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Consultation paper: Proposed changes to the audit 
framework 

Purpose of this document 

The Clean Energy Regulator (the agency) is seeking your views on proposed changes to streamline the 
Emissions Reduction Fund (ERF) audit framework. These views will inform the development of a package of 
improvements for audits including any necessary amendments to the Carbon Credits (Carbon Farming 
Initiative) Rule 2015 (the Rule), the Carbon Credits (Carbon Farming Initiative) (Audit Thresholds) Instrument 
2015 (the Instrument) and the National Greenhouse and Energy Reporting (Audit) Determination 2009 (the 
Determination). 

The ERF supports investment in carbon abatement projects across all sectors of Australia’s economy and is 
helping Australia to meet its emissions reduction targets, as well as providing business and employment 
opportunities. It has delivered over 80 million tonnes of emissions reductions and has over 825 registered 
projects, of which around 470 have contracts with the Clean Energy Regulator. The ERF is continuing to 
evolve, and we are also seeing an expanding private sector demand for Australian carbon credit units 
(ACCUs) and for the co-benefits that carbon abatement projects so frequently provide.  

Scheme integrity is, and must remain, a core attribute of the scheme. Emissions reductions achieved by the 
ERF make a significant contribution to Australia’s international obligations, and provides government and 
private sector buyers of ACCUs with assurance that abatement is genuine. 

Audit has been one of the key monitoring and assurance tools used to regulate the schemes we administer. 
However, there may be value in the audit framework also evolving as the scheme matures. Over time the 
agency has enhanced its ability to monitor the abatement of carbon through other assurance mechanisms 
including improvements to Geographic Information System (GIS) capability and external validation tools. The 
agency has also received feedback from ERF proponents, including feedback from the workshops in October 
2019, that streamlining of audit arrangements, and in some cases reducing the impost of audits, has the 
potential to reduce financial costs and administrative red tape for the carbon abatement industry and 
increase scheme participation particularly for small scale projects, while still maintaining  scheme integrity. 
Streamlining of ERF audit requirements was also included as part of a broader package of recommendations 
made under the Report of the Expert Panel examining additional sources of low cost abatement (the King 
Review) to unlock low cost abatement opportunities from across the economy. 

To this end, this paper outlines options to streamline audit arrangements and reduce the burden of audits 
on ERF participants. These options remain as proposals at this stageꟷmost would require a decision by the 
Minister for Energy and Emissions Reduction to amend the Rule. The agency seeks the views of all ERF 
scheme participantsꟷproject proponents, aggregators and auditorsꟷto help the Government understand the 
effects, costs and benefits of these proposals.  

In addition to the proposed changes outlined in this consultation paper, we would welcome other 
suggestions that have the potential to streamline audit requirements. Specific comments are invited on the 
following: 

mailto:enquiries@cleanenergyregulator.gov.au
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• What potential impacts the proposed changes will have on the financial and administrative costs of audit 

• Whether the proposed changes will impact on the ability to provide and quality of reasonable assurance 
opinions; and 

• Whether the proposed changes will impact on scheme integrity and if so, how this impact could be 
mitigated. 

To help us understand your perspective, feedback should be supported by a clear rationale and, where 
possible, evidence. If you wish to discuss any of the proposals further, please contact the Clean Energy 
Regulator.  

It is important to note that the Government will consult further on draft changes to regulation that may 
result from this consultation. Your feedback on the proposed changes below will inform the scope and 
timing of the second round of consultation.  
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Proposed changes 
Audit schedule adjustment 

Current arrangements  

When projects are registered, the project proponent is provided with an audit schedule that sets out the 
number and timing of audits that must be submitted over the crediting period for that project. The Rule 
requires that the initial audit for each project must be provided with the first offsets report. The minimum 
period to be covered by the initial audit must be six months in length dating back to the start of the crediting 
period, but may be up to two years for emissions avoidance projects, and up to five years for sequestration 
projects.   

The timing and number of subsequent audits is determined based on the forward abatement estimate for 
the project. 

Under current arrangements, audit schedules are determined on a project-by-project basis, rather than 
considering the scheme participant or proponent’s whole portfolio. Proponents can apply to the agency for 
an audit schedule variation with applications considered based on the individual circumstances of the 
project  

Stakeholders have expressed interest in more flexibility for the timing of the first audit report. The Rule 
currently restricts adjustments to the timing of the initial audit report. Changes to timing of the initial audit 
would therefore require changes to the Rule. Stakeholders have also expressed interest in expanding the 
scope of audits to cover more than one project if under a single method to deliver economies of scale. This 
would require changes to how the agency administers audits.  

Proposed arrangements 

The changes proposed would allow for the following: 

1. To adapt the agency’s posture on audit timings to enable proponents to more easily align the timing of 
audits across projects under the same method type. Noting that audit team leaders will still need to 
comply with audit team leader rotation requirements for multiple projects relating to a single 
proponent. 

2. To allow proponents to apply for the initial audit to be submitted with a subsequent (rather than first) 
offsets report. The reporting period covered by the initial audit report would include both the initial and 
subsequent reporting period dating back to the start of the project. Applications for deferral would be 
considered on a risk basis including, among other factors, the amount of abatement achieved in the 
initial reporting period, the project method, reasons for the requested deferral and other assurance that 
can be provided by the project proponent.  

mailto:enquiries@cleanenergyregulator.gov.au
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Client Portal documentation 

Current arrangements  

During the conduct of an audit, proponents must make all necessary documents available to the auditor. 
This may include documents related to previous applications submitted to the agency via the Client Portal. 
Under current arrangements, proponents do not have access to previous documents submitted in the Client 
Portal. This may potentially limit or delay documents being made available to an auditor as part of the 
auditor’s information request. 

Proposed arrangements 

This proposal would see changes made to the Client Portal to provide the ability for project proponents to 
access documents they have submitted via the Client Portal as part of previous applications provided to the 
agency.  

Audit threshold amendments 

Current arrangements  

As set out in the Instrument, the annual average abatement amount (Project forward abatement estimate 
divided by the number of years in the crediting period for the project) is the sole criteria applied by the 
agency to determine audit thresholds. No other risk factors such as method complexity are applied at 
present. This means that the audit thresholds as set out in the Instrument are applied to all projects across 
all methods under the ERF, irrespective of the relative complexity and risk inherent in individual methods. 
This includes the requirement that a project must have not less than one initial audit and two subsequent 
audits over the crediting period for the project.  

Proposed arrangements 

Under this proposal, the agency would take a risk-based approach to setting audit thresholds. Audit 
thresholds would be set according to two risk factors: method type, and the annual average abatement 
amount. This would mean that different audit thresholds, and the number of audits required under those 
thresholds, would apply to different method types.  

Included in this proposal is a change to the minimum audit requirement. This would see an additional set of 
thresholds established in the Instrument for which the minimum number of subsequent audits would be less 
than twoꟷin effect reducing the number of audits that may need to be undertaken in some cases for some 
methods. In line with the agency’s proposed risk-based approach, these thresholds may not apply to all 
projects and would be determined on a method by method basis. 

The agency is also considering a threshold below which no audits would be required, with the agency instead 
using alternative and complementary compliance monitoring and assessment tools, including improvements 
to GIS capability and external validation tools, to ensure scheme compliance and integrity. This is being 
considered as part of a package of other measures aimed at streamlining requirements for projects that fall 
below a certain threshold and will be included as part of future consultation on these measures. 

It is important to note that current audit threshold arrangements as set out under the Instrument allow for a 
certain level of flexibility in how the agency can determine audit threshold requirements. This includes the 
addition of method type within the Instrument as a risk factor for determining audit thresholds. Changes 
under this proposal to reduce the minimum audit requirement will require further consideration of what 
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changes are currently available under the current legislative framework and whether changes to the Rule are 
required. 

Risk-based audit scope requirements  

Current arrangements  

Audit scope requirements as set out in the Rule define the matters that must be included in the scope of an 
audit. These requirements, which have remained unchanged since the commencement of the Rule, provide 
limited flexibility to define a set of risk-based audit scope requirements. Whilst this arrangement may have 
been suitable during the early years of the scheme, there has been improved access to and advancements in 
alternative assurance mechanisms and a matured understanding of method specific risks. This represents an 
opportunity to develop a risk-based approach to audit scope requirements with audit matters specific to 
each method type. 

Proposed arrangements 

The agency is exploring the option of establishing audit scope requirements specific to each method type. 
These could be amended over time to manage developing risks across the scheme. Scheme participants 
would be consulted before any updates were made. 

This proposal would not limit auditors applying their professional judgement in determining whether 
matters excluded or included in the scope of an audit are considered key risk areas necessary to be able to 
provide a reasonable assurance opinion. 
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Make a submission  
Submissions are due by 5pm, Friday 2 October 2020 (AEST). Any submissions received after this date will be 
considered at the Clean Energy Regulator’s discretion. 

It is preferred that submissions be submitted electronically to the below email address. Submissions may be 
posted to the below postal address if required. 

Please include the submission coversheet with your submission. 

Email address (preferred):  
audit@cleanenergyregulator.gov.au  

Postal address: 
Scheme Audit and Assurance  
Clean Energy Regulator 
GPO Box 621 
Canberra ACT 2601 
 
Contact the Clean Energy Regulatori for more information. 

Confidentiality and privacy 

The Clean Energy Regulator will treat all submissions as public documents, unless the author requests the 
submission be treated as confidential. Public submissions may be published in full on the Clean Energy 
Regulator’s website. If published, the Clean Energy Regulator will publish the name of the individual or name 
of the organisation and state or territory with your submission. 

A request may be made under the Freedom of Information Act 1982 (Cth) for a submission marked 
‘confidential’ to be made available. Such requests will be determined in accordance with provisions under 
the Freedom of Information Act 1982.  

The Clean Energy Regulator will deal with personal information contained in, or provided in relation to, 
submissions in accordance with the Clean Energy Regulator’s privacy policyii. 

  

 

 

 

 

 

 

i http://www.cleanenergyregulator.gov.au/About/Contact-us 
ii http://www.cleanenergyregulator.gov.au/About/Policies-and-publications/Condensed-privacy-policy. 
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