
 

Emissions Reduction Assurance Committee 

Information Paper: Committee considerations for interpreting the  
Emissions Reduction Fund’s offsets integrity standards 

Version 2.0 
March 2021 
  



 

GPO Box 621 Canberra ACT 2601       1300 553 542 ERAC@cleanenergyregulator.gov.au www.cleanenergyregulator.gov.au 2 

Contents 
1. Purpose of this information paper .............................................................................................................. 3 

2. What is the ERF? ...................................................................................................................................... 3 

3. What is the role of the Committee? ........................................................................................................ 3 

4. What are the offsets integrity standards?............................................................................................... 4 

5. The Committee’s approach to interpreting and applying the offsets integrity standards ..................... 5 

6. The Offsets Integrity Standards ............................................................................................................... 6 

6.1 Additionality .......................................................................................................................................... 6 

6.2 Measurable and verifiable ................................................................................................................... 10 

6.3 Eligible carbon abatement ................................................................................................................... 11 

6.4 Evidence-based .................................................................................................................................... 13 

6.5 Project emissions ................................................................................................................................. 14 

6.6 Conservative ........................................................................................................................................ 16 

 

 

Document History 

 

Version Date Details 

1.1 December 2018  

1.2 November 2019  

2.0 March 2021 Amendments include minor updates throughout the 
information paper to improve the currency of the document, 
and revisions to the discussion and case studies on 
additionality in Section 6.1 and case study in Section 6.3. 

  

mailto:ERAC@cleanenergyregulator.gov.au
mailto:ERAC@cleanenergyregulator.gov.au
mailto:ERAC@cleanenergyregulator.gov.au
mailto:ERAC@cleanenergyregulator.gov.au
mailto:ERAC@cleanenergyregulator.gov.au
http://www.cleanenergyregulator.gov.au/
http://www.cleanenergyregulator.gov.au/
http://www.cleanenergyregulator.gov.au/
http://www.cleanenergyregulator.gov.au/
http://www.cleanenergyregulator.gov.au/


 

GPO Box 621 Canberra ACT 2601       1300 553 542 ERAC@cleanenergyregulator.gov.au www.cleanenergyregulator.gov.au 3 

1. Purpose of this information paper 

The Emissions Reduction Assurance Committee (the Committee) is an independent statutory body 
established under the Carbon Credits (Carbon Farming Initiative) Act 2011 (the Act). Committee members 
are appointed due to their expertise and experience in fields relevant to the Emissions Reduction Fund (the 
ERF). The Committee plays a central role in ensuring the integrity of the Fund, including by: 

• advising the Minister for Energy and Emissions Reduction and Secretary of the Department of Industry, 
Science, Energy and Resources (the Department) on the compliance of draft methods and variations 
with the offsets integrity standards 

• monitoring the compliance of existing methods with the offsets integrity standards 

• undertaking periodic reviews and crediting period extension reviews 

• ordering the suspension of methods where there is evidence they do not meet the offsets integrity 
standards. 

This information paper is issued by the Committee to provide information on how it interprets the offsets 
integrity standards under the Act. It was prepared with the assistance of the Department and the Clean 
Energy Regulator (CER). This information paper is intended to be a working document that will be updated 
from time to time to explain new considerations relating to the interpretation of the standards. 

2. What is the ERF? 

The ERF is designed to help Australia meet its emissions reduction targets. It has three components:  

• the crediting mechanism, which consists of a process for the issuance of carbon credits (known as 
‘Australian carbon credit units’ – ACCUs) to eligible projects for undertaking abatement activities in 
accordance with approved methods  

• the purchasing mechanism, whereby the Australian Government, through the Clean Energy Regulator 
(Regulator), purchases ACCUs from eligible offsets projects 

• the safeguard mechanism, which imposes obligations on large facilities to constrain their emissions. 

The crediting mechanism is intended to provide an incentive for public and private entities to undertake 
projects that reduce emissions or increase the sequestration of carbon in vegetation and soils. The 
purchasing mechanism provides the primary source of demand for the ACCUs generated under the crediting 
mechanism. The safeguard mechanism is intended to ensure the abatement acquired by the Australian 
Government through the purchasing mechanism is not offset by increases in emissions from large facilities 
above their baselines.  

3. What is the role of the Committee?   

The Committee’s responsibilities relate exclusively to the ERF’s crediting mechanism. It is responsible for 
overseeing the design and implementation of the methods that determine the eligibility of offsets projects 
and issuance of ACCUs. It performs these functions in collaboration with the Minister for Energy and 
Emissions Reductions, Department and CER. 
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The Minister, Department, Regulator and Committee all play important roles in the development, 
amendment and revocation of methods.  

The Minister is responsible for making new methods, and varying and revoking existing methods.  

The Department sits on ERAC as a non-voting member and advises the Minister on making and varying 
methods. 

The CER is responsible for developing new methods and method variations for consideration and approval 
by ERAC and the Minister. 

The Committee is responsible for advising on new methods and variations, and proposals to revoke 
methods. Before making, varying or revoking a method, the Minister must obtain and consider advice from 
the Committee, including on whether the proposed method or variation meets the offsets integrity 
standards. If the Committee advises a proposed method or variation does not meet the offsets integrity 
standards, the Minister cannot make it into a final methodology determination. The Committee also 
provides advice to the Secretary of the Department on these matters. 

The Committee assesses all draft methods and variations proposed by the CER as part of the method 
development process. The CER also works with the Committee, Department and other interested parties in 
adapting proposed methods and variations to ensure they are workable and can meet the offsets integrity 
standards. The Committee undertakes public consultation in relation to all new methods and variations. 

In addition to assessing method proposals, the Committee is required to monitor the ongoing compliance of 
methods with the offsets integrity standards, undertake periodic reviews of methods on a risk basis, and 
conduct ‘crediting period extension reviews’ (reviews of whether methods should be varied so as to extend 
the periods over which relevant projects receive credits). The Committee undertakes public consultation in 
relation to reviews of methodology determinations. In conducting both periodic reviews and crediting period 
extension reviews, the Committee assesses methods against the offsets integrity standards. 

In all cases, the advice provided by the Committee to the Minister or Secretary on a method (whether a 
proposed new method or variation, or outcomes of a review) is published. This provides the public with 
visibility of the evidence presented to the Committee and its considerations in reaching its decisions.  

4. What are the offsets integrity standards? 

The offsets integrity standards are the legislated criteria that all methods under the ERF must meet. They are 
based on international standards and ensure carbon credits issued under methods represent real emissions 
reductions that may be counted towards meeting Australia’s international emissions reduction obligations. 

There are six offsets integrity standards, which are contained in section 133 of the Act. A summary of the 
standards is provided below, with the full standards as specified in legislation provided in section 6. 

1. Additionality: A method should result in carbon abatement that is unlikely to occur in the ordinary 
course of events (disregarding the effect of the Act).  

2. Measurable and verifiable: A method involving the removal, reduction or emissions of greenhouse 
gases should be measurable and capable of being verified. 
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3. Eligible carbon abatement: A method should provide abatement that is able to be used to meet 
Australia’s international mitigation obligations. 

4. Evidence-based: A method should be supported by clear and convincing evidence. 

5. Project emissions: Material greenhouse gas emissions emitted as a direct result of the project should be 
deducted. 

6. Conservative: Where a method involves an estimate, projection or assumption, it should be 
conservative. 

Methods and variations must satisfy all of the standards. 

5. The Committee’s approach to interpreting and applying the offsets 
integrity standards 

In interpreting the offsets integrity standards, the Committee is required to adopt the interpretation that 
would best achieve the objects of the Act.1 The objectives of the Act are: 

• to remove greenhouse gases from the atmosphere, and avoid emissions of greenhouse gases, in order to 
meet Australia's international mitigation obligations; 

• to create incentives for people to undertake offsets projects; 

• to increase carbon abatement in a manner that is consistent with the protection of Australia's natural 
environment and improves resilience to the effects of climate change; and  

• to authorise the purchase by the Commonwealth of units that represent carbon abatement.2  

The method assessment processes in which the offsets integrity standards are applied are intended to 
ensure that, to the extent practicable, credits are only issued in relation to genuine abatement. In seeking to 
give effect to this aim, the Committee is mindful that the objects of the Act include the desire to create 
incentives for people to undertake offsets projects and help Australia meet its emissions reduction targets. A 
strict interpretation of the standards that seeks to ensure all credits represent genuine abatement is likely to 
limit the incentive for people to undertake offset projects and exclude the cheapest sources of abatement, 
thereby increasing the cost of meeting Australia’s emissions reduction targets. Due to this, in interpreting 
the offsets integrity standards, the Committee’s general approach is to consider whether there is sufficient 
incentive to prompt participation and the uptake of relevant abatement activities that would not otherwise 
occur. 

The offsets integrity standards are interrelated, with the assessment of whether a method satisfies a specific 
standard often being affected by other standards. For example, in assessing whether a method satisfies the 
measurable and verifiable standard, the Committee must be satisfied the mechanisms contained in the 
method are supported by clear and convincing evidence. 

                                                           

1 Acts Interpretation Act 1901, s 15AA.  
2 CFI Act, s 3.  
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The Committee seeks consistency in the treatment of integrity risks between methods. Inconsistency in 
interpretation of the integrity standards between methods can potentially distort the incentives provided by 
the scheme, increasing the economic cost of achieving Australia’s emissions reduction targets.  

While the Committee supports a consistent approach for addressing offsets integrity standards between 
methods, it recognises that, in many instances, consistency has no bearing on whether a method or variation 
satisfies the offsets integrity standards. A method can use an alternative approach to address an integrity 
standard to that used in another method, with both methods still satisfying the offsets integrity standards. 
Where issues of inconsistency are identified, the Committee can discuss the benefits and downfalls of each 
approach in each method with the CER, which may result in the Committee recommending modifications to 
the method proposal or providing advice to the Minister on the issue in its final advice or review report.  

Decisions by the Committee about whether methods comply with the offsets integrity standards are based 
on information available at a point in time. As markets, science, technology and business practices change, 
the consistency of a method with the standards may change over time. Due to this, the Committee 
periodically reviews methods on a risk basis to ensure their ongoing compliance with the standards. 

6. The Offsets Integrity Standards3 

6.1 Additionality 

The additionality standard is contained in paragraph 133(1)(a), which states:  

The application of: 

(i)  the requirements set out in; and 

(ii)  the method specified in, or ascertained in accordance with; 

a methodology determination, in relation to projects of the kind specified in the determination, 
should result in carbon abatement that is unlikely to occur in the ordinary course of events 
(disregarding the effect of this Act). 

‘Carbon abatement’ is defined for these purposes as:  

(a) The removal of one or more greenhouse gases from the atmosphere; or  

(b) The avoidance of emissions of one or more greenhouse gases from the atmosphere.  

The Committee interprets this standard as requiring the substantial majority of the abatement likely to be 
credited under the method would not occur in the absence of the incentive provided by the scheme.  

In applying this standard, the Committee’s general approach is to apply two tests:  

                                                           

3 The discussion of the offsets integrity standards draws heavily on A Macintosh, G Roberts and S Buchan, Improving Carbon Markets 
to Increase Farmer Participation (AgriFutures Australia, 2019).  
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• An activity test, which looks at whether the activities covered by the method would occur in the absence 
of the incentive provided by the scheme; and  

• a baseline test, which looks at what the net emission outcomes would be if the activities were not 
undertaken.  

This two-stage approach promotes a structured evaluation of the additionality risks associated with the 
method and the mechanisms in the method, Act and accompanying legislative instruments for addressing 
them.  

Methods can use a number of mechanisms to reduce additionality risks, including eligibility requirements 
and baselines.  

In addition to the mechanisms in the method, section 27 of the Act contains three project-level additionality 
requirements that must be satisfied for projects to be registered: 

• the newness requirement – the project must not have begun to be implemented; 

• the government program requirement – the project must not be likely to be carried out under another 
Commonwealth, State or Territory government program or scheme in the absence of the project being 
eligible and earning credits under the Act; and  

• the regulatory additionality requirement – the project must not be required to be carried out by or 
under a law of the Commonwealth, a state or a territory. 

The regulatory additionality test can still be met in certain situations where there are Commonwealth, state 
or territory requirements to reduce or offset emissions.4 Those circumstances are where: 

• the project activity goes beyond any existing legal requirement; or 

• the Commonwealth, state or territory regulatory requirement refers to reducing or offsetting emissions 
but does not specify a particular activity to do so; and any ACCUs, which are used to meet the regulatory 
requirement are put aside permanently in a Commonwealth holding account in the Australian National 
registry of Emission Units to ensure that the project remains additional and no financial benefit can  be 
gained from the ACCUs generated that are used to meet the regulatory requirement. 

These three project-level additionality requirements can be displaced by ‘in lieu requirements’ contained in 
the methods and legislative rules. Any in lieu requirements must be considered by the Committee in its 
assessment of the method.  

The Committee notes that the intent of the government program requirement is to rule out large-scale 
government programs that directly support activities that could also be eligible as ERF project activities. The 
ERF was designed to allow for multiple sources of finance for ERF projects, particularly to support ERF 
projects that deliver broader environmental, social or economic benefits, known as co-benefits. However, if 
the Committee is aware that an activity in a proposed method would be substantially funded by a 
government program that is not listed in the legislative rules, it may decide the method does not satisfy the 
additionality standard. 

                                                           

4 In 2020, the Regulator released updated guidance on regulatory additionality. 
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In applying the project test, the Committee’s general approach is to consider:  

• whether and to what extent potential eligible project activities under the method are already required 
to be carried out by or under a law of the Commonwealth, a state or a territory; 

• whether and to what extent projects that are eligible under the method are likely to be financially viable 
without the incentive provided by the scheme;  

• whether and to what extent there are relevant alternatives to the project activities that are likely to 
generate higher financial returns but result in more emissions or less carbon sequestration; 

• whether and to what extent there are any non-financial barriers that might obstruct the projects from 
being undertaken, which the incentive provided by the scheme can help overcome; and 

• whether the project activities are common practice in the relevant industry or region. 

While the Committee generally considers the impacts of financial benefits associated with an activity in its 
additionality considerations, the Committee does not believe that the additionality standard is intended to 
be interpreted as a strict financial additionality test. If a strict interpretation was applied, projects with 
financial co-benefits could be excluded.  

Many ERF projects are associated with financial co-benefits such as energy efficiency projects that reduce 
operating costs, and soil carbon projects that enhance farm productivity. The ERF allows for projects with 
multiple benefits or multiple sources of funding, as the revenue stream from ACCUs alone in many cases are 
unlikely to be sufficient to make a project financially viable. Supporting projects that reduce emissions and 
deliver co-benefits can reduce the level of funding required under the ERF to make projects viable and allow 
for increased abatement per dollar of Government funding under the ERF.  

Interpreting the additionality standard can be particularly challenging for projects where the contribution of 
the cash flow from participating in the scheme is relatively low compared with other sources of revenue, or 
projects which require large capital investments. The Committee believes that projects may still be 
additional in these circumstances if the scheme acts as the tipping point in making a marginal project 
financially viable, as the deciding factor for committing to a final investment decision or bringing forward an 
investment that would not have otherwise occurred. For some methods, a requirement for a written 
declaration from a CFO or CEO on  the likelihood of the project occurring in the absence of the scheme and 
the economics of the project5 could be an appropriate approach to providing assurance that a project is 
additional. 

The Committee generally considers these issues at the point of time of the assessment.6 For example, are 
eligible projects currently required to be carried out by applicable laws, and are they financially viable under 
current market conditions? In addition, the Committee may also consider the situation in the foreseeable 

                                                           

5 The economics of a project is expected to be a more important consideration for assessing crediting period extension reviews than 
new projects. Project economics are expected to be a major determining factor of whether an existing project will continue to result 
in abatement that is unlikely to occur in the ordinary course of events beyond the crediting period. In contrast, the likelihood of a 
new project occurring is expected to be dependent on a range of factors, including competing investment priorities, the possible role 
of the project meeting corporate social responsibilities and other co-benefits. 

6 Under the Act, the Committee’s functions include monitoring the compliance of methods with the offsets integrity standards and to 
undertake reviews of methods. 
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future. For example, the Committee may have regard to information about the likelihood of the introduction 
of new technology that could significantly alter the financial viability of eligible activities.  

In applying the baseline test, the Committee generally considers whether the baseline level of net emissions, 
which is used to determine the abatement credited under the method, accurately reflects the likely level of 
net emissions from within the project boundary over the crediting period in the absence of the incentive 
provided by the scheme. The application of this test typically requires the Committee to consider whether 
relevant abatement activities would be undertaken over the crediting period under business-as-usual 
conditions, not merely whether projects are likely to be additional at the time of registration.  

In setting the baseline, there may be trade-offs between providing industry with certainty about the 
emissions counterfactual, accounting for uncertainty and changes in the counterfactual over time and 
meeting the conservativeness standard. The Committee believes that there are opportunities to use 
declining baselines to help simplify additionality in a broader set of methods. For example, the Commercial 
Buildings method applies an annual rating adjustment to the baseline energy rating to reflect the ongoing 
business-as-usual rate of improvement in the market. For some methods where changes are not predictable 
or linear, other approaches may be needed. For example, for energy efficiency methods, the application of 
set ‘improvement factors’ or the use of a variable such as average emissions intensity at the time of the 
reporting period could be a valuable approach.  

The Committee is aware that, for sequestration projects to give rise to climate benefits that are equivalent 
to those associated with emissions avoidance projects, they must be additional for all time. For example, if a 
sequestration project would have been undertaken in 50 years without the incentive provided by the 
scheme, and the project sequesters 1,000 tonnes of carbon dioxide in vegetation and soils, the climate 
benefit associated with bringing the project forward 50 years is not the same as avoiding 1,000 tonnes of 
carbon dioxide from an emissions avoidance project. Notwithstanding this, the Committee does not believe 
the additionality standard was intended to be interpreted as requiring the Committee to be satisfied that the 
substantial majority of projects under sequestration methods would not occur at any time, now or in the 
future, without the incentive provided by the scheme. The Act evidences a clear intent on behalf of the 
Parliament to incentivise sequestration projects, provided the abatement from these projects can be used to 
meet Australia’s mitigation targets. Due to this, in applying the additionality standard to sequestration 
methods, the Committee generally considers whether the events that give rise to the relevant sequestration 
are likely to occur now or in the foreseeable future in the absence of the incentive provided by the scheme 
rather than whether they will ever occur without the incentive. The relevant sequestration events need not 
be the product of direct human invention. Climate or other natural changes can prompt relevant increases 
and decreases in vegetation and soil carbon stocks. 
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Method example –– Soil Carbon Sequestration in Agricultural Systems 

The soil carbon method allows landholders to earn carbon credits for undertaking land management 
activities that increase the amount of carbon stored in soil under pastures or cropland. This occurs when 
management practices either increase the amount of biomass (such as plant material) that is incorporated 
into the soil and/or reduce the amount of organic matter that is released from soils (for example, by 
reducing soil disturbance). 

The method achieves additionality by requiring the provision of evidence that land management activities 
are new or materially different to that which occurred in a baseline scenario and are reflected in a land 
management strategy. 

 

6.2 Measurable and verifiable 

The measurable and verifiable standard is contained in paragraph 133(1)(b), which states: 

to the extent to which a method specified in, or ascertained in accordance with, a methodology 
determination in accordance with paragraph 106(1)(c) involves ascertaining any of the following: 

(i)  the removal of one or more greenhouse gases from the atmosphere; 

(ii)  the reduction of emissions of one or more greenhouse gases into the atmosphere; 

(iii)  the emission of one or more greenhouse gases into the atmosphere; 

the removal, reduction or emission, as the case may be, should be: 

(iv)  measurable; and 

(v)  capable of being verified. 

The Committee interprets this standard as requiring three things:  

• all removals, emissions reductions and project emissions (emissions within the project boundary caused 
by undertaking the project) associated with eligible projects must be able to be measured or estimated, 
and those measurements and estimates must be able to be verified;  

• the method must contain a rigorous and reliable way of measuring or estimating relevant removals, 
emission reductions and project emissions; and 

• the method must provide a robust approach to verifying relevant measurements and estimates.  

In assessing these issues, the Committee generally considers the following factors. 

• How emissions and emissions reductions are calculated in the method. Emissions reduction calculations 
may be achieved by several means including: direct measurement; calculating through models; 
comparing the project emissions with a control group; or using emissions code ratings developed by 
industry. 
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• Whether there is sufficient evidence the preferred measurement or estimation approach is a robust 
technique. Evidence needs to demonstrate how the preferred measurement or estimation approach 
accounts for the removal, reduction or emission of greenhouse gases. 

• Whether the measurement or estimation approach sufficiently controls for the impacts of factors 
unrelated to the project on relevant removals and emissions. 

• How verification is achieved in the method. For example, verification may be achieved through audits, 
models, self-verification, satellite imagery or other measurement technologies. 

• Whether and how any tools or calculators used in the method can be audited. 

• Variability in measurement and verification outcomes.  

• The interaction of the measurement and verification standard with: 

» the evidence-based standard – the measurement or estimation approaches must be supported by 
clear and convincing evidence;  

» the project emissions standard – methods do not need to account for project emissions if they are 
not material; and  

» the conservative standard – the measurement or estimation approaches must provide conservative 
estimates of the abatement from eligible projects.  

Method example – Landfill biofilters method 

In early 2016, the Committee advised the Minister that a proposed method relating to landfill biofilters did 
not meet the offsets integrity standard of being measurable and verifiable. 

The draft landfill bio-filters would have delivered emissions reductions at landfill sites by installing 
biofiltration systems, which use microorganisms to convert methane emissions to carbon dioxide, a less 
potent greenhouse gas.  

The Committee concluded emissions reductions could not be estimated reliably under the method due to 
the large variation in the rate at which methane that is oxidised by landfill biofilters under various 
conditions, and that installation of direct measuring devices to correct for this would have rendered the 
method too expensive to use.  

6.3 Eligible carbon abatement 

The eligible carbon abatement standard is contained in paragraph 133(1)(c), which states: 

a method specified in, or ascertained in accordance with, a methodology determination in 
accordance with paragraph 106(1)(c) should provide that carbon abatement used in ascertaining the 
carbon dioxide equivalent net abatement amount for a project must be eligible carbon abatement 
from the project. 

‘Eligible carbon abatement’ is defined for these purposes as:  

mailto:ERAC@cleanenergyregulator.gov.au
mailto:ERAC@cleanenergyregulator.gov.au
mailto:ERAC@cleanenergyregulator.gov.au
mailto:ERAC@cleanenergyregulator.gov.au
mailto:ERAC@cleanenergyregulator.gov.au
http://www.cleanenergyregulator.gov.au/
http://www.cleanenergyregulator.gov.au/
http://www.cleanenergyregulator.gov.au/
http://www.cleanenergyregulator.gov.au/
http://www.cleanenergyregulator.gov.au/


 

GPO Box 621 Canberra ACT 2601       1300 553 542 ERAC@cleanenergyregulator.gov.au www.cleanenergyregulator.gov.au 12 

… carbon abatement that:  

(a) results from the carrying out of the project; and  

(b) is able to be used to meet Australia’s climate change targets under:  

(i) the Kyoto Protocol; or  

(j) an international agreement (if any) that is the successor (whether immediate or otherwise) 
to the Kyoto Protocol.  

The Committee interprets the eligible carbon abatement standard as requiring the method to only credit 
abatement that:  

• results from the project; and  

• is capable of being used to meet Australia’s mitigation targets under the Kyoto Protocol and Paris 
Agreement.  

When first made, the offsets integrity standards required that methods ‘not be inconsistent with the 
methods set out in the National Inventory Report’.7 This form of wording implies there should be a degree of 
consistency between the methods used in the National Inventory Report to report on emissions and 
removals from particular sectors, and the methods that credit abatement from the same sectors under the 
ERF. The wording of the current eligible carbon abatement standard is less restrictive. On its face, it merely 
requires the relevant carbon abatement to be able to be used to meet Australia’s international mitigation 
targets.  

The standard should be interpreted in a manner that best promotes the objects of the Act, which include 
helping Australia to meet its international mitigation obligations. The issuance of credits to abatement that is 
not included in Australia’s National Inventory Report does not help Australia to meet these obligations. Due 
to this, the Committee interprets the standard as requiring the abatement credited under the ERF’s methods 
to be from sources and sinks that are accounted for by Australia under the Kyoto Protocol and Paris 
Agreement. However, the Committee does not require methods to use approaches that are consistent, or 
even ‘not inconsistent’, with those contained in the National Inventory Report. The methods contained in 
the National Inventory Report are designed to estimate emissions and removals at a national scale, while 
methods are designed to estimate abatement at a project-scale. The differences in focus and scale 
necessitate different approaches. The Committee is of the view that the standard only requires the 
abatement to be from sources and sinks that are accounted for by Australia under the Kyoto Protocol and 
Paris Agreement and that is capable of being used to meet Australia’s mitigation targets.  

A potential source of ambiguity in the standard concerns situations where Australia formally accounts for 
emissions or removals from a particular sector but, in practice, the relevant emissions and removals are not 
(or are only partially) accounted for in the National Inventory Report. Gaps in the coverage of emissions and 
removals can occur because of the complexity of national-level reporting, and the evolving nature of the 
methods in the National Inventory Report (i.e. they are constantly updated and improved). The Committee 

                                                           

7 Carbon Credits (Carbon Farming Initiative) Act 2011, s 133(1)(c) as at 15 September 2011. 
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does not believe the eligible carbon abatement standard requires the National Inventory Report to account 
for the relevant emissions or removals covered by the method. All that is required is that the abatement 
must be capable of being used to meet Australia’s mitigation targets under the Kyoto Protocol and Paris 
Agreement.  

The Act requires one of the members of the Committee to be from the Department. Under section 123C, if 
the Departmental member advises that the carbon abatement under a proposed method or variation is not 
(or would not be) eligible carbon abatement, the Committee must assume the method does not satisfy the 
eligible carbon abatement standard. 

Method example – Blue Carbon  

With the publication of the 2013 Supplement to the 2006 IPCC Guidelines for National Greenhouse Gas 
Inventories: Wetlands, countries including Australia are required to account for emissions and removals of 
greenhouse gases associated with coastal and freshwater wetlands in their inventories.  

This change in inventory reporting requirements has enabled the prioritisation of a blue carbon method 
under the ERF as the emissions reductions achieved under the method can be counted towards Australia’s 
emissions reduction targets. The blue carbon method will create opportunities to earn carbon credits for 
restoring mangroves and tidal marshes through the introduction of tidal flows.  

6.4 Evidence-based 

The evidence-based standard is contained in paragraph 133(1)(d) of the Act, which states: 

a method specified in, or ascertained in accordance with, a methodology determination in 
accordance with paragraph 106(1)(c) should be supported by clear and convincing evidence. 

The Committee interprets this standard as requiring there to be clear and convincing evidence of:  

• the impact of the abatement activity on emissions and removals (the activity incentivised under the 
method must be capable of reducing emissions or increasing removals relative to what would have 
occurred without the incentive provided by the scheme); 

• the robustness of the approach to the exclusion of non-additional projects and non-additional 
abatement; 

• the robustness of the approach to measurement and verification; and 

• the robustness of the approach to the treatment of project emissions and leakage (see below).  

The application of the evidence-based standard to additionality issues, which involve counterfactuals, is 
problematic because, by their very nature, counterfactuals cannot be proven or disproven. There can be no 
clear and convincing evidence of the validity or accuracy of a counterfactual, only a judgment of whether it is 
reasonable. Due to this, when applying the standard to questions concerning the additionality of projects 
and abatement under methods, the Committee seeks to ensure the approaches adopted are robust, having 
regard to what is known about the trends and drivers of emissions and removals from the relevant sources 
and sinks.  

mailto:ERAC@cleanenergyregulator.gov.au
mailto:ERAC@cleanenergyregulator.gov.au
mailto:ERAC@cleanenergyregulator.gov.au
mailto:ERAC@cleanenergyregulator.gov.au
mailto:ERAC@cleanenergyregulator.gov.au
http://www.cleanenergyregulator.gov.au/
http://www.cleanenergyregulator.gov.au/
http://www.cleanenergyregulator.gov.au/
http://www.cleanenergyregulator.gov.au/
http://www.cleanenergyregulator.gov.au/


 

GPO Box 621 Canberra ACT 2601       1300 553 542 ERAC@cleanenergyregulator.gov.au www.cleanenergyregulator.gov.au 14 

Developing methods based on high quality evidence is essential for the integrity of the ERF. In developing 
methods, the CER draws from a range of sources and engages with experts including from industry and 
academia. It also commissions independent technical experts to test the technical accuracy of methods.  

The Committee undertakes public consultation on draft methods. This ensures members of the public have 
an opportunity to evaluate and comment on methods. 

The nature of scientific progress means evidence will change over time. This means assumptions made when 
a method was developed may become outdated. To address this concern, the Committee undertakes 
reviews of methods to ensure they continue to meet this standard. A number of methods have been varied 
since the scheme’s inception to incorporate new knowledge and updates in scientific evidence. 

In applying the evidence-based standard, the Committee generally considers the following factors. 

• The sources of evidence used to build assumptions and calculations in a method. Evidence may include 
peer-reviewed literature, industry publications, government publications, business documents from 
Australia or internationally. 

• If there is variability or tension between evidence sources and how accepted the evidence is in the 
relevant scientific community. 

• Whether the balance between modelled and directly measuring emissions estimates is appropriate and 
supported by evidence. 

• The feedback received from technical experts, industry or through public submissions.  

Method example – Commercial and Public Lighting 

The commercial and public lighting method credits projects that improve the energy efficiency of lighting 
systems in commercial and industrial buildings, as well as public areas, such as pedestrian, street, and 
traffic lighting. 

The method was developed in consultation with industry and technical experts and is based on evidence. 
The calculation of abatement uses lighting energy consumption formulae and product specifications 
widely accepted and used by engineers. Adjustment factors to account for situations such as shutdown 
periods are based on market data and scientific evidence. The method also aligns with the classification of 
buildings and modelling requirements set out in the Building Code of Australia.  

6.5 Project emissions  

The project emissions standard is contained in paragraph 133(1)(e) of the Act, which states: 

a method specified in, or ascertained in accordance with, a methodology determination in 
accordance with paragraph 106(1)(c) should provide that, in ascertaining the carbon dioxide 
equivalent net abatement amount for a project, there is to be a deduction of the carbon dioxide 
equivalent of any amounts of greenhouse gases that: 

(i)  are emitted as a direct consequence of carrying out the project; and 

(ii)  under the determination, are taken to be material amounts. 
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Project emissions refer to increases in emissions within the project boundary that occur as a consequence of 
undertaking the relevant abatement activity. For example, a project designed to capture and combust 
methane from livestock manure may require a diesel generator to operate fans and other related 
equipment. The operation of the generator would not have occurred in the absence of the project and will 
give rise to project emissions that offset the climate benefits associated with the destruction of the 
methane.  

Leakage refers to increases in emissions or reductions in removals that occur outside the project boundary 
as a consequence of the project activity. Leakage comes in two forms: direct and indirect.  

Direct leakage, also known as activity shifting, refers to instances where the project proponent physically 
moves the emitting activity to another location, outside the project boundary, while claiming credits for the 
reduction in emissions inside the project boundary.  

Indirect leakage refers to instances where the benefits of the abatement within the project boundary are 
negated by market-induced increases in emissions or reductions in removals outside of the project 
boundary. For example, in an offset project involving reforestation of grazing land, indirect leakage could 
involve an increase in deforestation triggered by higher meat prices that arise from the loss of grazing land 
and associated reduction in meat production. 

The Committee interprets the project emissions standard as requiring methods to contain appropriate 
deductions for all material project emissions. Deductions are considered appropriate if project emissions are 
required to be estimated in a robust manner that is supported by clear and convincing evidence (i.e. in a 
manner consistent with the measurable and verifiable standard and evidence-based standard). The 
estimates of project emissions that provide the basis for deductions also have to result in net abatement 
being conservative, which in this context means erring on the high side (i.e. likely to over-estimate rather 
than under-estimate the project emissions, consistent with the conservative standard).  

The Committee considers project emissions to be material if, cumulatively, they are likely to exceed five per 
cent of the net abatement amount of projects taken under the method.  

The Committee does not believe the standard requires deductions to be made for either direct or indirect 
leakage as they do not occur as a ‘direct consequence of carrying out the project’. Direct leakage arises as a 
consequence of non-project activities. Similarly, indirect leakage arises as a consequence of the interaction 
of a number of direct and indirect factors, many of which lie outside of the control of the project proponent. 
While leakage emissions are not covered by this standard, the Committee considers them in the context of 
the conservative standard (see below).  

The Committee prefers deductions for project emissions to be done on a net basis; that is, calculated having 
regard to what the relevant emissions would have been in the baseline case without the project activity. 
However, methods that do not calculate project emissions on a net basis will not necessarily fail to meet the 
standard. 
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Method example – Industrial Electricity and Fuel Efficiency  

The industrial electricity and fuel efficiency method credits abatement from projects that reduce energy 
consumption emissions by, for example, upgrading boilers or furnaces, or switching fuels. 

The method only credits abatement from reduced energy consumption resulting from the project. 
Material emissions that are generated as a direct result of carrying out the project must be included in the 
project boundary and in abatement calculations, including any interactive effects. For example, upgrading 
lighting systems will decrease electricity consumption for lighting but also increase the amount of heating 
required in winter. The method will only credit abatement resulting from the upgrade to the lighting 
system. This means the project abatement must be adjusted for the increase in heating energy 
consumption emissions in winter. 

6.6 Conservative 

The conservative standard is contained in paragraph 133(1)(g) of the Act, which states: 

to the extent to which a method specified in, or ascertained in accordance with, a methodology 
determination in accordance with paragraph 106(1)(c) involves an estimate, projection or 
assumption—the estimate, projection or assumption should be conservative. 

The Committee interprets this standard as requiring all estimates, projections and assumptions that have an 
influence on the calculation of the net abatement amount of eligible projects to be conservative. 
Conservative in this context means estimates, projects and assumptions that are cautious and likely to avoid 
the over-estimation of the abatement from projects taken under the method.  

This standard must be interpreted in a way that best promotes the objects of the Act to incentivise offset 
projects that help meet Australia’s international mitigation targets. Requiring every estimate, projection and 
assumption in a method to be conservative, in the sense of having a high probability of being an under-
estimate, would lead to highly conservative estimates of the net abatement amount from eligible projects. 
This would undermine the incentive for people to undertake offset projects.  

Due to this, the Committee does not require every estimate, projection and assumption to be conservative 
in the sense of having a high probability of being an under-estimate. How conservative each estimate, 
projection and assumption is required to be is interpreted in the context of the method, with the intent of 
ensuring the cumulative impact of all relevant estimates, projections and assumptions is to provide a 
conservative estimate of the net abatement amount. 

Having said this, the Committee is mindful of the need to do justice to the term ‘conservative’. The fact that 
the application of the method is likely to under-estimate the net abatement amount does not mean 
individual estimates, projections and assumptions can be overestimates. Each individual estimate, projection 
and assumption must at least have a reasonable probability of being an underestimate (other than in 
relation to deductions, where they should be likely to be overestimates). 

Like all of the standards, the conservative standard is applied at the method-level. Methods must be likely to 
provide a conservative estimate of the net abatement amount of most projects taken under the method. If 
methods are likely to overestimate the abatement from some projects, across all projects likely to be 
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initiated under the method, the method must be likely to underestimate the aggregate net abatement 
amount. Similarly, in relation to each individual estimate, projection and assumption, while they may 
constitute an overestimate in relation to some projects, they must at least have a reasonable probability of 
being an underestimate for most projects likely to be taken under the method.  

In applying the standard, the Committee may consider explicit and implicit estimates, projections and 
assumptions. The fact that a method does not explicitly identify an estimate, projection or assumption does 
not mean it has not been relied on in constructing the method, or that it is not relevant to the assessment of 
how conservative the estimates of the net abatement amounts are. Consistent with this, in applying the 
conservative standard, the Committee generally considers:  

• the potential for direct and indirect leakage to arise as a consequence of project activities; and  

• the risk of non-permanence for sequestration projects and whether, having regard to the permanence 
period discount, the net abatement amount is sufficiently conservative.   

Non-permanence refers to the risk that carbon sequestered as a consequence of sequestration offset 
projects will be fully or partially released as a result of future events. 

Method example – Soil Carbon Sequestration in Agricultural Systems  

The Soil Carbon Sequestration in Agricultural Systems Method credits projects that undertake activities 
that sequester soil carbon under pasture, crops, horticultural or mixed farming systems.  

Natural variability in soil carbon content occurs from changes in climate and management practices. A 50 
per cent discount factor is applied to abatement estimates until the third measurement is made. This is 
designed to account for the uncertainty as to whether the abatement that is evident has resulted from the 
changed management practices or is part of natural variability.  

With more measurements later in the project period, the abatement estimates become more reliable and 
the discount factor is removed from calculations. 
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