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A REGULATED MARKET PRIMARILY 
DRIVEN BY VOLUNTARY DEMAND
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M A R K E T ST R U C T U R E
The carbon market in Australia offers a robust
issuance and verification platform to generate
and trade carbon credits.

The Carbon Farming Initiative Act 2011 (CFI Act)
enables landholders, corporations and other
entities to receive carbon credits in exchange for
conducting emissions sequestration or avoidance
projects. The carbon credits issued in Australia are
Australian Carbon Credits Units (ACCUs).

ACCUs are a financial product issued and regulated
by the Clean Energy Regulator (CER), and can be
issued under any of its prescribed methodologies.
The methodologies cover a wide range of activities,
and like voluntary methods, fall into two categories;
land-sector (nature-based) methods and industrial
(engineered) methods.

The primary Australian national carbon
market is managed and regulated under the CER
administered Emissions Reductions Fund (ERF).
It comprises the voluntary ERF scheme and
the compliance market (called the Safeguard
Mechanism) - ACCUs are used for voluntary and
compliance purposes. The voluntary ERF scheme
enables project developers to earn ACCUs by
working on eligible projects that reduce or
remove emissions. For a project to be eligible,
it must pass certain criteria set out by the CER,
and the developer responsible for the project
must report to the CER about the conduct as well as
the outcome of the project. These projects can also
apply to participate in an auction and enter into a
Carbon Abatement Contract (CAC) with the ERF to
sell their ACCUs to the ERF. The ACCUs earned can
also be traded in the private market.

The Australian National Registry of Emissions Units
(ANREU) is the registry for ACCUs in Australia. The
ANREU is administered by the CER and tracks the
ownership and location of ACCUs issued under the
ERF. ACCUs are traceable through the ANREU and
for this reason are a low risk of double counting.

V O L U N TA RY D E M A N D
Historically, demand for ACCUs has bee largely
spoken for by the ERF, which has allocated $4.5
billion to the purchase of ACCUs. However, over
the past two years the volume of demand from
voluntary corporate buyers of credits has
significantly increased, allowing the ERF to step out
of the market and see it move towards a more
efficient private market. The ERF runs an auction
process twice a year whereby sellers can sell their
credits on a forward basis using a Carbon
Abatement Contract (CAC). Recently, the ERF has
changed all CACs to optional delivery, further
allowing voluntary corporate buyers to step in in
their place. We estimate circa $AUD 400 million of
ACCUs have been traded this fiscal year to date.

AC C U P R I C E H I STO RY
ACCU prices increased significantly in value over
the course of 2021. They started the year at $15
and subsequently peaked at $58 after the COP26
summit. Post the announcement of a review into
the operation of the ACCU market, the price fell to
$24. Following the recent election in Australia
there was an improvement in the spot ACCU price
to $38, linked to speculation on enhanced
decarbonisation policy, particularly in relation to
the Government applying more aggressive carbon
emission targets. The price has subsequently
settled around $30.

T H E  A U S T R A L I A N  C A R B O N  M A R K E T



M E T H O D O LO G I E S
There are various methods or types of projects
for generating ACCUs under the ERF. A few
primary methods are included below, in order of
historical ACCU issuance:
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1 . H U M A N - I N D U C E D R E G E N E R A T I O N ( H I R )

• HIR projects regenerate sections of an agricultural property where
vegetation has been previously supressed due to unsustainable
land management practices.

2 . A V O I D E D D E F O R E S T A T I O N

• Avoided deforestation projects aim to preserve native forests that
would otherwise have been cleared.

3 . L A N D F I L L G A S ( L F G )

• LFG projects install new or upgrade landfill gas collection systems.

4 . S A V A N N A H B U R N I N G

• Savannah burning projects aim to reduce the frequency and intensity
of wildfires by conducting planned burns in the Northern parts of
Australia.

5 . S O I L C A R B O N

• Soil carbon projects aim to remove carbon from the atmosphere and
store it in soil through updated farm management practices.

6 . A L T E R N A T I V E W A S T E T R E A T M E N T

• Alternative waste treatment projects divert solid waste from landfills
and convert it to a substitute fuel.

7 . I N D U S T R I A L E L E C T R I C I T Y O F F U E L E F F I C I E N C Y ( I E F E )

• IEFE projects avoid emissions through the changes in industrial
processes, such as modifying, removing or replacing energy intensive
equipment.
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T H E  S A F E G U A R D  
M E C H A N I S M
The Safeguard Mechanism is the Australian
national compliance market. The Mechanism
operates by setting a baseline level for select
facilities and requires the facility to keep
greenhouse gas emissions within that baseline
number. If the baseline number is exceeded,
the corporate is required to purchase ACCUs
to offset the facility’s emissions. If the baseline
number is not reached, the corporate receives
ACCUs to sell or use to offset emissions outside
of the facility. The corporates affected by the
mechanism consist of those with facilities (power
stations, foundries and mines) that emit more
than 100,000 tonnes of CO2 equivalent
per annum. The mechanism is currently applied
to 215 facilities across Australia.

To be implemented on 1 July 2023, it is expected
that Labor will revise the Safeguard Mechanism
baseline settings, reducing the baseline overtime,
and reaching zero by 2050. Several other changes
may be applied to the Safeguard Mechanism as
part of the Labor Governments review, including
the possible introduction of a new type of
avoidance credit, called a Safeguard Mechanism
Credit (SMC).

4

T H E  A U S T R A L I A N  C A R B O N  M A R K E T

T
H

E
 A

U
S

T
R

A
LI

A
N

 C
A

R
B

O
N

 M
A

R
K

E
T

T H E C H U B B R E V I E W
Energy and Climate Change Minister Chris Bowen
announced an independent review into the
Australian Carbon Market in July 2022. The review
is being led by Professor Ian Chubb, a
neuroscientist by training who was Chief Scientist
of Australia between 2011 and 2015 and served on
the board of the government’s Climate Change
Authority think tank.

The review follows broad criticism of Australia’s
Carbon Market earlier this year, with the former
Chair of the Emission Reduction Assurance
committee (ERAC) and the Australia Institute raising
concerns about the validity of abatement
generated by certain methodologies and the
governance role played by the CER. The review will
be completed by the end of 2022.
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Nov 21 
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Feb 21 
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Ukraine

Mar 22
Transitional exit 
arrangements 

announced

May 22
Australian 

Federal 
election

Jul 22
Chubb review 

announced

Jul 22 
Climate 

Change Bill 
introduced

Source: HVB, CER
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DISCLAIMER

S U M M A R Y  O F  I N F O R M A T I O N

This Report contains general information only and 
should not considered to be comprehensive or 
purport to comprise all the information that an 
investor should consider when making an 
investment decision. This Report is not a 
prospectus, disclosure document, product 
disclosure statement or other offering document 
under Australian law or under any other law.

A U T H O R I T Y

This Report is disseminated in Australia to 
"wholesale clients" / "sophisticated investors" 
within the meaning of the Corporations Act 2001 
(Cth) by Gaia Natural Capital Pty Ltd, Corporate 
Authorised Representative of Australian financial 
services licence No. 525278.

N O T  F I N A N C I A L  P R O D U C T  A D V I C E  

The information provided in this Report is for 
information purposes only. The information 
contained in this Report is not financial product or 
investment advice or a recommendation to acquire 
securities. This Report has been prepared without 
regard to the circumstances or objectives of those 
who receive it. Gaia Natural Capital Pty Ltd 
recommends that investors independently evaluate 
investments and strategies, and encourages 
investors to seek independent legal, taxation and 
financial advice appropriate to their jurisdiction and 
circumstances. The appropriateness of an 
investment or strategy will depend on an investor's 
circumstances and objectives. The securities, 
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instruments or strategies discussed in this Report 
may not be suitable for all investors, and certain 
investors may not be eligible to participate in some 
or all of them.

N O  L I A B I L I T Y

The information contained in this Report is based 
on publicly available information. Gaia Natural 
Capital Pty Ltd makes every effort to use reliable, 
comprehensive information, but makes no 
representation that it is accurate or complete. The 
information in this Report remains subject to 
change without notice. Gaia Natural Capital Pty Ltd 
is not responsible for providing updated 
information and assumes no responsibility to do 
Gaia Natural Capital Pty Ltd and its affiliates and 
each of their respective directors, agents, officers, 
employees and advisors expressly disclaim, to the 
maximum extent permitted by law, all liabilities 
(however caused, including negligence) in respect 
of, make no representations regarding, and take no 
responsibility for, any part of this Report and make 
no representation, warranty as to the currency, 
accuracy, reliability or completeness of any 
information, statements, opinions, conclusions or 
representations contained in this Report.

E X I S T I N G  R E L A T I O N S H I P  

Gaia Natural Capital Pty Ltd and its affiliates may 
have an investment banking or other relationship 
with the company that is the subject of this Report 
and may trade in any of the securities/instruments 
or derivatives of those securities/instruments
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referred to in this Report either for its own 
account or the accounts of its clients. Gaia 
Natural Capital Pty Ltd may make investment 
decisions that are inconsistent with the 
recommendations or views in this Report. 
Likewise, employees of Gaia Natural Capital Pty 
Ltd may have investments in 
securities/instruments or derivatives of those 
securities/instruments of companies mentioned 
in this Report and may trade them in ways 
different from those discussed in this Report.

F U T U R E  P E R F O R M A N C E

This Report contains certain forward-looking 
statements and opinions. The forward-looking 
statements, opinions and estimates provided in 
this Report are based on assumptions and 
contingencies which are subject to change 
without notice, as are statements about market 
and industry trends, which are based on 
interpretations of current market conditions. 
Forward-looking statements, including 
projections, forecasts and estimates, are 
provided as a general guide only and should not 
be relied on as an indication or guarantee of 
future performance and involve known and 
unknown risks, uncertainties and other factors. 
Past performance is not necessarily a guide to 
future performance and no representation or 
warranty is made as to the likelihood of 
achievement or reasonableness of any forward-
looking statements or other forecasts.

N O T  A N  O F F E R

This Report is not and should not be considered 
as an offer or solicitation to buy or sell securities 
or any other financial products. Neither this 
document nor any of its contents will form the 
basis of any contract or commitment to act as a 
securities broker or dealer in any jurisdiction by 
any person or company that is not legally 
permitted to carry on the business of a securities

6

broker or dealer in that jurisdiction. This Report 
must not be disclosed to any other party and 
does not carry any right of publication. Neither 
this Report nor any of its contents may be 
reproduced or used for any other purpose 
without the prior written consent of Gaia Natural 
Capital Pty Ltd.

M O N E T A R Y  V A L U E S  

Unless otherwise stated, all dollar values are in 
Australian dollars (AUD$).

C O N F I D E N T I A L  

This document contains information that is 
strictly confidential. You must not directly or 
indirectly disclose to any person or copy, use, 
publish or record in any form any part of this 
document.
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CONTACT US
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ben.wilson@gaiacap.com.au 
tim.hannon@gaiacap.com.au 
nicholas.cayzer@gaiacap.com.au 

Level 4, Austral House, 
115 Collins Street, 
Melbourne VIC 3000

gaiacap.com.au
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