘land clearing’ is used in ways that are not consistent with the specific UNFCCC and Kyoto Protocol rules for greenhouse accounting of land use change. For example, the Queensland SLATS program detects change in all perennial woody vegetation. 

4. Prior to the development of the NCAS, Australia’s National Greenhouse Gas Inventory used crude default values to estimate carbon change due to land cover change, forest regrowth and post-land use change agricultural activity. These default values were generally based on expert opinion, limited data, and overseas studies. By contrast, the NCAS is based on resource inventories, climate data, field studies and an extensive remote-sensing program. 

5.
NCAS has been designed to deliver robust greenhoue accounting estimates, with considerable attention on quality assurance and verification. Inventory emission estimates derived from the NCAS methodology are considered to have an uncertainty level of 20%. 

Outcome:
Australians working together to meet


Question:  33

the challenge of climate change

Output: 
Promoting Sustainable Energy
Division: 
Australian Greenhouse Office
Topic: 
Ethanol- Greenhouse impacts
Hansard Page ECITA:  On notice
Senator Carr asked:

In your opinion is there any greenhouse advantage of using ethanol rather than conventional petrol?

Could you explain the CSIRO findings that: ‘To be able to achieve any significant reductions in emissions of greenhouse gases by using alcohol fuels, the ethanol will need to be produced from the lignocellulose fractions of biomass. However, it has yet to be demonstrated that the large-scale production of alcohol from lignocellulose can be technically feasible and economically viable. This was the situation six years ago (BTCE, 1994) and appears still to be the case’.

Does this mean that there is little or no advantage above conventional fuels of using ethanol?

Have you provided advice to Treasury on the greenhouse implications of ethanol use?  Where would they have got advice if not from the AGO?

Do you agree with Treasury that the current biofuels policy might achieve – at best less than one, one-thousandth of a reduction in Australian greenhouse gas emissions and could even be negative?

Answers:

CSIRO 2001 ‘Comparison of Transport Fuels’ compared premium unleaded petrol (PULP) to blends of 10% ethanol in PULP (PULP e10) and 85% ethanol in PULP (PULP e85). 
The CSIRO report explains that the mass production of ethanol from lignocellulose is still largely in the research and development stage.

The Australian Greenhouse Office cannot answer on behalf of the Treasury, however, the full report on Comparison of Transport Fuels is publicly available on the AGO website at http://www.greenhouse.gov.au/transport/comparison/index.html. 

As indicated in Senate Estimates hearing on 20 November 2002, ‘we are at the stage of examining the full range of market barriers to the uptake of biofuels, including their environmental advantages, and examining a range of ways in which ethanol and other biofuels might be funded (Wednesday 2 November 2002, ECITA 112).’

Outcome:
Australians working together to meet

Question:  34

the challenge of climate change

Output:  
1.1 Leading the Agenda
Division: 
Australian Greenhouse Office
Topic: 
GGAP Funding
Hansard Page ECITA:  117
Senator Carr asked:
1.
How much funding has been allocated to ethanol projects under GGAP?

2.
Can we get a list of those projects, how much was allocated and what the emissions reductions are expected?

3.
The CSIRO life-cycle analysis of greenhouse emissions shows greenhouse-neutral compared to petrol – it that correct?

4.
Why then has GGAP money been paid for ethanol in the past?

5.
What was the process for determining winning GGAP bids?

6.
Were the ethanol bids in the shortlist supplied by the AGO for GGAP funding?

7.
If not, when were they added? By whom?

8.
Has this been evaluated – if so, what were the $/tonne results?

9.
Who did this evaluation – was it AGO or EA?

10.
Why was the GGAP funding announced by Agriculture Minister Warren Truss and not the Environment Minister Robert Hill in the middle of the election campaign? (announced 30 October 2001)

Answers:

1.
As stated at the Estimates hearing, two ethanol related projects have been funded under GGAP for a total of up to $16.15 million.

2.
The two projects are:
Project
GGAP Funds
Expected Abatement

BP ethanol blending and distribution
$8.8 million
1.37 Mt CO2-e

Douglas Shire/Mossman Mill
$7.35 million
1.08 Mt CO2-e


ethanol production and vegetation


sequestration project)



(Note that not all of the abatement for the Douglas Shire/Mossman Mill project is to be achieved through ethanol production).

3.
The CSIRO 2001 study ‘Comparison of Transport Fuels’ compared premium unleaded petrol (PULP) to blends of 10% ethanol in PULP (PULP e10) and 85% ethanol in PULP (PULP e85). 
Assuming the application of technology current at the time of the study, the CSIRO results indicate that greenhouse gas emissions from use of PULP e10 on a life cycle basis are much the same as greenhouse emissions from PULP. The report states ‘The addition of 10% ethanol to premium unleaded petrol to produce petrohol does not significantly alter the emission characteristics of the petrol, especially when uncertainties and the variability of the emission estimates are taken into account.’ 

However, the report indicates that there is good potential to reduce greenhouse gas emissions through the ethanol life-cycle chain. By highlighting areas of the current ethanol production process that produce relatively high emissions, the report presents opportunities to the industry for improving its greenhouse gas emissions performance.

In the case of PULP e85 the results of the study indicate that greenhouse gas emissions on a life cycle basis are lower for feedstocks such as molasses, wheat and woodwaste, but significantly higher for ethanol produced from ethylene.

4.
The two projects funded met all GGAP criteria including the demonstration of large-scale, cost effective, sustained, additional greenhouse abatement outcomes.

5.
Ministerial decisions were based on the findings of financial, technical and environmental assessments that determined whether the proposals would be likely to deliver large-scale, cost effective, sustained, additional greenhouse abatement outcomes.

6.
Yes, the two funded projects were on the shortlist.

7.
Not applicable. See above.

8. Yes. Expected GGAP $/tonne of abatement for the two funded projects is as follows:

BP project:  $6.42/tonne.

Douglas Shire Council project:$6.81/tonne. (Noting that not all of this abatement is to be achieved through ethanol production).

9. The AGO co-ordinated assessments by a wide range of expert consultants and relevant government agencies.

10. The AGO is unable to respond as that is a matter for Government.
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