Figure 1.2: The National Greenhouse and Energy Reporting thresholds for facilities and corporations
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Notes: TJ = terajoule (10" joules) of energy consumed or produced; kt = kilotonne (10° kilograms) CO,-e equivalent of greenhouse gases
emitted.Conversion factors: Energy—1 terajoule = 1000 gigajoules, 1 gigajoule = 1000 megajoules, 1 megajoule = 1000 kilojoules, 1 kilojoule
= 1000 joules; CO,-¢ emissions—1 kilotonne = 1000 tonnes, 1 tonne = 1000 kilograms.

1.2.1 Controlling corporation

The principal obligations under the Act apply to ‘controlling corporations’. A controlling corporation is a constitutional
corporation that does not have a holding company in Australia; it is generally the corporation at the top of the corporate

hierarchy in Australia. Foreign corporations may also be controlling corporations.

1.2.2 Constitutional corporation

Under paragraph 51(xx) of the Australian Constitution, the Australian Parliament has power to make laws with respect
to foreign corporations and trading or financial corporations formed within the limits of the Commonwealth. These

corporations are known as ‘constitutional corporations’.
Organisations in doubt about their status as a constitutional corporation should consider seeking legal advice.

Organisations for which legal application of the principle of a constitutional corporation is not well established (such as
incorporated government agencies) should consider keeping greenhouse gas emissions and energy records as appropriate
and apply for registration under the Act if a threshold is met or likely to be met.

Current coverage of the Act to constitutional corporations in no way pre-empts or precludes the possible coverage of an

emissions trading scheme.




1.2.3 Members of a controlling corporation’s group

A controlling corporation’s group may include the following members, in addition to the controlling corporation itself:
subsidiaries
joint ventures

partnerships.

Note, however, that there are some further issues to consider when determining whether a particular subsidiary, joint
venture or partnership is a member of a given controlling corporation’s group, as discussed below.

1.2.4 A subsidiary

Under the Act a ‘subsidiary’ has the same meaning as that expressed in s. 46 of the Corporations Act 2001. Any
subsidiary under the Corporations Act would be considered part of the controlling corporation’s group.

Section 46 of the Corporations Act 2001:

A body corporate (in this section called the first body) is a subsidiary of another body corporate if, and only if:

a. the other body:
i. controls the composition of the first body’s board; or

ii. is in a position to cast, or control the casting of, more than one-half of the maximum number of votes that
might be cast at a general meeting of the first body; or

iii. holds more than one-half of the issued share capital of the first body (excluding any part of that issued
share capital that carries no right to participate beyond a specified amount in a distribution of either profits
or capital); or

b. the first body is a subsidiary of a subsidiary of the other body.

1.2.5 Joint ventures and partnerships

Responsibility for reporting on joint ventures and partnerships is specified in s. 8 of the Act. Under the Act joint ventures
and partnerships are significant in relation to a controlling corporation’s group only if the joint venture or partnership
has operational control of facilities.

In order to identify the members of a controlling corporation’s group, and therefore the corporation’s potential
obligations under the Act, participants and partners are encouraged to nominate a responsible entity for joint ventures
or partnerships. If a nomination is not made, the controlling corporation of every participant and partner will be
responsible for applying to register and for reporting each facility under the operational control of the joint venture or
partnership.

If a third party manager has operational control over facilities on behalf of the joint venture, the controlling corporation
of the third party would be responsible for those facilities. If a participant in the joint venture has operational control
over a facility owned by the joint venture and that participant is operating independently, rather than merely acting

on behalf of the joint venture, operational control would rest with that participant. The same principles apply for
partnerships.

Regulations 2.08 to 2.13 set out rules for making and revoking nominations of a responsible entity for a joint venture
or partnership. Nominations can take place at any time, independently of a controlling corporation’s registration
application. Forms will be made available on the website, at www.climatechange.gov.au/reporting, to assist
corporations in this process.



Under the Act, corporations registered by the Greenhouse and Energy Data Officer are required to report all greenhouse
gas emissions, energy production and energy consumption from facilities under the operational control of the registered
corporation or a member of its group. Defining a ‘facility’ and determining a facility’s boundaries are therefore central to
reporting under the Act. In some cases, greenhouse gas emissions, energy production and energy consumption data from
the operation of facilities may be provided by a member of the registered corporation’s group.

The following four criteria can be used in determining if an activity or series of activities forms a facility under the Act:
1. Activities must produce greenhouse gas emissions or produce or consume energy.

2. Activities are part of a production process.

3. Activities occur at a ‘single site’.

4. Activities are attributable to a single industry sector.

1.3.1 One: activities that produce greenhouse gas emissions or produce or consume energy

To satisfy the first requirement for a facility, the activities attributed to the facility must produce greenhouse gas
emissions or produce or consume energy.

Greenhouse gas emissions

For the purposes of the Act ‘emissions’ means the release of greenhouse gases into the atmosphere. This covers direct
releases of greenhouse gases (scope 1 emissions) and certain indirect releases of greenhouse gases (scope 2 emissions).

‘Emissions’ are defined in r. 2.23:

Emissions of greenhouse gas, in relation to a facility, means the release of greenhouse gas into the atmosphere
as a direct result of 1 of the following:

a. an activity, or series of activities (including ancillary activities) that constitute the facility (scope 1 emissions)

b. 1 or more activities that generate electricity, heating, cooling or steam that is consumed by the facility but that do
not form part of the facility (scope 2 emissions).

Table 1.1 shows the greenhouse gases that must be reported under the Act.

Table 1.1: Greenhouse gases that must be reported under the Act

Carbon dioxide Co, HFC-41 CH,F
HFC-125 CHF, HFC-43-10mee CHF,,
HFC-134 C,H,F, (CHF,CHF)) Methane CH,
HFC-134a C,H,F, (CH,FCF)) Nitrous oxide N,0
HFC-143 C,H,F, (CHF,CH,F) Perfluorobutane C,Fi
HFC-143a C,H,F, (CF,CH,) Perfluorocyclobutane ¢-CF,
HFC-152a CH,F, (CH,CHF)) Perfluoroethane (hexafluoroethane) C,Fs
HFC-227ea C,HF, Perfluorohexane CeFy
HFC-23 CHF, Perfluoromethane (tetrafluoromethane) CF,
HFC-236fa C,H,F, Perfluoropentane CF,,
HFC-245ca C,H,F, Perfluoropropane C,F,
HFC-32 CH,F, Sulphur hexafluoride SF,

Corporations can also voluntarily report on other greenhouse gas emissions: only those in Table 1.1, which are taken
directly from the Act, are mandatory.



The terms ‘scope 1’, ‘scope 2" and ‘scope 3’ are well known and used in a number of Australian and international programs
and standards. They are defined by the World Resource Institute and the World Business Council for Sustainable
Development in the Greenhouse Gas Protocol: a corporate accounting and reporting standard (known simply as

the Greenhouse Gas Protocol) and the International Organization for Standardization’s Standard for Greenhouse
Gases—Part 1: specification with guidance at the organisational level for quantification and reporting of greenhouse gas
emissions and removals (ISO 14064-1).

Scope 3 emissions, which are not defined in the NGER legislation because reporting them is not mandatory, are
greenhouse gas emissions (other than scope 2 emissions) that are generated in the wider economy as a consequence of a
facility’s activities but that are physically produced by another facility.

A ‘source’ means a source of emissions.

Figure 1.3 shows examples of scope 1, 2 and 3 greenhouse gas emissions. In this example scope 1 emissions are produced
by activities at or attributed to the facility, such as an industrial process, or transport activities that are attributed to this
facility. The scope 2 emissions for this facility are consumption of electricity that has been produced at another site (not

forming part of the facility). Employees’ business travel on a commercial airline or waste that is treated or stored off-site
might be examples of scope 3 emissions.

Figure 1.3: Scope 1, 2 and 3 greenhouse gas emissions: examples
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* The definitions of scope 1 and scope 2 emissions are summarised from r. 2.23.



Energy production

‘Energy production’ is defined in r. 2.23:

Production of energy, in relation to a facility, means any one of the following:

a. the extraction or capture of energy from natural sources for final consumption by or from the operation of the
facility or for use other than in operation of the facility;

b. the manufacture of energy by the conversion of energy from one form to another form for final consumption by
or from the operation of the facility or for use other than in the operation of the facility.

Energy consumption

‘Energy consumption’ is defined in r. 2.23:

Consumption of energy, in relation to a facility, means the use or disposal of energy from the operation of the
facility including own-use and losses in extraction, production and transmission.

1.3.2 Two: activities that are part of a single production process

An activity or a series of activities forms part of a single undertaking or enterprise if it produces one or more products
or services (the primary production process) at a site. For example, the primary production process might be the
manufacture of steel. This would involve a number of activities (iron pelleting, processing through a blast furnace, coke
manufacture and steel milling) that contribute to the manufacture of a product (steel) or products (steel rail gauge, steel
girders, and so on) for sale in the market.

Other production processes—activities occurring at a particular site but that are separate processes—would also be
considered part of a single facility if they are under the overall control of the same corporation.

To be considered separate facilities, the other production processes must be under the overall control of a corporation
other than the one responsible for the primary production process and produce products or services for a purpose
external to the primary production process—that is, they are not used solely in the primary production process.

A corporation will have overall control of an activity or series of activities if it has the authority to introduce and
implement operating, environmental, or health and safety policies for the activity. If more than one corporation satisfies
this criterion, the one with the greatest authority for operating and environmental policies will have overall control of the
activity. This concept is in line with the definition of ‘operational control’ under the Act.

Regulation 2.14 defines the concept of ‘overall control’:

1. A corporation has overall control in relation to an activity or series of activities (including ancillary activities) if
the corporation has the authority to introduce and implement any or all of the following for the activity or series
of activities:

a. operating policies;
b. health and safety policies;

c. environmental policies.

2. If more than 1 corporation could satisfy subregulation (1) at any 1 time, then the corporation that has the greatest
authority to introduce and implement the policies mentioned in paragraphs (1) (a) and (c) is taken, for the
purposes of these Regulations, to have overall control in relation to the activity or series of activities (including
ancillary activities).

‘Overall control’ is a concept used to identify the corporation that has operational control of activities or a series of
activities. ‘Operational control’ is a concept used to identify which controlling corporation (or member of the controlling
corporation’s group) has control of the facility in question—see Section 1.4.













Table 1.6 provides another example of amounts of fuel types used that might meet the corporate thresholds.

Table 1.6: Energy amounts and thresholds: a corporate example

Fuel type Amount Amount in terajoules Threshold component met
20 Electricity consumption 139 000 000 kWh  500.4 terajoules Corporate: 2008-09
7 [ . (equates to 124.60 kt CO,-e) (energy consumption only)
U Brown coal consumption 52 000 tonnes 530 terajoules Corporate: 2008-09
(electricity NSW) (energy consumption)

Note: Figures taken from NGERS Calculator. In this example the corporation is situated in New South Wales.

When deciding whether a corporation should apply for registration under the Act, it is essential to include both scope 1
and scope 2 greenhouse gas emissions. As noted, scope 3 emissions do not need to be included when estimating
greenhouse gas emissions against the thresholds.

1.7 The NGERS Calculator

When corporations have determined operational control and the facilities, activities and associated greenhouse gas
emissions and energy they are responsible for, the data can be entered into the NGERS Calculator to help determine
whether they have met a facility or corporate threshold.

The calculator and a user manual can be found at www.climatechange.gov.au/reporting.
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If a controlling corporation’s group meets a greenhouse or energy threshold (see Chapter 1),
the controlling corporation is legally obliged to apply for registration under s. 12 of the Act.

Section 14 of the Act provides for a controlling corporation to voluntarily apply for
registration with the Greenhouse and Energy Data Officer if it or a member of its group is
involved in or proposes to be involved in a greenhouse gas project. The rules associated with
greenhouse gas projects will be detailed separately from these guidelines.

To apply for registration, a controlling corporation’s chief executive officer, or equivalent,
must sign an application form that provides basic information about the corporation and its
group.

Before applying for registration it is essential to know which subsidiaries, joint ventures and

partnerships are members of the corporate group and which are not, as discussed in Chapter 1.

For this reason participants in a joint venture or partners in a partnership are encouraged
to nominate an entity responsible for the joint venture or partnership before registration
applications are made. Doing so will clarify the boundaries of the corporate group and
reduce duplication by ensuring that only one controlling corporation applies and reports for
each joint venture or partnership.

Once the members of the corporate group have been identified, corporations can prepare
an application via the website, at www.climatechange.gov.au/reporting. Using the checklist
from the website will help ensure that all necessary information is on hand when preparing
the application form.

Once complete, the application form should be printed, signed by the chief executive officer
and sent to the Greenhouse and Energy Data Officer by the due date.

Who must apply for registration?

Voluntary registration for greenhouse
gas projects

How to apply for registration
When to apply for registration
After applying for registration

The National Greenhouse and
Energy Register

Data security



