CONTENTS

VOLUME 2
12 ASSISTANCE TO EMISSIONS-INTENSIVE TRADE-EXPOSED INDUSTRIES......cccvvieiiieeiinnnene, 12-1
12.1 Rationale and principles underlying the EITE assistance program ............cccccvveeeeeeesesicvvnnnn. 12-3
12.2 Mechanics of the EITE aSSIiStANCe PrOgram .........couiiiuiiiieieeae e iiiiieeeea e e srirereee e e e e s e sineeeeeas 12-14
12.3 Identifying activities eligible for EITE @SSIStanCe .........ccvvveiieeeiiiciiiiiee e 12-26
12.4 Eligibility thresholds and rates of @SSISTANCE ..........cooiiiiiiiiiiiii e 12-41
12.5 Determining allocative baselines for EITE aCtiVItieS ...........occoviiiiiiiiiiiiiieiieee e 12-56
12.6 Calculating and determining allocations to individual entities conducting EITE activities ..... 12-74
12.7 ReView Of EITE @SSISTANCE ......c.uuiiiiiiiiaiii ittt ettt e e e et e e e e e e e e nbeeeees 12-82
12.8 Governance and IMpPleMENTALION ...........coi i e e e 12-87
13 ASSISTANCE TO STRONGLY AFFECTED INDUSTRIES ..c.uuiiiiiiiiiieci et eeeee e e e e eans 13-1
13.1 Characteristics of strongly affected INAUSEIIES .........cooiiiiiiiiiiii e 13-1
13.2 Possible strongly affected INAUSTIHES.........ccceviiiieie e 13-5
13.3 The Electricity Sector AdjUuSIMENt SChEME .........cooiiiiiiiiiiii e 13-7
13.4 Direct assistance to coal-fired electricity geNerators.........cccccvvvcvveieieee e 13-13
13.5 Energy security and the SChEME .........ooiiiiiiiie e 13-42
14 TAX AND ACCOUNTING ISSUES ...uuiiiiiiiiiiieei et e et e e e e eta e et e st e e et e e ete e st e e e e e eaneeeanns 14-1
14.1 Objectives of the tax system in relation to the SCheme ..........cccoocciiieii e, 14-2
14.2 Income tax—development of discrete legislative provisions for the treatment of permits....... 14-4
14.3 Income tax—treatment of direct government assSiStanCe...........cocuveeeiriiiieniiieeee e 14-12
14.4 Permits surrendered for NON-COMMETrCial PUIPOSES.......uvuiiiieeeiiiiiirieeeee e e e e siirrre e e e e e e e sereneees 14-16
14.5 Permits created from reforestation and destruction of synthetic greenhouse gases............. 14-17
14.6 Transferring eligible Kyoto units into and out of the Australian registry........ccccccccevivvcivinnenn. 14-18
14.7 Income tax—treatment of penalties and PriCe Cap........c.uueevieeiiiiiiiiiiiieiee e 14-19
14.8 Other iNCOME TAX ISSUBS .. .eiiiiiitiiitiiiietee et e ieitteeee e e e s e s s atteeeeaaeessassstbeeraeaeesaaasssaaeereeesssnnnsnseeeeens 14-20
14.9  GOOAS AN SEIVICES TBX 1uuteeitiiieeiiiiiieetittieeessteeeessbeeeeesbaeeeesbeeeessbaeeeeabbeeeeansbeeeesasbeeeesasreeeens 14-24
14.10 Accounting for emissions-related assets and liabilitieS............cccccveieiree i, 14-28
15 TRANSITIONAL ISSUES . .etuiiiiieii et e e et e et e e et e e e et e e et e et e e et e e et e et e eraeeeaneeeanns 15-1
15.1 Termination Of eXIStING MEASUIES .......ueiiieiiiiiiiiieie e e e e e s e e e e e e e s s s e e e e e e e s s s snnrreeeeeaeesaansnnrees 15-1
15.2  Credit fOr @arlY @CHION ... ..eiii ittt e et e e et e e e st e e e e e e nbbe e e aae 15-9
15.3 Carbon cost PasS-throUGQN ... e e 15-10
15.4  FiXed PriCe traNSITION ... ..eiieiiiieie ittt e ettt e e e e e e s bbbt e e e e e e e e sanbbbe e e e e e e e e snnrreaaas 15-17
16 GOVERNANCE ARRANGEMENTS AND IMPLEMENTATION ....iiiiiiiiieiiie et 16-1
16.1 Roles of parliament, the Government, the minister, the regulator and the advisory

(oT0]001 00111 (= PSRRI 16-1
G I o TR =T [ =1 (o PP UUTTT PP 16-8
16.3 The advisory committee and review of the Scheme ..., 16-10
16.4 Monitoring, facilitating and enforcing COmpliance ..........cccceveeei i 16-13
16.5 TRE IEGISIAtION ...ttt e ettt e e st e e e st e e e e s areee e 16-14
G G T V] o] 1= 0 =T a1 = o] o PP 16-14

Page iii



17 HOUSEHOLD ASSISTANCE MEASURES.....cicttuiiiiiitseeeetiseesetiseesataseesanasessannnseeeasnnaesennan 17-1

A R 1 o - Tt 5o (oW Y= g o (o £ SRR 17-2
17.2 Household assistance commitments and targeting ...........cceeeeoiiiiiiiiieie e 17-4
17.3 Household cash asSIStaNCe MEASUIES.........cuuuiieiiiiiee ittt e ettt e ettt e e st e e sbaee e e sbaeeeeans 17-7
17.4 What will a flexible carbon price mean for householdS?............ccceiiiiiii e, 17-12
17.5 Interactions with the Pension Review and the Australia’s Future Tax System Review......... 17-13
17.6 Fuel tax adjusStment arranQgEMENTS. ........ccciiiiiiiiiiiee e e s ecrre e e e e e e se s r e e e e e e s e sra e e e e e e e e s aennreees 17-15
17.7 Helping households reduce ENErgy COSES .......uuiiiiiiiiiiiiiiie ittt 17-19
17.8 Assistance for NOUSENOIAS .........cooueiiiiiiii e 17-20
18 CLIMATE CHANGE ACTION FUND . ....iiiiiii e et e e et eeaae e 18-1
2 R @ o] 1= Tox 1) = S PP U TP PP UUPPPPPPPTTN 18-1
RS 02 I T o | o PSP 18-3
18.3 GOVEIrNANCE AN TIMING -..ttttiiiiieiiitiie ettt e e e e e e e e e e e e e e s e aab b beeeeaae e e s e asabeeeeaaaeesaannreees 18-12
18.4 Opportunities for JObS Of the fULUIE...........oiiiiii s 18-14
19 COMPLEMENTARY MEASURES ... .ctttiiitieeiiieitt e ettaeeeta e e et ee et esstaeeetasestasesstaeestaeeetaasrnaes 19-1
19.1 An overarching framework for complementary MeasUres ..........cccuueeeeeieeiiniiiiiieeee e 19-1
19.2 Measures to redUCE EIMISSIONS .......ceieiiureieeiiieieesitieeeestreeeeatbeeeesstbeeeessbeeeessbeeeeesnbeeeeesssbeeeesas 19-3
19.3 Reviewing current climate change programs and PoliCIES..........ccccvviieeee i, 19-8
APPENDICES

Appendix A: List of public SUDMISSIONS .......ceeiiiiiiiic e A-1
Appendix B: Comparison of emissions trading scheme design approaches ...........ccccccviiiiiiiennenn. B-1
Appendix C: Implementing the Kyoto ProtOCOL..........cuuiiiiiiiiiiiiiiiee e C-1
Appendix D: Possible strongly affected iINAUSEIIES .........c..evveiiiiiiiiiiee e e D-1
APPENdiX E: BUAQET SUMMIAIY ...ceiiiiiiiiiiiieee e e ettt e e et ettt e e e e e e s s bbbt e e ea e e s e e annbbeeeaeaaeeaesnnbsaeaaaeaaans E-1
LTI @ 1 S1CT Y 2 3 NS F-1
IN D E X ettt ettt et e et e et ettt eeet ettt eeeaaeetaaeeeteeetaaeetaeetneraneeetaaaeean G-1

Page iv Carbon Pollution Reduction Scheme



	Volume 2

