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Submission to the House of Representatives Standing
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inquiry into Bills Referred on 24 March 2011 (Carbon
Farming Initiative Bills).

12" April 2011

Greenpeace is pleased to make a submission to the House of Representatives Committee Inquiry into the
Carbon Farming Initiative (“Bills Referred on 24 March 2011”). Greenpeace strongly supports action to
abate greenhouse gas emissions in the agricultural and land sector and strongly supports measures to
improve farming practices, ecological and biological diversity in agricultural areas and diversity of income
opportunities for rural regional areas.

Unfortunately, the CFI Bill will not accomplish these outcomes. We urge the Committee to recognise the
complexities and difficulties of this scheme and to assess thoroughly alternatives to the current proposal.

A fund for the purposes of securing abatement of emissions from land use sectors may be a simpler and,
certainly in the short term, a preferable model for confronting the need to improve our land use practices.

This submission is comprised of our previous submission to the CFl discussion paper and the table below,
which analyses the extent to which the current Bill addresses critical issues raised in our initial submission
to the discussion paper.

As shown in the table below, the CFI Bill fails to meet many criteria needed to ensure it will lead to real
reductions in greenhouse emissions, and real benefits for the environment.

Greenpeace recommends that the Bill be amended to ensure it meets the criteria laid out in the table
below.
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Table: Comparison ideal CFl legislation and the current CFI Bill

Criteria that must be met by the CFI
legislation.

Does the CFI Bill meet these criteria?

The CFl legislation must prioritise avoiding and
reducing emissions from agriculture and
forestry.

The Bill fails in this key area. The bill prioritises the
creation of a carbon credits “offset” market, rather
than the reduction of emissions from agriculture and
forestry. The market is opt-in (meaning that emitters
in the land use sectors will not have to reduce their
emissions), and there is no guarantee that carbon
offset credits will amount to genuine emissions
reductions, as discussed below.

Emissions abatement must be genuine. That is,
must be measured, and verified.

It is possible that emissions abatements under the CFI
Bill will be genuine, but it is far from guaranteed.
Actual abatement will depend on the rigour of the
offset standards to be developed. Provisions in the Bill
could be strengthened. For instance, s 133(1) (b) —
Offsets Integrity Standards — reads:

“the removal, reduction or emission, as the case may
be, should be:

(iv) measurable; and
(v) capable of being verified.

The wording in this section needs to be made much
stronger, to ensure that genuine abatement is
mandatory.

In fact, all of the provisions in section 133 are worded
in ‘should’ terms, rather than ‘must’, which
substantially weakens the integrity of the Bill.

Soil sequestration in agricultural soils must be
excluded from the scheme, as emissions
abatement from soil sequestration is uncertain
and impermanent.

The Bill fails to meet this important criterion. Soil
sequestration projects are permitted in s54.

Abatement must be guaranteed long term
(permanent). Greenpeace resubmits that there
should be a 50% discount on sequestration
credits to account for their uncertain
permanence.

The Bill relies on a very low 5% risk reversal buffer,
which is not an accurate reflection of the reversal
risks.

The Bill does have provisions to force project
proponents to relinquish credits in certain
circumstances (Part 7), although these section is too
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weak.

The Bill must ensure that all emissions
abatements credits are “additional”. That is,
projects that would or could have happened
anyway, regardless of the CFl legislation, must
not be qualify for emissions abatement credits.

The Bill fails on this critical matter. The criteria for
additionality in Section 41 are very weak.
Determination is based primarily on a ‘common
practice’ test rather than the more commonly used,
and far more robust test of ‘would the abatement
have occurred in the absence of the CFl legislation’.
The common practice test is not well defined. For
example - is organic farming common practice? Is
burning of cane stubble common practice?

The Bill must not jeopardise efforts to ensure
that emissions from the heavily polluting energy
sector peak and begin to decline by 2012.

The Bill actually seems designed to allow emissions in
energy and other sectors to continue to rise, while
being “offset” with credits generated under the CFI
legislation.

One way to help limit or resolve this key problem
would be to place caps on the number of credit units
available to other sectors.

The Bill must ensure that carbon emissions
abated by a project are not simply relocated to
another site. That is, the Bill must prevent
“leakage” of carbon emissions.

Greenpeace resubmits that CFI credits should
be based on state/territory level mitigation
commitments, not project-based, to help
resolve this issue.

The CFI Bill is project-based, with little effort to
prevent carbon leakage, or ensure project
additionality. Leakage provisions in the exposure bill
(s102), although quite weak, are now removed.

Emissions abatement units generated under the
Bill must be Kyoto compliant, to ensure they are
rigorous.

The Bill allows both Kyoto-compliant, and non-Kyoto
compliant projects to be accredited.

The Bill should create a fund from forthcoming
carbon price revenue to fund greenhouse gas
mitigation in the agriculture, forestry and land
use sectors. This would maximise biodiversity
and farm productivity co-benefits and build
climate resilience into the Australian landscape.

The Bill fails to do this, relying exclusively on a market
system, which is unlikely to provide a range of needed
co-benefits.

Greenpeace recommends the House of
Representatives examines the extent to which even
the best designed credit trading systems (for example
the Kyoto Protocol's Clean Development Mechanism)
have resulted in abatement and benefits to local
communities.

Greenpeace also recommends the House of
Representatives conduct an analysis of what kind of
trading system will emerge from the CFl, who will
control it, where the benefits will flow and whether
the price and benefits reflect abatement values rather
than exchange values.
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The Bill should encourage secure and resilient
farm productivity, food security, improved
farming practices and climate resilience.

The Bill generally fails in this area. The Bill does not
include any measures to protect food production or
arable land. It does not promote more resilient, lower
input farming systems.

Minimal steps are taken in the Bill to alter destructive
farming practices and move towards more climate
resilient models of farming. It is possible that some
environmental outcomes will be seen with avoided
emissions projects (s53) but this is not clear and it is
not part of the objects of the Bill.

The Bill should secure environmental
sustainability and biodiversity protection.

The Bill contains some small measures aimed at
sustainability and biodiversity protection, but is
generally very weak in this area. It does not allow
offset projects that involve native forest clearing or
materials from native forest clearing. The Bill allows
the Minister to exclude certain projects that will have
a significant impact on water availability (however,
not water quality) and biodiversity conservation.
Other exclusions may be specified in the regulations.

However, significant potential impacts are not defined
in the Bill, and no pro-active measures are required in
order to determine whether significant impacts are
likely, nor are applicants for projects required to
examine the potential impacts of their projects on
biodiversity or ecological sustainability.

Under the Bill, projects must be consistent with
relevant regional natural resource management plans,
which may have some environmental benefits. These
elements do not however recognise that the CFI
should operate with ecosystem and land use
improvements in a co-beneficial way. Good carbon
farming initiatives should, by definition, also be good
biodiversity, ecosystem and land use initiatives.

The Bill should restrict reafforestation and
revegetation projects to ecological restoration,
rather than allow industrial economic
plantations that have zero or negative
environmental benefits.

As discussed above, there is nothing in the current Bill
that will ensure that approved projects are beneficial

to the environment. It is likely that some projects will

have negative impacts.

The Bill should avoid voluntary markets, which
have been shown to be inadequate at achieving
significant long term greenhouse pollution.

The Bills purpose is to establish a voluntary market of
carbon credits. The agricultural and land-use sector
would be under no obligation to reduce carbon
emissions.
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Appendix: Greenpeace's initial submission to the Design
of the Carbon Farming Initiative Consultation Paper.

Recommendations

The Carbon Farming Initiative (CFI) should;

1. Not jeopardise efforts to ensure Energy emissions peak by 2012 and rapidly decline thereafter.

2. Secure farm productivity and food security and improve environmental sustainability and
biodiversity protection.

3. Lead to real, measurable, additional, long-term and verifiable national emission reductions from
Australia’s Agriculture and Land Sector.

4. Restrict Reforestation and Revegetation projects to ecological restoration with mixed native
vegetation and forest species that reflect regional and local ecological communities.

5. Encourage farm practices that are based on biological farming methods, reduce chemical inputs,
fuel use, water consumption, enhance soil productivity and diverse cropping systems.

6. Reduce GHG from manure management through the development of regional biogas plants for
beneficial use methane production.

7. Reduce emissions from agricultural soils, but should exclude crediting from CO2 sequestered by

agricultural soils.

Improve transparency of deforestation emission data.

9. Exclude non-human induced reforestation.

10. Be financed by a percentage of revenue derived from the introduction of a price on Australia’s GHG
emissions in other sectors.

11. Be financed through a substantial increase in Australia’s stated GHG reduction target for the 2013-
2020 period.

12. Be based on State and Territory Agriculture and Land Sector GHG mitigation performance against a
long-term historical base period.

13. Apply a 50% discount to any sequestration credits.

o0
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Introduction

Greenpeace is grateful to be given the opportunity to express its views on the DCCEE Design of the Carbon
Farming Initiative Consultation Paper. These comments are provided with the intention of improving the
CFl and represent neither endorsement of or opposition to the initiative.

Global agriculture contributes significantly to greenhouse gas emissions (GHG) and steps to reduce these
are necessary and urgent. Agricultural soil, livestock and deforestation directly emit large amounts of
potent greenhouse gases. Agriculture’s indirect emissions include fossil fuel use in farm operations, the
production of agrochemicals and the conversion of land to agriculture. The total global contribution of
agriculture, considering all direct and indirect emissions, is between 8.5 — 16.5 billion tones (GT) expressed
in carbon dioxide equivalent' CO,-eq, which represents between 17 and 32% of all global human-induced
GHG emissions, including land use changes.?

Greenpeace views the CFl as a tremendous opportunity to reduce Australia’s contribution of these
emissions as well as to improve Australia’s unsustainable agricultural practices and begin to build climate
resilience into our ecosystems and farm productivity.

The Australian Government should therefore focus its attention on reducing emissions from its Agriculture
and Land Sector and safeguard its biodiversity and food security against climate impacts. Attempting to
sequester carbon from the atmosphere through an offset mechanism is no alternative to reducing GHG
emissions entering the atmosphere. While drawing down GHG from the atmosphere will be necessary, it is
irresponsible to offset actual GHG emissions on uncertain and impermanent sequestration while GHG
emissions from both fossil fuels and agricultural activities are so dangerously high.

It is important to note that agriculture, forestry and other land use have a direct impact on, and will feel
some of the most profound and direct impacts of climate change over the next few decades.® These
impacts will have catastrophic effects on global food production * and may further exacerbate climate
dynamics should feedback thresholds be breached.

The latest Intergovernmental Panel on Climate Change (IPCC) report predicts the probability of more heat
waves, heavy rainfall, droughts and other extreme weather throughout the 21st century.’ Increasing
temperatures, declining and more unpredictable rainfall, more frequent extreme weather and higher
severity of pest and disease are among the more drastic changes that would impact food production.® The
biggest problem for food security will be the predicted increase in extreme weather, which will damage
crops at particular developmental stages and make the timing of farming more difficult, reducing incentives
to cultivate.’

The Australian population is projected to grow from 20 million in 2003 to 26.4 million in 2051. Australia
currently exports most of its agricultural productivity but whether it will be in a position to feed its

' Emissions of greenhouse gases nitrous oxide (N,0) and methane (CH,) are often expressed as the equivalent units in
CO; in terms of their global warming potential in 100 years: N,O has 296 times the warming potential of CO, and CH,
23 times.

% Greenpeace International (2002)

3 Brown and Funk (2008).

4 Schmidhuber and Tubiello (2007).

° Parry et al (2007).

¢ Kotschi (2007); Morton (2007); Brown and Funk (2008); Lobell et al (2008).

" Morton (2007).
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burgeoning population let alone provide food to the world will largely depend on whether deep cuts in
global GHG can be achieved in the timeframe required to avoid dangerous climate tipping points. To give
an even chance of avoiding these climate feedback triggers, global average warming must be kept to well
below 2 degrees compared to pre-industrial levels.

To be able to meet this objective, it is essential to global food security, biodiversity protection and regional
and rural economic and social well being that global GHG peak and decline well before the end of the
decade and ideally by 2015. For the global climate change mitigation effort to succeed in these goals it is
imperative that all economic sectors contribute to GHG reductions.

While agriculture, forestry and land use are significant sources of GHG, the single largest and most rapidly
increasing GHG source is the Energy Sector. The Australian agriculture, forestry and land use sectors must
accept responsibility for their GHG, along side those of the Energy Sector. Mechanisms to generate credits
from one sector to offset emissions in another risk forestalling the economic transition required to meet
stringent climate protection objectives.

Indeed, to allow energy GHG to increase beyond stringent mitigation targets through trading with emission
reductions or sequestration from agriculture, forestry and land use risks increasing global emissions unless
measures are taken to overcome issues of impermanence, additionality, uncertainty of accounting and
leakage.

For the CFl to be effective in mitigating climate change there must also be an acceptance that adaptation
will be a necessary component. Building climate resilience into our ecosystems and food production
systems requires long-term planning and a commitment to the provision of large and sustained financial
flows. Carbon trading is only one method of achieving these flows, and on many grounds is the least
effective.

With a pending price on carbon a more robust method of providing funding for GHG mitigation in the
agriculture, forestry and land use sector, maximizing biodiversity and farm productivity co-benefits and
building climate resilience into the Australian landscape is to set aside an adequate percentage of the
revenue raised from a carbon price for this purpose.

Greenpeace recommends that the Government gives adequate time to develop the CFl process so that
sufficient consideration can be given to addressing all the issues and pitfalls likely to emerge from a hastily
and ill-conceived offset mechanism.

Indeed Greenpeace is disappointed that Draft Guidelines for Submitting Methodologies for the CFl and even
of more concern, the Exposure Draft Of the Carbon Credits (Carbon Farming Initiative) Bill 2011 have been
released before any consideration of comments on Design of the CFl has been made.

While we accept that time is of the essence in securing a carbon price in Australia, we believe that further
consultation is needed before the CFl can usefully contribute to mitigating Global Warming in Australia.

Climate change impacts on Australian agriculture

The IPCC 4AR notes that that short-term natural extremes, such as storms and floods, interannual and
decadal climate variations, as well as large-scale circulation changes, such as the El Nifio Southern
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Oscillation (ENSO), all have important effects on crop, pasture and forest production.® For example, El Nifio-
like conditions increase the probability of farm incomes falling below their long-term median by 75% across
most of Australia’s cropping regions, with impacts on gross domestic product (GDP) ranging from 0.75 to
1.6%.°

Increases in precipitation extremes are very likely in the major agricultural production areas in East
Australia’® and declines in water availability are projected to affect some of the areas currently suitable for
rain-fed crops in sub-tropical regions of Australia.'* Recent findings from IPCC* also show projected
declines in rainfall in some major Australian grassland and rangeland areas.

The Murray-Darling Basin which accounts for about 70% of irrigated crops and pastures™ is likely to see
annual streamflow fall 10-25%by 2050 and 16-48%by 2100.* Little is known about future impacts on
groundwater in Australia.

Australian grain quality is likely to be affected by Global Warming. Elevated CO2 reduces grain protein
levels.” Significant increases in nitrogenous fertiliser application or increased use of pasture legume
rotations would be needed to maintain protein levels.” There is also an increased risk of the development
of undesirable heat-shock proteins in wheat grain in both northern and southern cropping zones with
temperature increases greater than 4°C .

Land degradation is also likely to be affected by climate change. Elevated atmospheric CO2 concentrations
slightly reduce crop evapotranspiration.*® This increases the risk of water moving below the root zone of
crops (deep drainage), potentially exacerbating three of Australia’s most severe land degradation problems
across agricultural zones: waterlogging, soil acidification and dryland salinity.™

The spread of animal diseases and pests from low to mid-latitudes due to warming, a continuance of trends
already under way, will further impact on food production. Models project that bluetongue, which mostly
affects sheep, would spread from the tropics to mid-latitudes.? Simulations under climate change also
show increased vulnerability of the Australian beef industry to the cattle tick (Boophilus microplus).*

Design of the CFI

The objective of the CFl must be to reduce emissions from the Australian Agriculture and Land Sector,
rather than merely to ensure certainty of rules for crediting and selling carbon offsets.

8 Tubiello (2005).

? 0’Meagher (2005).

19 Christensen et al (2007).
"|PCC (2007c).

121pCC (2007b).

13 MDBC (2006).

“1PCC (2007c).

15 Sinclair, et al (2000).

' Howden et al (2003).

7 Howden, et al (1999).

8 1pCC (2007).

9 ibid.

2 Anon (2006); van Wuijckhuise et al (2006).
2l White et al (2003).
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It is recognised that incentives for reducing emissions in the Australian Land Sector are necessary. How
incentives are provided will be crucial to the success of this effort. Helping land managers in reducing GHG
emissions requires a planned process to identify those areas that will lead to sustained GHG mitigation,
increase farm productivity, reduce costs and promote ecological sustainability and biodiversity protection.
GHG mitigation under the CFl must adhere to the five fundamental requirements as outlined in the Kyoto
Protocol and universally accepted, as being; real, measurable, additional, long-term and verifiable.

Any process that fails to meet all these criteria will not deliver the necessary incentives that will unlock the
required mitigation and co-benefits essential to meeting public policy objectives.

It is encouraging that the Government recognises that many of the issues unique to the Land Sector have
yet to be fully explored. Learning from the past experiences of existing markets and mechanisms will help
to avoid the many pitfalls Land Sector offsets represent.

3.1 Existing mechanisms and markets

Existing GHG markets and mechanisms that create offset certificates or market instruments can be divided
into compliance regimes such as under the Kyoto Protocol - including the Clean Development Mechanism
(CDM) and Joint Implementation (JI) - the EU ETS, the NSW Greenhouse Gas Reduction Scheme (GGAS) and
potentially an Australian ETS, and voluntary programs such as the Voluntary Carbon Standard (VCS), the
Chicago Climate Exchange (CCX) or the developing National Carbon Offset Standard (NCOS).*

GHG programs can also be divided into allowance-based and project-based certificates. Allowance-based
instruments involve cap and trade schemes, where permits generally correspond to a tonne of GHG, such
as a Kyoto Protocol Assigned Amount Unit (AAU), European Union Allowance (EUA) and CCX’s Carbon
Financial Instrument (CFI)*. Project-based instruments involve baseline and credit schemes, where credits
correspond to the reduction of a tonne of GHG in the atmosphere, such as GGAS NSW Greenhouse Gas
Abatement Certificates (NGACs), CDM Certified Emission Reductions (CERs) and CCX offsets.***

The Government appears to be intending the CFl to be a project based mechanism that has both
compliance and voluntary market application.

Project based mechanisms have not been successful to date and voluntary markets have a chequered
history.

3.2 Adaptation

It will be important for Australia to begin to build resilience against climate impacts into its landscape. The
CFl could be used to begin such a task.

Diversity farming is the single most important modern technology to achieve food security in a changing
climate.”®Scientists have shown that diversity provides a natural insurance policy against major ecosystem
changes, be it in the wild or in agriculture.”It is now predicted that genetic diversity will be most crucial in

22 Balatbat et al (2010).

3 Each CFl instrument is equivalent to 100 metric tons of CO, of either exchange allowances or exchange offsets.

* In cap and trade scheme a baseline may be used to set the reduction target. For example, CCX members set their
emissions reduction targets against their baseline emissions.

% Balatbat et al (2010).

% Greenpeace International (2008).

2 McNaughton (1977); Chapin et al (2000); Diaz et al (2006).
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highly variable environments and those under rapid human-induced climate change.?®

The larger the number of different species or varieties present in one field or in an ecosystem, the greater
the probability that at least some of them can cope with changing conditions.?Species diversity also
reduces the probability of pests and diseases by diluting the availability of their hosts. * It is an age-old
insurance policy of farming communities to hedge their risks and plant diverse crops or varieties.*!

The strategy is not to maximise yield in an optimum year, but to maximise yield over years, good and bad,
by decreasing the chance of crop failure in a bad year. *

However, to change Land Sector management, land managers need to be convinced that the climate
changes are real and are likely to continue.®®* Managers also need to be confident that the projected
changes will significantly impact on their enterprise.* Convincing the Agricultural Sector of the risks of
climate change remains an outstanding challenge for both government and NGOs. Merely providing
opportunities for the agricultural sector will not fully meet this challenge.

Where there are major industry location changes and migration, there may be a role for governments to
support these transitions via direct financial and material support, creating alternative livelihood options.
These include reduced dependence on agriculture, supporting community partnerships in developing food
and forage banks, enhancing capacity to develop social capital and share information.**Effective planning
for and management of such transitions may also result in less habitat loss, less risk of carbon loss * and
also lower environmental costs such as soil degradation, siltation and reduced biodiversity.*’

The capacity to make continuing adjustments and improvements in adaptation by understanding what is
working, what is not and why, via targeted monitoring of
adaptations to climate change and their costs and effects is essential.®®

As policy-based adaptations to climate change will interact with, and depend on natural resource
management, human and animal health, governance and political rights, among many others, the
‘mainstreaming’ of climate change adaptation into policies intended to enhance broad resilience will be an
important consideration.*

3.3 Agriculture emissions

It is important to note that in 2008, the Australian Energy Sector accounted for 75.8 per cent of total GHG
emissions, rising from 289Mt in 1990 to 417Mt in 2008, a staggering increase of 44 per cent.” This is the
fifth highest increase in this sector in the developed world. Australian total emissions in the absence of

% Reusch et al (2005); Hajjar et al (2008); Hughes et al (2008).
¥ Greenpeace International (2008).
% Chapin et al (2000),

3! Greenpeace International (2008).
32 Altieri (1990).

33 parson et al (2003).

3 Burton and Lim (2005).

33 1PCC (2007c).

% Goklany (1998).

7 Stoate (2001).

3 Perez and Yohe (2005).

¥ IPCC (2007c).

4“0 FCCC/ARR/2010/AUS.
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mitigation policies and measures are projected to reach 622 Mt (excluding LULUCF) in 2020,** a 48 per cent
increase since 1990.

In comparison, in 2008 emissions from the Australian Agriculture Sector accounted for 15.9 per cent of
total GHG or 87 Mt, an increase of 0.7 per cent since 1990.* This is also the fifth highest increase in the
developed world, though only Canada, USA, New Zealand, Spain and Liechtenstein increased emissions
from agriculture over this period.

Agriculture emissions are listed in Annex A of the Kyoto Protocol (KP). Therefore Australia’s emission
reduction commitment applies to these sources and gases. The Kyoto Protocol defines Agricultural
emissions in Annex A “as;

e Enteric fermentation,

e Manure management,

* Rice cultivation,

e Agricultural sails,

e Prescribed burning of savannas,

¢ Field burning of agricultural residues,
e Other.

Excluding savanna burning, agriculture emissions represented 13 per cent of Australia’s total greenhouse
gas emissions and at 75.1 Mt were 6 per cent below 1990 emissions of 80.2 Mt.* In 2020 GHG from
agriculture is expected to be 87Mt, and increase of 7.5 per cent on 1990 levels.

The key drivers for the rise in emissions from the Australian Agricultural Sector are strong growth in the
more intensive industries such as feedlot cattle and poultry, an increase in the use of synthetic fertilizers
and an increase in savanna burning (largely driven by climate cycles).*

Within the sector, 63.6 per cent of the emissions were from enteric fermentation, followed by 16.7 per
cent from agricultural soils, 15.6 per cent from the prescribed burning of savannas and 3.8 per cent from
manure management. The remaining 0.3 per cent was from the field burning of agriculture residues and
rice cultivation.*

Livestock emissions include enteric fermentation, manure management and the animal production
component of agricultural soils accounts for 85 per cent of Agriculture emissions, with the largest
component, cattle, accounting for 73 per cent of livestock emissions. Sheep account for a further 18 per
cent.

3.4 Land Use and Land Use Change and Forestry emissions

Under the Kyoto Protocol, Land Use and Land Use Change and Forestry (LULUCF) are accounted for
differently than all other emission sectors. This is largely due to the fact that some LULUCF activities

I Department of Climate Change (2009),

2 FCCC/ARR/2010/AUS.

“ These are emissions for which Australia must account under international law, and whose emission reduction
targets or quantified emission limitations and reductions objectives (QELRO) apply.

“ Department of Climate Change (2009).

4> FCCC/ARR/2010/AUS.

 ibid.
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sequester CO2, and all have issues of uncertainty and inter annual variability, impermanence and natural
disturbances that plague accurate, precise accounting and secure mitigation in the sector.

LULUCF is broken down into Article 3.3 and Article 3.4 activities. Accounting for Article 3.3 activities is
mandatory for all countries listed on Annex B of the Protocol (“developed countries”).

Article 3.3 includes Land Use Change activities - deforestation, afforestation and reforestation. Accounting
for Article 3.4 activities is voluntary and includes forest management, cropland management, grassland
management and revegetation. Australia did not elect to account for Article 3.4 activities for the first
commitment period. These emissions are however, reported to the UNFCCC, albeit under a different set of
categories (IPCC, 2006) than under the KP (IPCC, 1996)

In 2008, reported net emissions from the LULUCF sector amounted to 68.5 Mt

or 11.2 per cent of total GHG emissions in Australia. Since 1990, net emissions have increased by 48.6 per
cent. GHG net emissions by sources and removals by sinks in the LULUCF sector displayed high inter-annual
variability and shifted between being a net sink and a net source. The key driver for this trend in the
LULUCF Sector is primarily the inter-annual climate variability and natural disturbance such as fire and
drought.

Within the sector, 188 Mt of emissions were from grassland. Emissions were offset by removals of 104 Mt
from forest land and 12 Mt from cropland. The remaining 3.5 Mt was from harvested wood products and
agricultural lime application.

Deforestation emissions and Aforestation/Reforestation and Revegetation removals are included in these
categories as forest land converted to cropland and grassland and cropland and grassland converted to
forest land sun c categories.

Coverage of the CFI
The CFl intends to cover the following agriculture and LULUCF mitigation sources;

reforestation and revegetation

reduced methane emissions from live stock

reduced fertiliser emissions

manure management

reduced emissions or increased sequestration in agricultural soils (soil carbon)
savanna fire management

avoided deforestation

burning of stubble/crop residues

reduced emissions from rice cultivation

reduced emissions from land fill waste deposited before 1 July 2011.

TSm0 oo oo

a. Reforestation and revegetation —LULUCF (Kyoto compliant)

These LULUCF offset activities are defined by the Marrakech Accord as;

* Reforestation - the direct human-induced conversion of non-forested land to forested land through
planting, seeding and/or the human-induced promotion of natural seed sources, on land that was
forested but that has been converted to non-forested land. For the first commitment period,
reforestation activities will be limited to reforestation occurring on those lands that did not contain
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forest on 31 December 1989;

* Revegetation - a direct human-induced activity to increase carbon stocks on sites through the
establishment of vegetation that covers a minimum area of 0.05 hectares and does not meet the
definitions of afforestation and reforestation contained here;

In 2008, Australia reported to the UNFCCC that almost -17 Mt was sequestered by Aforestation and
Reforestation activities under Article 3.3 of the KP,*” up from -2 Mt in 1990.* Australia does not report any
removals by Revegetation activities.

The Garnaut Review identified a potential for 250Mt pa of CO2 removal for several decades from
restoration of Mulga - which would meet the revegetation definition. The Garnaut review further suggested
that 50Mt pa could be removed from the atmosphere from plantations by 2020 and 143Mt pa of removals
by carbon farming plantations for 20 years. *°

While the abatement potential from activities such as reforestation and revegetation is high, if poorly
implemented could threaten ecological processes and risk further biodiversity loss.*® Reforestation and
revegetation in the form of the planted monoculture or mixed species for carbon or for biofuels can lead to
highly simplified industrial landscapes with low biodiversity.>* Such industrial landscapes have poor
biodiversity outcomes as they do not provide the space and opportunities for natural ecosystems to self-
adapt and reorganize, and deny the maintenance of fundamental ecosystem processes that underpin vital
ecosystem services.*

Greenpeace recommends that any Reforestation and Revegetation projects be restricted to ecological
restoration with mixed planted native vegetation and forest species that reflect regional and local
ecological communities.

b. Reduced methane emissions from stock

In 2008, enteric fermentation emitted 56Mt (10.1 per cent of national total emissions).>* In 2020, GHG
from enteric fermentation (methane) from livestock is expected to remain at 1990 levels. This is due to
projected reductions in emissions from dairy cattle and sheep offset by a 30 per cent increase in beef cattle
GHG.*

In 2008, Australia’s methane (CH4) emissions represented 21.1 per cent of total GHG (excluding LULUCF).
Globally, livestock is the most important anthropogenic source of methane emissions.>> Methane is a
powerful GHG with ~20 times the global warming potential of CO2 and is the second most important GHG
having contributed about 24% enhanced greenhouse effect to date.*® Although the concentration of
methane in the atmosphere is much less than that of CO2 (less than 2 ppm), its greenhouse effect is far
greater, as the enhanced greenhouse effect caused by a molecule of methane is about 8 times that of a
molecule of CO2, but the average lifetime in the atmosphere is about 12 years, much shorter than the
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lifetime of CO2.”’

The amount of methane emitted by animals is directly related to the number of animals, so that a more
intensive farm will have higher emissions, though the emissions per unit of product (e.g. meat, milk) might
be lower.’® There are considerations when comparing intensive versus non-intensive livestock production,
not least animal welfare issues.

However, the demand for meat products determines the number of animals that need to be raised. An
intensive farm may spare land for other purposes by optimising yield on high quality land and, hence,
minimising the area that is used for agriculture. It is argued that using less land directly for agriculture will
still have an effect on surrounding lands due to high concentrated emissions and different requirements to
the infrastructure.®

Furthermore, the length of time it takes to rear an animal has decreased dramatically in intensive farming
systems (e.g. from 72 days in 1960 to 48 days in 1995 for broiler chickens).®* Generally, chickens and pigs
use concentrated feed (high protein) more efficiently compared to cattle, which enabled a considerable
reduction in the rearing time. As a result, the production of these meats has also increased.®

Given that the demand of meat has to be met, intensive farming reduces the time necessary to produce the
same quantity of product, hence reducing GHG emissions per unit of product. Furthermore, the increase in
the production of chickens and pigs may also be favourable considering that these animals produce much
less GHG (pig: 1 — 1.5 kg CH4 head pa) by enteric fermentation compared to cattle (dairy cattle: 36 — 100 kg
CH4 head pa) and sheep (5 — 8 kg CH4 head pa).®

A vegetarian diet produces much less GHG over a lifetime. Substituting just 5% of the meat in the diet with
vegetarian products amounts to a reduction of between 95 and 126 g of CO2 per person per day.* For
individuals wishing to reduce their GHG footprint, adopting a vegetarian diet, or at least reducing the
guantity of meat products in the diet, would have beneficial GHG impacts.

Greenpeace recommends that reducing GHG from enteric fermentation be a high priority of the CFI.

c. Reduced fertilizer use

In 2008, this category emitted 14.5 Mt (2.6 per cent of national total emissions). ® Agricultural soils are

estimated to emit 17Mt of GHG in 2020, an increase of 30 per cent on 1990 levels.
Agricultural soils include;

¢ synthetic fertilizers and animal waste applied to soil,
¢ |eaching and run-off,
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¢ N-fixing crop,
e crop residues and cultivation of histosols, and
e atmospheric deposition.

Generally, fertiliser production has a potential to reduce its global GHG emissions by more than half from
283 Mt to 119 Mt.*” Improvements would be related to greater energy efficiency in ammonia plants (29%),
introduction of new nitrous oxide reduction technology (32%) and other general energy-saving measures in
plants (39%).%®

The reduction of the reliance on fertilisers by adopting cropping systems that maintain high yields has a
high mitigation potential.** An important example is the use of rotations with legume crops.” This reduces
the requirement of external N inputs although legume-derived N can also be a source of N20.” This
approach is usually acquired by organic practices.”

Nitrogen applied in fertilisers (but also other input such as manures) is not always used efficiently by crops.
7 The surplus N is particularly susceptible to emission of N20.” Consequently, improving N use efficiency
can reduce N20 emissions and indirectly reduce GHG emissions from N fertiliser manufacture.” By
reducing leaching and volatile losses, improved efficiency of N use can also reduce off-site N20 emissions.’
Practices that improve N use efficiency include:

6

e adjusting application rates based on precise estimation of crop needs (e.g., precision farming);

* using slower controlled-release fertiliser forms or nitrification inhibitors (which slow the microbial
processes leading to N20 formation);

e applying N when least susceptible to loss, often just prior to plant uptake (improved timing);

e placing the N more precisely into the soil to make it more accessible to crops’ roots;

e avoiding N applications in excess of immediate plant requirements "’

Organic field crops and animal products generally consume less primary energy than non-organic
counterparts, owing in part to the use of legumes to fix N rather than fuel to make synthetic fertilisers.”
Similarly, the introduction of leguminous species into grassland will increase the productivity or reduce the
amount of fertiliser that is required.”

Greenpeace supports incentives being provided to reduce Nitrogen usage and recommends that organic
farm practices be incentivised as part of the CFI.

d. Manure management
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In 2008, manure management amounted to 3.8 per cent of total national emissions (excluding LULUCF).®

GHG from manure management is projected to be twice 1990 levels by 2020 at 4 Mt.*

There are several ways of managing animal manure, which can either be stored wet (e.g. slurry) or dry (e.g.
farm yard manure).®? Methane emissions occur mainly when the manure is managed in liquid forms (lagoon
or holding tanks) or remain wet.®® Generally, intensive livestock systems use liquid manure management

due to the large quantity of manure produced and the method of collection.®

A typical system for large-scale pig operations is lagoons (although not in Europe). Manure deposited on
fields and pastures or otherwise handled in dry form do not produce significant amounts of
methane.®Emissions also depend on the animal’s diet: Higher energy feed produces manure with more
volatile solids, i.e. decomposable organic matter that may emit more GHG depending on surrounding
environmental conditions.®

Pig production produces the largest share of manure, followed by dairy.?” If the liquid manure is used for
methane production (biogas plants) that is used for energy to replace fossil fuels then the net GHG
emissions could be significantly less for pig production than ruminant production.®®

Greenpeace supports incentives to reduce emissions from manure management and recommends that
incentives be provided to the development of regional biogas plants for beneficial use methane production.

e. Soil carbon reduced emissions or increased sequestration in agricultural soils - LULUCF (non-
Kyoto compliant)

Reducing emissions and increasing sequestration from soil carbon is defined as cropland and grassland
management under Article 3.4 (LULUCF) of the KP. Australia has not elected to account for these activities
for the first commitment period (2008-2012),%° and is unlikley to do so for the second commitment period
(post 2012). It must therefore be undertaken under a voluntary carbon scheme or Jl.

In 2008, Australia reported GHG emissions from grasslands remaining grasslands — similar to grassland
management —to be 138Mt, an increase from 1990 when this category was a net sink, sequestering almost
-16Mt.

In 2008, Cropland remaining croplands was reported by Australia as a net sink of -19Mt, an increase in the
sequestration in 1990 of -16Mt.

Both these reported emissions and removals fluctuate significantly from year to year. As such it is difficult
to identify a trend. However, grasslands appear to be an increasing emission source since 1990.

Dat
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a UNFCCC reported Grassland remaining Grasslands and croplands remaining croplands -
http://unfccc.int/di/DetailedByParty.do

Soil disturbance by tillage aerates the soil which enhances microbial decomposition, and hence the loss of
carbon. The traffic by machinery or livestock and the tillage will also lead to soil erosion and compactions
and poor drainage. These disturbances can be reduced by minimal (conservation till) or no till (NT) practices
and less intensive grazing. ® The carbon benefits from no-till agriculture may be offset, however, by
increasing reliance in herbicides and machinery (both practices contribute to GHG emissions) and may
affect biodiversity negatively.”

However, for organic systems some preliminary study results showed that reduced tillage without the use
of herbicides has positive benefits for carbon sequestration in the soil.*

No-tillage (NT) management has been promoted as a practice capable of offsetting greenhouse gas (GHG)
emissions because of its ability to sequester carbon in soils. However, true mitigation is only possible if the
overall impact of NT adoption reduces the net global warming potential (GWP) determined by fluxes of the
three major biogenic GHGs (i.e. CO,, N,0, and CH,).*® Recent studies indicate a strong time dependency in
the GHG mitigation potential of NT agriculture, demonstrating that GHG mitigation by adoption of NT is
much more variable and complex than previously considered, and policy plans to reduce global warming
through this land management practice need further scrutiny to ensure success.*

Greenpeace supports Increased soil sequestration through measures such reducing pesticide and fertiliser
use but use of those initiatives in a carbon trading or offset system is flawed because of the lack of
permancence and the uncertainty of accounting methodologies.

In addition, calculations of net global warming potential relating to proposed systems of alternative crop
management are particularly important in relation to claims that Genetically Engineered (GE) cropping
systems can increase soil carbon sequestration due to reduced pesticide use. Studies produced by non-
biotech sources using US Department of Agriculture data indicate that GE farming methods have greatly
increased US farmers’ reliance on pesticides, resulting in a 318.4 million tonne increase in pesticide use in
the first 13 years of commercial use. *

Greenpeace supports incentives to to reduce emissions from agricultural soils, but is opposed to crediting
of sequester GHG by agricultural soils at this stage.

GHG reporting concerns

Australia chose 50 years as the transition period for land-use conversion but this was not fully applied in its
disaggregation of land use into the land-use remaining and land-use conversion subcategories, which is
inconsistent with the IPCC good practice guidance for LULUCF.*®

Therefore, all the lands that were cropland or grassland prior to 1972 are reported in the categories
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cropland remaining cropland and grassland remaining grassland, respectively. The conversion categories
include only forestland converted to cropland or to grassland after 1972, leading to a variable land
conversion period from 18 years for 1990 to 36 years for 2008, which is also inconsistent with the IPCC
good practice guidance for LULUCF.?” During the review, Australia explained that precise information on the
conversion of land prior to 1972 is not available.

f. Savanna burning

In 2008, this category emitted 13.Mt (2.5 per cent of national total emissions) and was 96 per cent above
1990 emissions of 6.6 Mt. Emissions in 2020 are projected to be 12.4 Mt.

Savanna emissions arise from deliberate ignition by land managers or as a result of wildfires. The largest
areas burnt are in the Northern Territory, Western Australia and Queensland. Fire scars mapped in 2001
identified late-season fires covered 40.4 million hectares of tropical savanna in Northern Australia.”®

Emissions arising from savanna burning depend on a number of factors including the area under fire
management, the mass of fuel available from the previous season’s growth, climatic conditions such as
temperature and rainfall, and the timing of fires within the dry season.®Of these factors, the most
important driver appears to arise from the relationship between rainfall and the accumulation of fuel loads.
It is difficult to project savanna burning emissions based on rainfall as reliable long term rainfall projections
are not readily available.'®

Tropical savannas can be remarkably productive, with a net primary productivity that ranges from 1to 12 t
C per hectare per annum.'® The lower values are found in the arid and semi-arid savannas occurring in
extensive regions of Northern Australia. If savannas were to be protected from fire and grazing, most of
them would accumulate substantial carbon and the sink would be larger. Savannas are under
anthropogenic pressure, but this has been much less publicized than deforestation in the rain forest biome.
The rate of loss is not well established, but may exceed 1% per year, approximately twice as fast as that of
rain forests.'*

Folke et al (2004) suggets that periods of drought with high stock numbers bring about the death of
perennial grasses and lead to reduced grass cover. When followed by good rains this reduced grass cover,
in turn, leads to a profusion of woody seedlings. If, at this point, all livestock were removed, enough grass
growth would still occur to enable an effective fire and keep the system in a grassy state. However, if
grazing pressure is sustained a point is reached in the increasing woody:grass biomass ratio after which,
even if all livestock are removed, the competitive effect of the woody plants is such that it prevents the
build up of sufficient grass fuel to sustain a fire. The system then stays in the woody state until the shrubs
or trees reach full size and, through competition among them, begin to die. The vegetation then opens up
for the reintroduction of grass and fire. This process can take 30 or 40 years.'®

Greenpeace supports incentives to reduce GHG from savanna burning.
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g. Deforestation — LULUCF (Kyoto compliant)

Australian forests cover 149 million hectares (24% of the land area); 147 million hectares of native forests
and nearly 2 million hectares of forest plantations.’®About 70% of Australian forests are under private
ownership or management through long-term lease arrangements.'® Between 1990 and 2010, Australia
lost 3.4% of its forest cover, or around 5,200,000 ha.%

In 2008 emissions from deforestation were reported at 49.65Mt.'”’Over the period from 2013 to 2020,
projected emissions from the deforestation increase slightly from 47 Mt to 49 Mt per annum.*® In 1990,
deforestation emissions were 132Mt.

Much of the reductions in deforestation emissions have been non-additional. In other words they would
have occurred regardless of the Kyoto Protocol and any policies and measures intended to meet the
emission reduction targets to which Australia agreed.

During the Kyoto Protocol negotiations Australia requested that deforestation emissions be included in its
base year (1990) because these emissions had fallen by approximately 50 per cent over the period 1990 to
1997.' Including deforestation emissions in its base year would allow Australia to receive credit for
reductions that had already occurred and offset emission increases in other sectors during the first
commitment period, 2008 to 2012."° The ability to include deforestation emissions in its base year will give
Australia an ‘offset’ worth

about 60 to 100 Mt per annum during the first commitment period.™

Broadscale remnant clearing in Queensland was addressed on 31 December 2006 under the Queensland
Government’s vegetation management legislation and the NSW Government commenced legislation
applying additional restrictions on clearing of remnant and protected regrowth vegetation in December
2005."?While preliminary NCAS assessment found that the area of land subject to first time conversion in
2007 in Queensland was around 96,000 hectares, significantly lower than the levels in the previous years,
results for NSW assessments do not show a reduction in emissions in during the initial twelve month period
following the commencement of the vegetation management reforms. '**

Greenpeace supports incentives being provided to reduce deforestation emissions. However, has
significant concern for the transparency and accuracy of emission data for this category.

Greenpeace recommends that the eventual CFl legislation specifically exclude non-human induced
reforestation from any crediting.

GHG reporting concerns

Australia has been questioned on aspects of it deforestation emissions reporting to the UNFCCC. For
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example there was a systematic reduction of the area of forest land remaining forest land and a significant
change in the area of land conversion to and from forest land. However, this was not fully documented in
the NIR. The UNFCCC Expert Review Team recommended that Australia increase the transparency of its
recalculations by describing any significant changes associated with its recalculations in the next annual
submission.'*

It is a concern that that significant changes in deforestation emissions that increased its base year
emissions have not been explained in Australia’s National Inventory Report.

h. Burning of stubble/crop residues

In 2008, Field Burning of Agricultural Residue accounted for 0.282 Mt down from 0.29Mt in 1990.'"

Systems that retain crop residues also tend to increase soil carbon because these residues are the
precursors for soil organic matter, the main carbon store in soil. Avoiding the burning of residues (eg
mechanising sugarcane harvesting, eliminating the need for pre-harvest burning),'*®also avoids emissions of
aerosols and GHGs generated from fire, although CO2 emissions from fuel use may increase.'”’

Greenpeace supports incentives to reduce emissions from Field Burning from Agricultural Residues.

i. Reduced emissions from rice cultivation

In 2008, GHG emissions from rice cultivation was only 0.043Mt, down from 0.490Mt in 1990. However, a
great deal of fluctuation exists for this category. For example in 2007 emissions were
0.19Mt."® Nevertheless, emissions have been trending down since a peak in 2000 of 0.74Mt.

Cultivated wetland rice soils emit significant quantities of methane.**Emissions during the growing season
can be reduced by various practices.’ For example, draining wetland rice once or several times during the
growing season reduces CH4 emissions.'® This benefit, however, may be partly offset by increased N20
emissions,'??and the practice may be constrained by water supply.*?®

Rice cultivars with low exudation rates could offer an important methane mitigation option.**In the off-rice
season, improved water management can reduce methane emissions, especially by keeping the soil as dry

as possible and avoiding water-logging.'”

Increasing rice productivity can also enhance soil organic carbon stocks.'*Methane emissions can be
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reduced by adjusting the timing of organic residue additions (e.g., incorporating organic materials in the dry
period rather than in flooded periods; **’by composting the residues before incorporation, or by producing
biogas for use as fuel for energy production.'?®

Greenpeace supports providing incentives to reduce emissions from Rice Cultivation

j- Reduced emissions from land fill waste deposited before 1 July 2011

Emissions from Legacy Waste (deposited before 1 July 2011) and emissions from below threshold waste
sites are projected to fall from 9.7 Mt in 2013 to 6.8 Mt in 2020, a fall of 30 per cent. This reflects an
increasing proportion of emissions in the Waste Sector associated with waste deposited after the Scheme
commences.

The White Paper, released in December 2008, recognised that some operators of landfill sites will have
difficulties in managing permits liabilities for emissions from past waste streams. In May 2009 the Rudd
Government announced that liability for landfill emissions under the Carbon Pollution Reduction Scheme
will now only apply to emissions that come from waste that is deposited after 1 July 2011.

The recovery of methane from landfill is a key factor in eliminating these emissions. Methane capture is
projected to continue to increase at similar rates to the historical trends, around 2.3 per cent per annum.

Greenpeace supports methane capture from Legacy Waste deposited before 1 July 2011.

Administering NCOS eligible domestic offsets

Kyoto compliant emissions should be the priority of the CFl. Non-Kyoto abatement in the form of Joint
Implementation and voluntary markets may help build capacity in the sectors to reduce emissions, but
sectors that sequester carbon should be treated with caution.

Carbon trading is fraught with risks and perversities that have been created within even the most
considered of trading mechanisms. For example, Balatbat et a/ (2010) suggest that international emissions
trading under the Kyoto Protocol has lowered the overall effectiveness of the Kyoto Protocol due to some
countries receiving so called ‘hot air’ - which is tradable and is transferable to other countries through the
provided flexibility mechanism. Over the first commitment period, ‘hot air’ could potentially amount to 8.2
Gt, or 1.6 Gt annually."®Because of the Global Financial Crises the volume of ‘hot air’ may even be higher
than predicted. The World Bank predicts around 10 GT excess AAUs over the first commitment period. **°

A study by Schneider (2007) concluded that for about 40% of the registered CDM projects additionality is
unlikely or questionable, and that these projects are expected to generate about 20% of the 93 project’s
CERs.™ In addition, some credits generated work as a subsidy and may increase GHG emissions as they
create perverse incentive to artificially stimulate new production of GHG in order to generate credits. This
is mainly observed for HCFC-22 plants where it is very cheap to install a destruction facility and given their
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high Global Warming Potential the number of credits is very high.**

Most voluntary activities are focused on the renewable sector followed by landfill and forestry
projects.”*The Carbon Offsets Guide Australia indicates that 14 of the 24 Providers of ‘forestry’ credits
create ‘non-accredited’ offsets that do not correspond to any GHG programme. Therefore the quality of
those credits is questionable.®*

In must be recognised that voluntary markets are speculative by nature as well as profit motivated. While
in themselves these aspects may not detract from the mitigation they encourage, they will drive mitigation
towards least cost abatement which can lead to sub-prime mitigation unless strict standards are
maintained.

It is therefore questionable whether the CFl should be based on a market model. Indeed, a Carbon Farming
Fund that is financed through a proportion of the revenue raised from a price on Australian Kyoto
compliant emissions would have a far greater chance of success.

Demand for CFl credits

Demand for carbon trading is underpinned by mitigation effort. The EU ETS is driving international carbon
trading and although demand is down due to the Global Financial and Economic crises, volume and value of
the market has steadily increased over the last three years.* This is largely due to the EU having one of the
highest mitigation pledges for the Kyoto second commitment period — between 20 and 30% reductions
compared to 1990.

If the Australian Government wishes the CFl to operate effectively, it needs to substantially increase its
GHG reduction target in order to accord with IPCC recommendations and to ensure the CFl operates
effectively through sufficient supply of funding.

Integrity standards

Project-based land sector mitigation is a poor method of GHG abatement, as nation wide GHG reductions
cannot be guaranteed. Leakage and additionality cannot be overcome to any satisfactory standard under a
project-based Land Sector crediting mechanism.

Balatbat et a/ (2010) suggests that many projects;

e set criteria for determination of the baseline scenario that lack specific detail in the approach
options, allowing project developers to choose and have approved poorly justified non-
conservative scenarios.

¢ allow the use of default emission or carbon stock factors that while universally accepted as a
reasonable average do not represent conservative factors for many projects. In land use projects
especially this can result in substantial over-estimation of GHG reductions in specific circumstances.

* payinadequate attention to the establishment of clear and sufficiently detailed criteria for the
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assessment of projects, effectively shifting the responsibility onto reviewers (auditors and expert
review panels) with the expectation of expertise that simply does not exist at this time.

Leakage

Balabet et al (2010) state; “There is no GHG program in operation at this time that has successfully dealt
with leakage, which is a crucial consideration for land use projects. Many projects have been approved that
are quite likely to in fact result in an overall increase in emissions. That is if leakage was appropriately
considered and evaluated they would never be approved as projects in the first place. The majority of
registered (approved) land use projects include statements to the effect of ‘we do not believe the project
will result in any leakage’ which are accepted by validators and program administrators alike, despite
having no evidence to back such statements up.” **

Greenpeace recommends that any CFl crediting be based on State or Territory level mitigation baselines to
minimise the risk of leakage. As most land sector legislation and GHG reporting data is gathered from State
Government agencies, it is common sense to also define mitigation credits based on State based mitigation
effort.

Additionality

Additionality of project mitigation cannot be guaranteed. The CDM Executive have an elaborate process for
determining additionality, but have still failed to avoid about 40% of non-additional projects from being
approved.™’

Additionality can be divided into;
¢ lack of real abatement (where GHG reductions are less than claimed),
e lack of BAU additionality (where the GHG reductions created could reasonably be expected to have
occurred regardless), and
* lack of policy additionality (where the GHG reductions occur but are driven by some other
government policy). '

GHG crediting, particularly from the Land Sector, can only be successful when it is based on mitigation that
has occurred within a defined boundary that is large enough to contribute substantially to overall national
reductions.

Greenpeace is opposed to crediting for project based mitigation and recommends that the CFl base any
crediting on mitigation that has occurred over an entire State or Territory boundary and against a long-term

historical baseline.

Permanence

It is apparent that the permanence issue has been considered in detail in the Design of the Carbon Farming
Initiative Consultation Paper. All the suggestions for dealing with permanence have considerable merit and
would avoid some of the issues inherent in reversals of Land Sector mitigation.

However, a discount factor of 50% on sequestration activities would provide additional security and avoid
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the risk of increasing GHG should reversals of removals occur. In many cases re-establishing the removal
activity will be difficult or impossible, particularly if predicted reductions in rainfall and increase fire
intensity and frequency occur in the area of the sequestration activity.

Greenpeace recommends a 50% discount on sequestration credits be imposed to avoid reversals leading to
increased GHG emissions.

Conclusion

While it is not at all certain whether a second commitment period of the Kyoto Protocol will be agreed to
by the international community, it is likely that most of the Kyoto accounting methodologies and rules will
be subsumed or continued within an international instrument in the near future. If this is not the case, or a
gap exists between the fist and second commitment period, it will be in Australia’s interest to maintain
emission reduction targets in line with its international pledges, so as to avoid a lag in emission reductions
that may need to be made up for under an eventual international agreement.

Australia has a poor record for emission reductions and needs to make up for its recalcitrance in
international climate negotiations during the 1990s. This is evident in Australia’s staggering growth in GHG
since 1990. In 2008, Australia’s total GHG emissions (excluding LULUCF) amounted to 550 million tones
(MT), a 31.4 per cent increase since 1990. If all LULUCF emissions are included this figure stands at 618 Mt,
an increase of 33 per cent on 1990 levels.*® That Australia can claim to meet its first commitment Kyoto
commitment of 108% of 1990 emissions is only due to distorted Kyoto accounting rules.

The CFl as an opportunity to reduce Australia’s Land Sector emissions, improve unsustainable agricultural
practices and build climate resilience into our ecosystems and farm productivity. Incentives that address
these imperatives are desperately needed

However, a fully fungible scheme that provides incentives to one sector by allowing emissions in another to
increase beyond emission reduction targets is flawed. This is particularly so with the Land Sector, where
uncertain emission accounting, additionality, leakage and impermanence issues remain largely
insurmountable.

It is clear that the Australian Government is seeking a method of meeting its international GHG mitigation
pledges while maintaining our appallingly high levels of fossil fuel emissions, particular from burning coal.
Under the unsuccessful CPRS, the Australian Government proposed unlimited international offsets, most
likely on Reducing Emissions from deforestation and forest Degradation in the developing world (REDD). It
is now clear that a robust and effective REDD mechanism that is acceptable to the international community
will not be available for many years, as countries like Indonesia grapple with indigenous and forest
dependant community and biodiversity safeguards, institutional and technological capacity, as well as
accounting uncertainties, permanence, additionality and leakage issues.

For Australia to meet its international GHG reduction commitments while maintaining its reliance on cheap
and dirty coal, it needs a mechanism to offset these fossil fuel emissions on mitigation in another sector.
However, this is not in Australia’s long-term national interest. It is essential to food security, biodiversity
protection and regional and rural economic and social well being that global GHG peak and decline well
before the end of the decade and ideally by 2015. For the global climate change mitigation effort to
succeed in these goals it is imperative that all economic sectors contribute to GHG reductions.

Greenpeace therefore questions the usefulness of the CFl offset scheme described in the Consultation

139 http://unfccc.int/di/DetailedByParty.do
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Paper, and recommends that Australia focus on ensuring Energy emissions peak by 2012 and rapidly
decline as soon as possible thereafter while building mitigation and adaptation capacity in the Agriculture
and Land sector.
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