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Carbon pricing mechanism —two stages

Stage 1: Fixed price period
* Three years

 Liable entities purchase units up to emissions levels

* Units cannot be traded or banked

Stage 2: Flexible price period
e From 1 July 2015

« Auctions to commence first half of 2014
 Pollution caps set by Government through

Regulations



Covered emissions

Scope 1 emissions (released directly as a result of facility activities)

* Includes:
] CO,

1 Methane
1 Nitrous oxide
"1 Perfluorocarbons from aluminium production

» Excludes:
— agricultural emissions

— fuels subject to customs or excise

— fugitive emissions from decommissioned underground coal mines
— synthetic greenhouse gases

— combustion of biomass, biofuel and biogas

— legacy emissions from the operation of a landfill



Liability threshold

* An entity has a liability if:

— it has operational control of a facility with covered
emissions of 25,000 tonnes; or
— It operates a large gas consuming facility

* For a landfill faclility:

— covered + legacy emissions of 25,000 tonnes or
more of CO2-e per annum

— only liable for new emissions — those emissions from
waste deposited after 1 July 2012



Prescribed distance

* Provision has been made in the Clean Energy Act 2011 to capture
smaller landfills that are within a ‘prescribed distance’ of a designated
large landfill facility

* A small landfill facility generates = 10,000 tonnes CO2-e per annum
« Alarge landfill facility generates = 25,000 tonnes CO2-e per annum
 Measure designed to prevent waste diversion

« Currently the prescribed distance is set to zero

 The Climate Change Authority will review the prescribed distance in the
future



Eligible emission units

* An eligible emissions unit is one of the following:
— a carbon unit

— an eligible Australian Carbon Credit Unit (ACCU), or
— an eligible international emissions unit.

« Each unit represents one tonne of CO2-e

« Surrendered electronically from an account in the
Australian National Registry of Emissions Units




Satisfying a liability
Liable entities must:
* report under the National Greenhouse and Energy

Reporting Act (NGER Scheme) on the extent of their
emissions, and

» satisfy their liability for each tonne of CO,-e they emit,
either by surrendering emissions units or paying a unit
shortfall charge.




Registration and Carbon Units

« Register under the National Greenhouse and Energy
Reporting Act 2007

 Establish an account under the Australian National
Registry of Emission Units Act 2011

« Acquire and surrender carbon units under the Clean
Energy Act 2011




Reporting
Timeline

1 February 2014 - Final
surrender (based on

Oct 2013 Report).

Units available until now.

1 Jan 2014

31 Oct 2013 - NGER (Sect
19 and Sect 22A, 22E, 22G,
22X) Report.

Liable entities must report on
their provisional emissions
numbers and emission
numbers (for period 2012-13)

1 July 2012 Carbon pricing mechanism commences

First fixed charge year means
eligible financial year beginning
1 July 2012

31 Oct — NGER Section
19 2011-12 Report (For
Registered Controlling
Corporations)

1 Jan 2013

1 April-15 June —
Units available for
purchase

30 June 2013

15 June 2013 - Liable entities report interim emissions
number (75 per cent estimate for period 2012-13).
Section 22AA Report.

Based on October 2012 NGER report.




Interim emissions number

A liable entity will have an interim emissions number for a
facility except where:

« areport under the NGER Scheme for the previous
financial year was not required,;

* the facility had covered emissions of less than 35,000
tonnes in the previous financial year; or

 the facility is reasonably expected to have covered
emissions of less than 35,000 tonnes in the current
financial year.



Surrendering emission units

« Two choices:
e acquire and surrender emissions

or
« pay unit shortfall.

« To avoid a unit shortfall charge for a financial yearr,
emissions units must be surrendered by:
— 15 June in the financial year for the liability for an interim
emissions number (if any); and
— 1 February in the year following the relevant financial year
for a full liability or the balance of a liability.



Unit shortfall charge

 Incurred if liability not fully satisfied by due date

Unit shortfall charge
= total liability - amount surrendered x specified amount

Fixed price period
— 130 per cent of the fixed price payable for carbon units of
the vintage of the carbon units not surrendered

Flexible price period

— either an amount specified in regulations, or 200 per cent
of the 'benchmark average auction charge' for the previous
financial year

Failure to pay the unit shortfall charge will incur a late
payment penalty



Audits under the Clean Energy Regulator

« Annual National Greenhouse and Energy Reporting
(NGER) Audit Program

 NGER Compliance Audits

 Applications for:
— Carbon Farming Initiative

— Jobs and Competitive Program
— Partial Exemption Certificates (Renewable Energy Target)

— Coal Fired Generators Assistance



Landfill types

Primary sectors:

* Municipal solid waste
« Commercial and industrial waste

 Construction and demolition waste




Waste types

* Food

« Paper and paper board
« Garden and park

* Wood and wood waste
* Textiles

* Sludge

* Nappies

 Rubber and leather

 Inert waste (including concrete, metal, plastic and glass)



Emissions profile

Different waste types release different emission levels over
different time periods

Emissions release profile for NSW region
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Different regions and climatic zones

Default waste mix emission release profile
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Sources and Coverage

* Anaerobic decomposition of organic waste

- degrades to methane (covered)

« Some from transport and sorting

- not covered (for carbon pricing purposes)

« Some from electricity use

- not covered (for carbon pricing purposes) |




The 2011-12 solid waste calculator

Australian Government
' Clean Energy Regulator

@& Commaonwealth of Australia 2012 Mational Greenhouse and Energy Reporting (NGER) solid waste emissions calculator Version 1.7 ISBN: 978-1-921288-53-0. This work is
copyright. Apart from any use as permitted under the Copyright Act 1968, no part may be reproduced by any process without prior written permission from: The Clean Energy Regulator,
GP0O Box 621 Canberra ACT 2601.

IMPORTANT NOTICE: Terms of Use

This Mational Greenhouse and Energy Reporting (MGER) Solid Waste Emissions Calculator (the *Calculator”) is intended to produce estimates that should be considered as a guide
only. The Calculator is based on the Determination and other relevant laws current at the date of publication. These laws and their interpretation are subject to change which may affect
the accuracy of estimates produced by the Calculator. In paricular the factors and formulas used in the Calculator are based on the NGER (Measurement) Determination 2008, which
applies from the 2011-12 reporting year. The Determination is updated periodically and users should note that some factors and formulas are different for earlier reporting years and
may change in future years.

The Clean Energy Regulator and the Commonwealth of Australia are not responsible for the data input into the NGER Solid Waste Emissions Calculator by users, and will in no event
be liable for any direct, incidental or consequential loss or damage resulting from incorrect emissions estimates calculated as a result of inaccurate, incomplete or out-of-date data
input into the calculator. While reasonable efforts have been made to ensure that the NGER Solid Waste Emissions Calculator operates as intended, the Clean Energy Regulator and
the Commonwealth of Australia do not warrant that estimates generated by the Calculator will be accurate, complete or up-to-date.

The Clean Energy Regulator and the Commonwealth of Australia will not be liable for any loss or damage from any cause (including negligence) whether arising directly, incidentally
or as consequential loss, out of or in connection with, any use of the Calculator, reliance on its output, or reliance on other information or advice on this website, for any purpose.

The information on this website is no substitute for independent advice. Users should seek independent advice before taking any action or decision on the basis ofthe emissions
estimates generated by the Calculator. The Clean Energy Regulator and the Commuonwealth of Australia do not guarantee uninterrupted access to the Calculator or that the
associated website and files obtained from or through this website are free from viruses.

By using the calculator, you agree to be bound by the above Terms of Use. The Clean Energy Regulator and the Commonwealth may, at their discretion, vary or modify these Terms of
Use without notice, and any subseqguent use by you of the Calculator will constitute an acceptance of the terms of Use as modified.

@ Commonwealth of Australia 2012

Feferences: MGER
Determ,, IPCC 20068 MGER Determ. Section
Glines wal. 5, Clean 55

Energy Act, CF Ack

MNGER Determ.
Section 5.4,
IPCC 200E
Equation 3.6

MGER Determ. Section 5.4;
Clean Energy Aot Section
23-26

MGER Determ. Section 5.4
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Available at www.cleanenergyregulator.gov.au/National-Greenhouse-and-Energy-
Reporting/Forms-and-calculators




Sample scenario

‘Sunny Place Landfill’

* Location: NSW
 Constructed: 2000
 Expected life: 30 years

« Capacity: 40,000 tonnes/annum
« Mitigation Technologies: None
« Waste mix type: 2010-11 default



Scenario

Waste %’I:“ ?&T" Qy (CH, Total Legacy | Postlegacy o gt | CHier Total Legacy | Post-legacy
NSW received only; Dnly; only) captured capture capture 004 ( (t CO,- | emissions E; | emissions emissions
landfill (l) 3 3 (mS) {Qcap"'qtr"'qfla {Qcap"'Qtr"'Qfla {Qcap"'qtr"'afla 2‘9) E) (CDQ—E) (l) (CDQ—E) (l) (CDQ—E) (t)
S rea) (£ COz-€) | re) (t CO,-€) | rea) (t CO,-)

2000 40,000 ] 0 ] 0.00 0.00 0.00 0 0 0 0 0
2001 40,000 a 0 a 0.00 0.00 0.00 3,840 3,840 3,456 3,456 a
2002 40,000 ] 0 ] 0.00 0.00 0.00 7183 7183 6 464 6,464 0
2003 40,000 a 0 a 0.00 0.00 0.00 10,102 10,102 9,092 9,092 a
2004 40,000 ] 0 ] 0.00 0.00 0.00 12,662 12662 11,396 11,396 0
2005 40,000 a 0 a 0.00 0.00 0.00 14914 14,914 13,422 13,422 a
2006 40,000 ] 0 ] 0.00 0.00 0.00 16,902 16,902 15,212 15,212 0
2007 40,000 a 0 a 0.00 0.00 0.00 18,665 18,665 16,799 16,799 a
2008 40,000 ] 0 ] 0.00 0.00 0.00 20,234 20234 18,211 18,211 0
2009 40,000 ] 0 ] 0.00 0.00 0.00 21635 21,635 19,472 19,472 a
2010 40,000 ] 0 ] 0.00 0.00 0.00 22892 22892 20,602 20,602 0
2011 40,000 ] 0 ] 0.00 0.00 0.00 24 022 24022 21,619 21,619 0
2012 40,000 ] 0 ] 0.00 0.00 0.00 25,042 25,042 22,538 22,538 a
2013 40,000 ] 0 ] 0.00 0.00 0.00 25 966 25966 23,370 23,370 0
2014 40,000 a 0 a 0.00 0.00 0.00 26,806 26,808 24,128 20,670 3,456
2015 40,000 ] 0 ] 0.00 0.00 0.00 27 572 27472 24 815 18,351 6,464
2016 40,000 a 0 a 0.00 0.00 0.00 28273 28273 25,445 16,353 9,002
2017 40,000 ] 0 ] 0.00 0.00 0.00 28915 28915 26,023 14 628 11,396
2018 40,000 a 0 a 0.00 0.00 0.00 29505 29505 26,555 13,133 13,422
2019 40,000 ] 0 ] 0.00 0.00 0.00 30,050 30,050 27,045 11,833 15212
2020 40,000 a 0 a 0.00 0.00 0.00 30,563 30,563 27,497 10,699 16,799
2021 40,000 ] 0 ] 0.00 0.00 0.00 31,018 31,018 27917 9706 18,211
2022 40,000 ] 0 ] 0.00 0.00 0.00 31,450 31,450 28,305 8,834 19,472
2023 40,000 0 0 0 0.00 0.00 0.00 31,852 31852 28 6687 8,085 20,602
2024 40,000 ] 0 ] 0.00 0.00 0.00 32226 32226 29,003 7.384 21,619
2025 40,000 a 0 a 0.00 0.00 0.00 32,575 32475 29,317 6,780 22,538
2026 40,000 ] 0 ] 0.00 0.00 0.00 32,901 3290 29610 6,241 23,370
2027 40,000 a 0 a 0.00 0.00 0.00 33,205 33,205 29,885 5,759 24128
2028 40,000 ] 0 ] 0.00 0.00 0.00 33,490 33490 30,141 5326 24 815
2029 40,000 a 0 a 0.00 0.00 0.00 33,758 33758 30,382 4937 25,445
2030 40,000 ] 0 ] 0.00 0.00 0.00 34,009 34009 30,608 4 585 26,023
2031 a a 0 a 0.00 0.00 0.00 34245 34245 30,820 4,266 26,555
2032 0 ] 0 ] 0.00 0.00 0.00 30627 30,627 27 564 3,975 23589
2033 ] ] 0 ] 0.00 0.00 0.00 27,493 27,493 24744 3,710 21,033
2034 0 ] 0 ] 0.00 0.00 0.00 24770 24770 22283 3,468 18,825



Sample scenario - emissions release profile
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Sample scenario- emissions release profile
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Sample scenario - emissions release profile
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Cumulative emissions release profile for default waste mix
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Reducing liability

* Flare, capture or transfer methane

* Produce and bank Carbon Farming Initiative (CFl) credits — Australian
Carbon Credit Units (ACCUSs)

« Purchase sufficient ACCUs
— if the majority (at least 50 per cent) of a liability comes from landfill
emissions, a liable entity can surrender ACCUs up to its full liability
during the fixed price period

 Reduce waste deposited or divert organic waste



Financial control Liability Transfer Certificate —
example

* ‘NeverWaste’ waste contractors have operational control of a
landfill generating 50,000 tonnes CO2-e p/a.

« Sunny Place Council has financial control over the landfill.

« Sunny Place Council applies to the Clean Energy Regulator for a
Liability Transfer Certificate with the permission of NeverWaste.

« Sunny Place Council can now meet its liability and manage its
financial obligations.



Mandatory Designated Joint Venture —
example

« Three councils together operate a landfill in a joint venture
arrangement.

« Each council has some ability to set operational policies for the
landfill and so it is not clear who has operational control of the
facility.

« |tis thus necessary to request that the Clean Energy Regulator
declare a mandatory designated joint venture.

« A Participating Percentage Determination will need to be
submitted with this application.



Conclusions

« Landfill operators liable if covered plus legacy emissions of
25,000 tonnes or more of CO2-e per annum
— only liable for new emissions — those emissions from waste deposited
after 1 July 2012
« Acquit one eligible emissions unit for every tonne of new
emissions
— interim emissions number 15 June (75 per cent estimate)

— final surrender 1 February

« Options to reduce liability



