PROPOSED RISK BASED ENVIRONMENTAL REGULATORY FRAMEWORK UNDER THE PROTECTION OF THE ENVIRONMENT OPERATIONS ACT 1997
Background

The Protection of the Environment Operations Act 1997 (POEO Act) is the primary tool for regulating pollution in NSW.  Under Schedule 1 of the POEO Act the Environment Protection Authority (EPA) licences approximately 2,500 facilities across over 100 different broad industry types that range from agricultural activities such as piggeries through to heavy industrial activities such as oil refineries and steel production.   

A review conducted by the EPA has concluded that while the POEO Act continues to meet its objectives, improvements can be made to the licensing system, so that
· The EPA’s regulatory intervention effectively matches the level of environmental risk
· There are stronger incentives for licensees to continue to improve their environmental performance 
· There is increased public information about industry environmental performance and EPA regulatory decisions 
· The EPA’s regulatory costs are recovered more fully. 
Proposed Scheme

The proposed risk based environmental regulatory framework includes the following elements:

· A robust and transparent risk methodology framework based on sound science

· The establishment of a three level system of licensing (with Level 1 being for the highest risk activities)

· Scheduled activity types (industry sectors) allocated a “default” Level based on a number of considerations such as the potential for environmental impacts from the type of industry – this would establish a benchmark for that industry sector. 

· Each licensed facility undergoing an individual risk assessment which would include an assessment of site specific potential environmental impacts and compliance performance history. Based on this assessment each facility would be allocated a licensing Level 

· The Level would inform the intensity of regulation needed (eg number of inspections) and the type and extent of licence conditions required. For example a Level 1 licence would require more inspections than a Level 3 licence. A Level 1 licence would also require extensive monitoring and reporting conditions, while a Level 3 licence would be relatively simple with standard licence conditions (reducing unnecessary costs for low risk licensees) 

· The Level would also inform the licence fee – the higher the risk Level, the higher the fees. This reflects that higher risk licences result in more regulatory effort and that it is appropriate for the EPA to more fully recover its compliance and enforcement costs from these types of facilities
· The Level allocated to each licence would be publicly available on EPA’s Public Register

· The Levels would be regularly reviewed to ensure that they are still appropriate for the particular licensed facility
Proposed Legislative changes

The introduction of the proposed risk based framework would require changes to the administrative licence fee structure under the Protection of the Environment Operations (General) Regulation 2009. This will ensure that licence fees better match the level of regulatory intervention required to be undertaken by the EPA.  

The EPA is also proposing to make some other changes to licence fees:
· Continuing the staged increase of licence administrative fee units and pollutant fee units 
· Changing the methodology for calculating fees for LBL licensees, so that these licensees pay both administrative and load fees – this will provide a greater incentive to further reduce emissions of pollutants. 

Workshop

The EPA is holding workshops with key stakeholders to provide more information about the proposed framework and to obtain feedback to inform further development of the scheme. 

Following on from the workshop, the EPA will accept any further comments by Friday 31 May 2013. 
