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Introduction

The National Farmers” Federation (NFF) welcomes the opportunity to provide input
into the Joint Standing Committee on Treaties and their review of the Kyoto
Protocol.

The emissions accounting framework established under the Kyoto protocol is a
determining factor in the domestic climate change policy and carbon markets of
signatory nations. Nations such as Australia intend to ensure that their
commitments to targets and their domestic emissions trading schemes are compliant
with the global policy regime and a future global carbon market.

Despite the importance of the Kyoto carbon accounting construct to economic and
environmental outcomes, few stakeholders understand the principles behind the
rules and the implications for their sector. This is particularly the case for
agriculture.

The NFF is concerned that the current Kyoto accounting rules both misrepresent
agricultural emissions and are a barrier to increasing the carbon storage potential of
agricultural lands.

The NFF is deeply concerned that the major agricultural nations have so far been
relatively minor players in the development of Kyoto accounting policy and that as a
result, the accounting construct does not accommodate the special characteristics
and needs of agriculture.

The Australian context

Action on climate change has been a core focus of the new Rudd Government, which
has been keen to demonstrate an urgent and strong response to the issue. This was
demonstrated by the first action of the new Australian Government being to ratify
the Kyoto Protocol during the 13th meeting of the United Nations Coalition of Parties
(COP 13) in Bali, Indonesia. In conjunction with the Kyoto Protocol ratification, a
number of domestic policy responses have since been initiated to help mitigate
Australian emissions and to assist Australia to meet its international greenhouse
commitments.

The key domestic policy response by the Australian Government to combat climate
change is the commitment to implement an Australian Emissions Trading Scheme
(ETS) by 2010. The Government intends for the coverage of the ETS to be as broad as
possible while acknowledging that sectors including agriculture face a range of
complexities that must be considered in this context. The Government has
committed to working with the agriculture sector on a suitable timeframe for the
sector to be covered by an ETS. To this end, in the Green Paper on the Carbon
Pollution Reduction Scheme (CPRS) released in July 2008 the Australian



Government, prudently recognised the unique complexities that would impede
agriculture’s coverage when the scheme is scheduled to commence in 2010. NFF is
therefore pleased the Government has not moved to impose an arbitrary date for
covering agriculture, but instead identified a target date of 2015 - pending the need
to first overcome practical impediments of measuring, monitoring and verification of
carbon emissions ~ with a decision on inclusion or exclusion to be considered in
2013.

With one of the core aims of the Government being to meet its Kyoto obligations,
clearly there is pressure for the rules of the Australian ETS to be underpinned by the
international carbon accounting rules framing the global Kyoto obligations. Policies
adopted by Governments around the world to mitigate emissions will be influenced
by these same Kyoto accounting rules, which poses a risk for farmers everywhere.

It is undeniable that agriculture is a significant source of greenhouse gas emissions
in developed and developing countries. The Intergovernmental Panel on Climate
Change (IPCC) Fourth Assessment Report has emissions from the Agriculture sector
at 13.5% of global anthropogenic greenhouse gas emissions. It is also true that of all
sectors of the global economy, agriculture is potentially the sector that will be
impacted most by an increasingly variable climate. Therefore, agriculture must play
a role in mitigating greenhouse gas emissions and cannot shy away from its
responsibility to act on this issue. However, opportunities for emissions reductions
by the agriculture sector must be balanced against the potential for gains in
productivity and sustainability, so that agriculture can meet the world's food and
fibre needs under future climates.

This paper looks to outline the problems with the Kyoto accounting rules for
agriculture and to identify what changes could be made to the rules to ensure that
agriculture is treated equitably against other sectors of industry.

Principles for effective greenhouse accounting frameworks

When considering an accounting framework that appropriately recognises the
specific needs of agriculture, a number of principles must be outlined. These
principles include the following:

The rules must acknowledge features specifically relating to agricultural
production.

There are particular characteristics associated with greenhouse gas emissions from
agricultural production activities. These include the following:

¢ Farmers do not directly control the emissions from the land systems they
manage. Emission from soil and ground cover are largely driven by climate
factors which, in a country like Australia, are highly variable and moreover,
negatively impacted by climate change.
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e Agriculture is a source of multiple greenhouse gases yet also provides carbon
sinks.

e [Extensive agricultural industries, such as livestock grazing and cropping,
produce highly geographically diffuse emissions. That is, the emissions profile of
extensive agricultural production varies significantly between different regions.
Emissions from more intensive production systems are less diffuse.

e Significant heterogeneity exists within production systems. For example, cattle
breeds and feed types in tropical/sub-tropical regions differ from those in
temperate regions, and have methane conversion rates that are significantly
different.

e Emissions from a particular source may not be constant. For example, nitrous
oxide emissions from soils vary with soil types, as well as in response to seasonal
and even daily variations in nutrient and water availability.

e Agricultural businesses are often diversified, undertaking multiple different
activities, and altering the activity mix over time.

e Agriculture requires flexibility in land use, with the need to adapt production to
changing environmental and market conditions.

In considering appropriate greenhouse gas accounting frameworks that can reflect
these characteristics, questions must therefore be asked about how to:

e [Estimate emissions and sequestration in a way that represents the true
characteristics of the specific farming operation involved.

e Ensure that greenhouse accounts reflect the effects of different management
practices on emissions; and

e Ensure that agricultural industries understand the relationships between
management practice and emissions, so that emissions management actions can
be integrated with other agricultural production strategies that may also improve
productivity.

e Enable farmers to obtain credit for sequestration activities that are an integral
part of production farming systems.

The rules must be a reflection of the genuine impact that human actions have on
net greenhouse gas emissions.

It is important that the international greenhouse accounting rules do not penalise
countries or sectors for an increase in emissions independent of management effects,
but rather due to natural variability and climate conditions. Such outcomes are
beyond human control and therefore should not be accounted for. This is a
particular concern for the agriculture sector which faces extensive variability in
natural emissions due to factors such as variable rainfall/drought and bushfires.
Countries should not be liable for outcomes that are beyond human control.



The rules must be comprehensive, maximise simplicity, be transparent and be a
true reflection of all emissions and sinks.

Greenhouse accounting frameworks should reflect comprehensive and integrated
coverage of all emissions where and when they occur, including all pools (e.g.
biomass and soils), all gases, and all emissions and sinks. This in turn must be
balanced against reducing the transaction costs as much as possible, therefore
ensuring that compliance is simple and costs are kept low.

However, it must be noted that by making the approach more comprehensive and
integrated, other emission sources and carbon sinks could be included - expanding
the framework. This could pose risks for all sectors that may either benefit or be
hindered by such an approach. Transparency in the measures reported against is
therefore paramount. It must also be considered that this principle can introduce a
greater level of uncertainty where data and measurement techniques are not
available.

The rules must provide mechanisms to address national circumstances.

Particularly when it comes to the treatment of agriculture and land use within
international accounting frameworks, it is important that the variations in national
circumstances are taken into account. For example, the provision of ‘net net’
accounting measures under Article 3.4 of the Kyoto Protocol is a far less risky
proposition for those countries facing consistent rainfall and with wetter, cooler
climatic conditions, less susceptible to droughts or bushfires. This does not allow
provisions for countries such as Australia, which has a far more variable climate and
has a greater risk of bushfire and very diverse management practices across the
nation within the same Article 3.4 land management category.

In addition, variations in the internal governance capacity of countries to implement
measurement processes that meet their international reporting obligations must also
be acknowledged. Agriculture should not be penalised in countries that do not have
the capacity to implement entity level reporting that in turn, may allow them to be
rewarded for improvements in on-farm management practices that reduce the
intensity of greenhouse emissions.

Overview of the current Kyoto accounting framework

Parties to the Kyoto Protocol are required to prepare annual emissions inventories
under accounting rules applying to the first commitment period (2008 to 2012).
Emissions from land-based activities are covered under the categories of Agriculture
and Land Use, Land Use Change and Forestry. The inventory reports cover sources
of greenhouse gas emissions and removals by sinks resulting from a sub-set of
anthropogenic activities for specified greenhouse gases.






