
 

 

Climate change glossary 
A glossary of key climate change terms 
 

 

 

 
Abatement 
A project or activity which removes GHG from the atmosphere or reduces emissions of these gases 
below what they would otherwise have been. 

Additional abatement 

Activities that deliver a reduction in the amount of GHG in the atmosphere that is beyond, or 
additional to, ‘business-as-usual’. This is often referred to as the ‘additionality’ of an offset project. 

Afforestation 

Afforestation is the planting of new forests on land not recently used as forest land. 

Auctioning 

A method of allocating permits (units) into the market through an auction process. 

Australian Emissions Unit (AEU) 

The term used in the Carbon Pollution Reduction Scheme (CPRS) legislation to refer to a permit which 
gives the holder the right to emit one metric tonne of carbon dioxide equivalent. 

Australia Climate Change Regulatory Authority  

This Authority will administer all Commonwealth climate change regulations, including the Carbon 
Pollution Reduction Scheme and the National Greenhouse and Energy Reporting Scheme. 

Banking 

Net banking of permits by the private sector (that is, permits purchased in excess of current acquittal 
liability may be held as an asset on a firm’s balance sheet). 

Borrowing 

Official lending of permits by the authorities to the private sector. The private sector party incurs a 
liability to repay the permits at a future date. (Note, this differs from the commonly held notion of 
“borrowing” which allows an obliged party to any use future dated permits that it may hold to acquit 
its current obligations. The proposed scheme does not entail date stamped permits.) 

Cap and Trade 

A cap and trade system involves the trading of emission allowances, where the total allowance is 
strictly limited or ‘capped’. A regulatory authority establishes the cap which is usually considerably 
lower than the historic level of emissions. Trading occurs when an entity with excess permits, either 
through actions taken or improvements made, sells them to an entity that needs permits to offset an 
increase in emissions or an inability to make cost-effective reductions. 
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Carbon Capture and Storage (CCS)  

Technology used to capture and store CO2 emissions. Captured CO2 can be stored in a variety of 
geological or ocean sites. 

Carbon Dioxide equivalent (CO2e) 

The universal unit of measurement used to indicate the global warming potential of each of the six 
greenhouse gases. CO2e is used to evaluate the impacts of releasing (or avoiding the release of) different 
greenhouse gases. 

Carbon footprint 

A measure of the amount of carbon dioxide equivalents emitted through the combustion of fossil fuels; it 
is commonly used at an individual, household or business level. 

Carbon finance 

Achieving climate change mitigation and managing climate change risk through market mechanisms. 

Carbon leakage 

The effect when a firm facing increased costs in one country due to an emissions price chooses to reduce, 
close or relocate production or to close or relocate production to a country with less stringent climate 
change policies. 

Carbon neutral 

A series of actions by an organisation that are designed to reduce that organisation’s carbon footprint (on 
the Earth) to a position of zero net carbon dioxide (or equivalent) emissions. The term has become so 
popular that the Oxford University Press recently declared carbon neutrality as 2006’s word of the year. 

Carbon Pollution Reduction Scheme (CPRS) 

The Federal Government's proposed emissions trading scheme for Australia. 

Carbon sequestration 

The long-term storage of CO2 in forests, soils, oceans or underground in depleted oil and gas reservoirs, 
coal seams and saline aquifers. For example the direct removal of CO2 from the atmosphere through 
land-use change, afforestation or reforestation. 

Carbon tax 

A surcharge on the carbon content of products. At present, the Federal Government has not proposed to 
introduce a carbon tax. 

Clean Development Mechanism (CDM) 

A mechanism established by Article 12 of the Kyoto Protocol for project-based emission reduction 
activities in developing countries (e.g. China). The CDM’s two main objectives are to address the 
sustainable development needs of the host country, and increase the opportunities for meeting emissions 
reduction commitments. 

Climate Change Action Fund 

The $2.15b Climate Change Action Fund provides targeted assistance, over five years, to businesses, 
community sector organisations, workers, regions and communities to smooth the transition to a carbon 
constrained economy. 
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Certified Emission Reduction (CER) 

A Kyoto unit corresponding to one metric tonne of carbon dioxide equivalent emissions, and issued for 
verified emission reductions or removals achieved by projects approved under the clean development 
mechanism. 

Controlling Corporation  

Defined in the National Greenhouse and Energy Reporting Act 2007 (Cth) as a constitutional corporation 
that does not have a holding company incorporated in Australia’ (i.e. a parent corporation).   

Electricity Sector Adjustment Scheme  

The Federal Government will provide assistance to help the coal-fired electricity generation sector 
transition to a low emissions economy through the Electricity Sector Adjustment Scheme. 

Emissions trading 

Emissions trading is a general term used for a market-based system that gives firms the flexibility to 
select cost-effective solutions to achieve established environmental goals. Emissions trading encourages 
compliance and financial managers to pursue cost-effective emission reduction strategies and provides 
incentives to emitters to develop the means by which emissions can inexpensively be reduced. 

Emissions intensive trade exposed industries (EITE industries) 

Industries that are assessed to have an emissions intensity above a defined threshold and are trade 
exposed.  These industries will be allocated a number of free AEUs under the CPRS. 

European Union Emissions Trading Scheme (EU ETS) 

The EU ETS commenced in 2005 and is currently in its second phase (2008-2012).  It is a mandatory cap 
and trade emission trading scheme covering 27 European countries.  European Union Allowances (EUAs) 
are the main unit of trade. 

Facility 

Under the National Greenhouse and Energy Reporting Act 2007 (Cth), a facility is defined as an activity, 
or a series of activities (including ancillary activities) that form a single undertaking or enterprise and 
meet the requirement of the regulations 

Geosequestration  

A form of carbon capture and storage involving technology that aims to store CO2 in deep underground 
geological structures. 

Global warming potential 

The index used to translate the level of emissions of various gases into a common measure in order to 
compare the relative radiative forcing of different gases without directly calculating the changes in 
atmospheric concentrations. GWPs are calculated as the ratio of the radiative forcing that would result 
from the emission of one kilogram of a greenhouse gas to that from the emissions of one kilogram of 
carbon dioxide over a period of time (usually 100 years). 

Greenhouse Gases (GHG) 

There are six greenhouse gases recognised under the Kyoto Protocl, being carbon dioxide (CO2), methane 
(CH4), nitrous oxide (N2O), sulphur hexafluoride (SF6), certain hydrofluorocarbons (HFCs) and certain 
perfluorocarbons (PFCs). 
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Joint Implementation (JI) 
A mechanism under the Kyoto Protocol through which certain developed countries, including Australia, 
may undertake greenhouse gas emissions reduction or removal projects in other developed countries, 
and receive credits for doing so (ERUs). 

Kyoto flexibility mechanisms 

Three processes established under the Kyoto Protocol to increase flexibility and enable the global 
community to reduce emissions where it is the most cost-effective: the Clean Development Mechanism, 
Joint Implementation, and Emissions Trading. 

Kyoto Protocol 

The agreement made under the United Nations Framework Convention on Climate Change. The Protocol 
entered into force on 16 February 2005. Ratifying countries listed in Annex B of the Protocol have 
committed to meet targets that reduce their greenhouse gas emissions over the period 2008-12, 
compared with 1990 levels. 

Kyoto units 

Units issued under the Kyoto Protocol, namely: assigned amount units (AAUs), emission reduction units 
(ERUs), certified emission reductions (CERs), and removal units (RUs).  The latter three are proposed to 
be accepted under the Carbon Pollution Reduction Scheme. 

Land use, land-use change and forestry (LULUCF) 

Land use and land-use changes can result in emissions or increase carbon sequestration. Emissions from 
land use are those that result from cropping and livestock production.  Land-use change refers to the 
conversation of land to alternative uses, such as from forest to crop land or from grazing land to forest. 

Liable entity 

An entity that has an obligation under the Federal Government's proposed Carbon Pollution Reduction 
Scheme. Sometimes referred to as a 'covered entity'. 

Low-emissions technology 

Technology which produces a product with minimal greenhouse gas emissions.  The term is commonly 
used to refer to power generation technologies (such as renewable, nuclear and 'clean coal' generation), 
but applies equally to other sectors, including transport and agriculture. 

Marginal Abatement Cost (MAC) 

The cost of reducing emissions by one tonne of CO2e. An aggregation of these costs against total tonnes 
abated creates a firm’s marginal abatement cost curve. The lower the MAC curve, the more effective the 
firm’s emission reduction strategies. The aim of market-based incentives measures, such as emissions 
trading, is to encourage participants to reduce their emissions at the lowest cost. 

Mitigation 

Human intervention to reduce the sources of, or enhance the sinks for, greenhouse gases. 

National Greenhouse and Energy Reporting Scheme (NGERS) 
A federal scheme requiring certain entities to monitor and report their energy production, energy use and 
greenhouse gas emissions.  NGERS is governed by the National Greenhouse and Energy Reporting Act 
2007 (Cth) and subordinate instruments. 
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National Greenhouse Gas Inventory 
An inventory of Australia's greenhouse gas emissions, prepared as part of Australian's National 
Greenhouse Accounts and used by the Australian Government to meet its international reporting 
obligations. 

Offset credits 

These represent abatement and can be used to counterbalance emissions that are covered by the 
emissions trading scheme. 

Operational control 

Under the NGER Act, only one corporation can have operational control of a facility at any one time. If 
more than one corporation is able to satisfy the operational control requirement, the corporation having 
the greatest authority to introduce and implement operating, health and safety, and environmental 
policies will be taken to have the requisite control. 

Pass through 
Where the additional cost to liable entities under the scheme is passed through the production chain and 
reflected in the final price for a product. 

Price cap 
A mechanism for setting the maximum cost of compliance under the Carbon Pollution Reduction Scheme.  
The price cap at the commencement of the CPRS is $40 per metric tonne of carbon dioxide equivalent 
emissions. 

Removal unit (RMU) 
A Kyoto unit corresponding to one metric tonne of carbon dioxide equivalent, and issued for the removal 
of carbon dioxide from the atmosphere by eligible land use, land-use change and forestry activities 
undertaken in a developed country. 

Renewable Energy Target (RET) 
A national Renewable Energy Target scheme places a legal obligation on parties who buy wholesale 
electricity (retailers and large users) to source a certain percentage of their electricity purchases from 
renewable-based generation.  Liable parties can demonstrate compliance with the scheme by acquiring 
and surrendering, to the scheme regulator, tradeable renewable energy certificates. Renewable energy 
certificates are created by accredited renewable energy generators. 

Reporting framework 

The National Greenhouse and Energy Reporting Act 2007 (Cth) requires mandatory reporting of certain 
emissions of GHG and production and consumption of energy. This reporting will be used to underpin 
emissions trading. 

United Nations Framework Convention on Climate Change (UNFCCC) 

An international treaty that entered into force in 1994. The Convention established an objective of 
avoiding dangerous anthropogenic climate change, and set out provisions outlining actions to avoid future 
increases in global warming (including non-binding emissions targets for developed countries) and 
provisions to cope with whatever temperature increases are inevitable. 

Voluntary carbon market 

Voluntary purchase of abatements, normally in the form of carbon offset credits - in order to reduce or 
completely offset their carbon emissions. By contrast, participants in an emissions trading scheme will be 
legally obliged to acquire permits or offset credits to cover their emissions. 
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Acronyms 

ABGR  Australian Building Greenhouse 
Rating 

AEMC  Australian Energy Market 
Commission 

AER  Australian Energy Regulator 

AEU Australian Emissions Unit 

AGO  Australian Greenhouse Office 

CCS Carbon Capture and Storage 

CDM  Clean Development Mechanism 

CER  Certified Emission Reduction 

CO2e  Carbon Dioxide equivalent 

CPRS Carbon Pollution Reduction Scheme 

DCC  Federal Department of Climate 
Change 

GGAS  New South Wales Greenhouse Gas 
Abatement Scheme 

GHG  Greenhouse Gas 

GWh  Gigawatt Hour 

GWP  Global Warming Potential 

HFCs  Hydrofluorocarbons 

IPART  Independent Pricing and Review 
Tribunal 

LUAC  Large User Abatement Certificate 

MAC  Marginal Abatement Cost 

MRET  Mandatory Renewable Energy 
Target Scheme 

MWh  Megawatt Hour 

NEM  National Electricity Market 

NGAC  NSW Greenhouse Gas Abatement 
Certificate 

NREC  NSW Renewable Energy Certificate 

NRET  New South Wales Renewable Energy 
Target Scheme 

ORER  Office of Renewable Energy 
Regulator 

OTN Obligation Transfer Number 

PFCs  Perfluorocarbons 

REC  Renewable Energy Certificate 

RPP  Renewable Power Percentage 

SGU  Small Generation Unit 

VREC  Victorian Renewable Energy 
Certificate  

VRET  Victorian Renewable Energy Target 
Scheme 
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Sydney 
Duncan McGregor 
T +61 2 9921 4502 
 
Paul Wentworth 
T +61 2 9921 4801 
 
Brisbane 
Allison Warburton 
T +61 7 3119 6209 
 
Scott Singleton 
T +61 7 3119 6173 
 
Canberra 
Alan Bradbury 
T +61 2 6225 3250 
 
Melbourne 
Mitzi Gilligan 
T +61 3 8608 2054 
 

Adelaide 
Judith Bradsen 
T +61 8 8233 5547 
 
Heather Croucher 
T +61 8 8233 5658 
 
Perth 
Glen McLeod 
T +61 8 9429 7587 
 
Cheryl Edwardes 
T +61 8 9429 7513 
 
China and Hong Kong 
Wan Li 
T +86 21 6288 2171 
 
New Zealand 
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T + 64 9 353 9912 
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