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 Case study snapshot

• Peri-urban landholdings 

• 600 mm average rainfall per annum

• Wide variety of soil types 

• Direct seeding v. seedlings 

Carbon Farming Initiative case study
13.14 Small farms in the Canberra region
Environmental plantings of native tree species 
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Purpose of this case study

This document is a case study of a potential offset project under the Carbon 
Farming Initiative (CFI). The case study describes a potential project that could, in 
principle, satisfy the requirements to be an eligible CFI project, but it is not currently 
an eligible CFI project. 
The purpose of this case study is to illustrate:
• the applicability of the environmental plantings methodology determination
• matters considered in determining the choice of technology, site selection, and implementing 

and operating the physical characteristics of a CFI project
• the project monitoring and record-keeping requirements of the methodology determination 

and the establishment of project monitoring and record-keeping systems
• the financial and non-financial costs and benefits of a potential CFI project.

You should not take action in relation to a CFI project or Australian carbon credit units (ACCUs) 
purely on the basis of the scenarios presented in this document. Before you take any action, you 
should get further information or advice relevant to your individual circumstances.

This case study does not claim to comprehensively cover all the above matters and does not 
necessarily do so. It may use estimates, forecasts and assumptions, and these may be simplified for 
the purposes of illustration. This case study also does not cover all the matters you could or should 
consider in implementing a CFI project of this type.

The information in this case study is not necessarily applicable to any other case. Again, you should 
obtain any appropriate professional and financial advice relevant to your individual circumstances 
and not rely solely on the information in this case study.

The Carbon Farming Initiative
The CFI is an Australian Government scheme that allows farmers and other land managers to 
earn ACCUs by reducing greenhouse gas emissions or storing carbon (also known as carbon 
sequestration) in the landscape. These ACCUs can be sold to people and businesses wishing to 
offset their emissions.

The CFI also helps rural communities and the environment by supporting sustainable farming by 
creating incentives for landscape rehabilitation.
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Purpose of this case study

Participation in the CFI is voluntary; farmers and land managers can choose whether or not to 
be involved.

For more information about the CFI, visit www.daff.gov.au/climatechange/cfi.

Australian carbon credit units
Subject to satisfying the monitoring, auditing, reporting and other requirements under the CFI for 
a particular reporting period, an eligible CFI project can apply for ACCUs. Each ACCU represents 
one tonne of carbon dioxide equivalent (CO2-e) net abatement (through either emissions 
reductions or carbon sequestration) achieved by eligible activities. 

From 17 May 2013, two types of ACCUs can be generated under the CFI; Kyoto and non-Kyoto 
(voluntary) ACCUs.1 

Kyoto ACCUs:
• are created by Kyoto offsets projects with a reporting period that occurs from 17 May 2013 

until 30 June 2020
• can be sold to companies (liable entities) to meet their obligations under the carbon 

pricing mechanism
• can be sold on the voluntary market to individuals or businesses who voluntarily want to offset 

their emissions.

Non-Kyoto (voluntary) ACCUs:
• are created by non-Kyoto offsets projects
• can be sold on the voluntary market to individuals or businesses who voluntarily want to offset 

their emissions
• are unable to be sold to companies (liable entities) to meet their obligations under the carbon 

pricing mechanism
• are unable to be exchanged for international emissions units.

The table below summarises the characteristics of each type of ACCU.

Table 1 ACCU Characteristics

Characteristic Kyoto ACCUs Non-Kyoto (voluntary) ACCUs

Able to be sold on the voluntary market   

Can be surrendered under the carbon 

pricing mechanism

 

Any reference to a value of an ACCU in this case study should be taken as an example of a value, 
which may or may not occur in the future. The Commonwealth of Australia, nor any of its officers 
or related bodies, cannot make any representation or provide any guarantee concerning the future 
values of non-Kyoto (voluntary) ACCUs. 

An ACCU is a ‘financial product’ under the Corporations Act 2001 and the Australian Securities and 
Investments Commission Act 2001. This means people who provide financial services in relation to 
ACCUs and related financial products and services in Australia may require an Australian Financial 
Services (AFS) licence, which authorises them to provide those services.

You should obtain your own professional advice about the trading of ACCUs, having regard to your 
own situation.

For further information on the characteristics of ACCUs, please refer to the descriptions of the 
Clean Energy Regulator at www.cleanenergyregulator.gov.au/ANREU/Concise-description-of-
units/Pages/default.aspx.

1 There is a third type of ACCUs called non-Kyoto (eligible) ACCUs. This type of ACCUs was only able to be generated by Kyoto eligible 
projects between 1 July 2012 and 16 May 2013. These credits are the same as Kyoto ACCUs with the exception that they cannot be 
exchanged for international emissions units.
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1 Introduction

This case study explores undertaking a potential CFI project using the 
environmental plantings methodology determination, Carbon Farming (Quantifying 
Carbon Sequestration by Permanent Environmental Plantings of Native Species using the 
CFI Modelling Tool) Methodology Determination 2012.
The environmental plantings methodology determination covers the establishment and 
management of permanent native forests through the planting and/or seeding of native species 
on cleared or partially cleared land. This achieves greenhouse gas abatement by removing carbon 
from the atmosphere and storing (sequestering) it in trees by growing a native forest.

This methodology determination can be applied Australia-wide to CFI projects that meet 
requirements, such as:
• The native forests are established through direct planting or seeding; native forest regrowth 

through existing natural seed banks is not eligible.
• The native forests are established on land that has been clear or partially clear of forest for the 

five years before tree planting or seeding.
• The native forests consist of Australian species that are native to the local area. They may be 

a mix of tree and understorey species, or one single species if the species naturally occurs as a 
monoculture in the area.

• The trees have the potential to attain a crown cover of at least 20 per cent and a height of at 
least 2 m.

• The project does not involve harvesting of wood products—you can remove a maximum of 
10 per cent of debris per year for personal use (e.g. firewood).

• Grazing by livestock is prevented in the first three years after tree planting or seeding.
• The carbon stored in biomass (vegetation) is stored permanently for at least 100 years.

Established permanent environmental plantings may be eligible to participate in the CFI using 
this methodology if they meet the above requirements and were planted on or after 1 July 2007. 
Plantings established before 1 July 2007 could still be eligible if there is documentary evidence 
that they were planted for the purpose of generating carbon credits. ACCUs will only be issued for 
abatement from 1 July 2010.

The complete methodology is available at www.comlaw.gov.au/Details/F2012L01340.
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Introduction

Small farms near Canberra 
This case study is based on Greening Australia’s experience of engaging landholders with small 
acreage in the Canberra region in sustainable land management practices that restore wildlife 
connectivity and promote carbon sequestration. This experience demonstrates that landscape-scale 
carbon and biodiversity outcomes can be achieved by many small landholders working together 
across a large area.

Urban expansion is leading to increased rates of subdivision of previously large agricultural 
holdings on the peri-urban fringe of Australia’s major metropolitan and regional centres. 
However, small property size does not preclude small landholders from being involved in 
environmental plantings for multiple benefits, including carbon sequestration. Peri-urban 
landholders do not derive a significant proportion of their personal income from their small 
properties, so the opportunity costs of transitioning agricultural land to other uses such as 
carbon sequestration and wildlife habitat and amenity improvement is low. 

This case study describes how the hundreds of small property holders in the Canberra region 
could participate in the CFI. It is based on the experience of many landowners with 10–40 ha 
properties who have sought assistance to establish environmental plantings from Greening 
Australia over the past 20 years. Most of these projects have been windbreak-style plantings that 
often require additional fencing to protect the young plantings from livestock grazing, but they 
could include an entire paddock if the landholder has no interest in grazing livestock. 

These projects have established a variety of locally native eucalypt and acacia trees, often with an 
understory of shrubs, on a wide diversity of soil types. Seedlings grown in a nursery are usually 
used for small sites of less than a hectare, and for sites on steep slopes or along gullies. For larger 
sites, directly sowing seeds with a specialised seeding machine tends to be less expensive and 
produces a greater density and diversity of plant species. Planting or seeding usually occurs in 
early spring. Spring plantings avoid the potential damage from winter frosts that are common 
in the Canberra region (nearly 100 frosts per year). Average annual rainfall is relatively high at 
approximately 600 mm, with an average of 108 days of rain spread across the year. However, dry 
months of no or little rain can occur any month of the year. Managing young plantings during dry 
periods is a challenge. Direct seeding has the advantage that seed can remain dormant in the soil 
until there is sufficient rainfall and soil moisture to stimulate germination.
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Introduction

McDiarmid Road, Burra, NSW: 400 native tubestock were planted on the lower slopes to improve 
a remnant of box gum woodland. The landowner initially used the corflute green tree guards to 
protect the trees from the kangaroos in the area, but after further problems with kangaroo grazing, 
he added chicken wire to the top of the tree guards for added protection.
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2 Land-use implications

In the Canberra region, larger agricultural holdings have been subdivided over the 
past few decades for rural–residential uses. Encroaching urbanisation increases 
land values and drives this subdivision. This land-use change from broadacre 
agricultural enterprises to small holdings is unlikely to be reversed. On some small 
holdings in the region, agricultural activities may remain after subdivision, but tend 
to be more intensive and high-value enterprises (e.g. cut flowers, herbs, vineyards), 
depending on the interests and skills of the new landowners. Many other small 
holdings get used for ‘hobby farming’, particularly horse agistment. 
However, converting a parcel of land from general agricultural use to environmental plantings 
is often difficult because of the relatively small size of the targeted landholdings, and requires 
technical experience in planting and vegetation management. Although government incentive 
funding for infrastructure works (e.g. fencing) can overcome this barrier, landholders involved 
in environmental planting projects—and their neighbours—should carefully explore the 
relative gains from adopting a novel land use, such as CFI projects, for multiple financial and 
environmental outcomes.

Small landholders converting their land to environmental plantings may require considerable 
training. Establishing and maintaining CFI environmental plantings takes skill and commitment. 
Weed control before and after planting is essential. All plantings must be protected from livestock 
(e.g. horses) for at least three years, with subsequent grazing limited to fuel reduction or weed 
management. Additional fencing, either electric or conventional, is often required to manage 
stock access. If the environmental planting is occurring along a riparian area, where stock would 
normally access the creek for water, then alternative watering systems (trough, tank and pump) 
are also required. 

From Greening Australia’s experience, an effective way for smallholders to overcome many of the 
challenges of establishing an environmental planting is to work together with neighbours (Figure 1). 
Even though each individual activity on each small farm might be small in scale, coordinated 
engagement with many neighbours can provide significant catchment-scale improvements in 
carbon sequestration, biodiversity habitat and water quality. Income streams from carbon farming 
are likely to provide incentives that reduce establishment and management costs, leading to greater 
buy-in from a wider range of landholders in a catchment.
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Land-use implications 

Figure 1  Sites for the Sustainability on Small Farms projects, a partnership between Greening Australia 
and the Molonglo Catchment Group. This is an example of catchment-scale outcomes that can 
be achieved when many small landholders are well coordinated.

Twenty-two sites within the Molonglo catchment are part of the Sustainability on Small Farms 
project. Twelve sites occur within box gum woodland and ten within a grass-woodland mosaic.
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3  Case study details and 
key decision points

Revegetation on small holdings in the Canberra region, and elsewhere, can 
meet the existing environmental plantings methodology determination as 
described below.

Site planning, establishment and maintenance
For most small landholders, expert guidance on how to implement a CFI environmental planting 
will improve the chance of a successful outcome. Key tasks, in the following order, are essential for 
successful project establishment:
1. Assess site conditions: Identify barriers to successful revegetation such as erosion, salinity, 

weeds, and grazing by livestock, feral and native animals. Also be sure the area targeted for 
planting is at least 0.2 ha to be fully compliant with CFI requirements. 

2. Set objectives for the planting: Carbon sequestration may not be the only objective for the 
planting; controlling erosion, providing shade and shelter for livestock and habitat for wildlife 
have often been included as objectives for environmental plantings on small holdings in the 
Canberra area. Also consider the larger context for the planting, such as creating wildlife 
corridors that connect patches of remnant vegetation found in the surrounding neighbourhood.

3. Site preparation: Preparing the site may include fencing if a planting is less than a whole 
paddock, weed control, and ripping but not mounding if nursery-raised seedlings (tubestock) 
are used. If ripping is required, ‘dial before you dig’ to ensure that there is little likelihood of 
damaging buried infrastructure such as water pipes and telephone lines. Weed control with a 
broad-spectrum herbicide should be done in autumn, then again in spring just before planting 
or sowing.

4. Choose plant species to suit site conditions: Local botanical expertise is needed to help select 
native species that are suited to the site. Species that grow well on a stony ridge may not grow 
well along a creek line, and vice versa. Specialised plants may be needed to cope with a saline 
or highly eroded site. 

5. Obtain quality seedlings and seed: If you are using seedlings, make sure that they are well 
grown but not root-bound. Also ensure that the seedlings have been hardened off outdoors 
in a cool climate to improve frost hardiness. Spring frosts can occur in the Canberra region 
through to November. If directly sowing seed to the prepared site, ensure that the seed is from 
the local region, and from a large and healthy population of adult plants. Seeds from just a few 
isolated trees or shrubs should not be used. 
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Case study details and key decision points 

6. Planting and sowing: Large-scale direct seeding requires specialist equipment and 
experience. Seedlings can be planted with the assistance of volunteers, but they need to be 
well organised, reliable and well trained on the day. If browsing by rabbits and kangaroos is 
likely to be a problem, consider protecting the seedlings with tree guards. If the soil is dry, it 
is recommended that you hand-water the seedlings at the time of planting; otherwise, wait 
for sufficient rain before planting. 

7. Maintenance: Follow-up weed control may be needed to ensure that highly competitive 
weeds do not smother newly planted seedlings or seedlings emerging from seed. Check 
fencing to ensure that incursions by livestock are unlikely. Once the planted or sown 
vegetation is well established, in about three years, maintenance requirements should 
be minimal. 

8. Regular monitoring is required to ensure that the planting thrives: You will need to replace 
tubestock seedlings if there are significant deaths that create large gaps. If there are patches 
where direct seeding has failed to establish, in-fill plantings of seedlings may be needed two 
to three years after seeding. 

Cooke Drive, Little Burra, NSW: A 180 m long corridor (four rows wide) between two horse paddocks 
was fenced and planted with 300 native tubestock. This will provide a habitat ‘stepping stone’ 
between remnant woodlands on the hills and ridges of Little Burra and Royalla, south of Canberra.

Greening Australia encourages the establishment of multiple species from various layers of 
woodland or forest vegetation found in the Canberra region. A diversity of species are not 
necessarily required by the environmental planting methodology determination but, to gain 
multiple environmental benefits, a selection of species should be planted from the major layers 
of locally occurring vegetation, which often includes a mixture of trees, shrubs and ground-cover 
species. Multiple layers create a diversity of habitats and minimises the risk of planting failure. 
Most importantly, choose locally occurring species that are known to establish and persist under 
difficult climatic and soil conditions, such as frost and drought. 

Greening Australia’s recommended planting mix for small holdings includes large and long-lived 
tree species planted at densities greater than 200 stems/ha, which meets the CFI requirement of 
attaining a crown cover of at least 20 per cent, and a height of at least 2 m when mature. Total stem 
densities, including shrubs, is often over 800 stems/ha, particularly with direct seeding. 

Exclude grazing for at least the first three years after establishment. But before introducing 
livestock, make sure that the trees and shrubs have a large root and leaf mass, and that the leaves 
are beyond the reach of the livestock. Occasional and short periods of ‘crash’ grazing can be used 
after a minimum of three years to reduce fuel and weed loads. Stock access to the environmental 
planting should end as soon as the animals show interest in browsing the trees and shrubs. 
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Case study details and key decision points 

In addition, fences need to be maintained and noxious weeds controlled according to legislative 
obligations. Managed grazing should also allow for natural regeneration of native plant species. 

To be eligible for Kyoto ACCUs, all peri-urban revegetation projects must be on land cleared before 
December 1989. In addition, CFI environmental plantings must be bigger than 0.2 ha. A windbreak 
that is 200 m long and 10 m wide, or a 40 m × 50 m ‘block’ planting meets this size requirement, 
and should fit within most small peri-urban properties. Planning approvals are generally not 
required for individual plantings of this size, but landholders should check with their local council 
or natural resource management (NRM) catchment organisation if in doubt. 

Carbon yield potential
The CFI Reforestation Modelling Tool (RMT) is a simple way to determine the carbon accumulation 
potential of any peri-urban site. Each project area is delineated using the CFI Mapping Tool. For 
most CFI environmental plantings on a small holding, a single carbon estimation area is all that 
is usually required. However, multiple carbon estimation areas may need to be mapped within a 
project area (e.g. property) if each planting is in a separate patch (e.g. multiple shelter belts of at 
least 0.2 ha), or the planting is across very different soil types that support different growth rates. 
The Reforestation Abatement Calculator then brings together the models and calculates total 
net abatement. 

Since most CFI environmental plantings on small holdings cannot be large, the likely returns 
from the carbon market are modest, but could help offset the cost of establishment and long-term 
management of the planting. For example, using the RMT for the small holdings surrounding 
Canberra, carbon yield potential is in the range of 140–240 t CO2-e per hectare sequestered 
over 30 years. These yields vary due to rainfall, temperature, soil type and other factors built 
into the RMT. Each tonne of CO2-e will generate one ACCU (minus 5 per cent to cover the risk of 
reversal buffer).

At these carbon sequestration rates, and a hypothetical market value of $10 per Kyoto ACCU, a 
hectare of environmental plantings could generate a gross value of $1330–2280 over a 30-year 
period. The net financial value of carbon would need to account for the costs of the planting 
establishment and maintenance, project registration and the cost of carbon sales (e.g. commission).  
The value of ACCUs will depend on a number of factors including the level of demand.  The 
potential price a project could receive is a factor that needs to be considered when deciding to 
undertake a project.

Neils Creek Road, via Bungendore, NSW: The landowners fenced a 1.4 km shelter belt on the west 
and south-west boundaries of the property. A further 900 m of fencing was completed to protect 
a gully system from livestock. The shelter belt was direct seeded in spring 2010, and the landowner 
is supplementing this planting along the gully system, which has patches of snow gum, black 
sallee eucalypts and Poa grasses. Both the gully system and the perimeter shelter belt provide 
connectivity to remnant woodland adjoining the eastern boundary of the property. The shelter belt 
(once established) will also provide a barrier to wind-blown serrated tussock seed coming from a 
neighbouring property. The landowner is controlling serrated tussock by spot spraying and constant 
monitoring of spread. The photo on the left shows enhancement planting along the gully with 
remnant woodland in the background; the photo on the right shows part of the shelter belt a few 
weeks after direct seeding.
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Case study details and key decision points 

Knox Close, Carwoola, NSW: At this site the landowners have planted all 700 seedlings with the help 
of family and friends.
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4 Pre-project needs

To be eligible for generating Kyoto ACCUs, each planting must be on land that was 
cleared of native vegetation before 1990. For the Canberra region, compliance with 
this requirement should be simple because most clearing in the region occurred 
many decades ago.  
Site preparation depends on the type of revegetation activity and the site. For tubestock planting, 
site preparation may include ripping, but not mounding, 3–12 months before planting, to allow 
water infiltration and soil moisture accumulation. Rip-lines should be sprayed with a knock-down 
herbicide (e.g. glyphosphate) to reduce initial competition. Most small landowners will find it is 
easier to engage a professional weed-control contractor who has all the necessary equipment and 
chemical handling licences. For direct seeding, site preparation may include herbicide spraying of 
seeding lines (1 m wide) up to three times before seeding, depending on the pasture composition. 
There is no pre-seeding cultivation required. The implement used for direct seeding creates a 
shallow furrow at the time of sowing.



14 Department of Agriculture
Carbon Farming Initiative case study: 13.14 Small farms in the Canberra region

Resources and skills required for on-ground implementation include knowledge 
of local land management constraints, ability to identify native and weed species, 
selection of appropriate species, sources of quality native and nursery-grown 
seedlings, ability to use direct seeding machinery and excellence in weed-control 
techniques. For the case studies mapped in Figure 1, Greening Australia provided 
the technical knowledge and skills. This service may also be available from 
environmental contractors, or the local catchment management authorities.  
Although there is unlikely to be a business case for any one small landholder to register separately 
with the CFI, it is probably beneficial to aggregate the interests of many small landholders within 
a sub-catchment. An aggregation approach means that each landholder receive the long-term 
benefits of shade, privacy and wildlife habitat, while the value of aggregated, sequestered carbon 
could fund the installation, management and retention of CFI-compliant environmental plantings, 
as well as fund the overhead costs of engaging in the CFI (e.g. project registration and auditing).

Due to the small size of individual environmental plantings on small farms, an aggregator 
can be engaged to bring together the various smaller projects from other smallholders in the 
neighbourhood. It is likely that a single aggregator would be more efficient across a defined area 
(e.g. sub-catchment).

Agreements with landholders to secure the carbon property rights for the aggregation process and 
marketing (sales) of available ACCUs are the major roles of an aggregator. The aggregator should 
have access to a full range of ACCU buyers because CFI environmental plantings have the ability to 
generate Kyoto ACCUs.

5  Resources and 
skills required
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Areas of potential costs include:
• site assessment for condition, suitable species, sufficient area (greater than 0.2 ha) existing 

weed species and grazing control requirements (e.g. additional fencing) 
• planning the revegetation (e.g. ordering tubestock or direct seeding at least one year ahead)
• site preparation, including fencing (about $3000 per kilometre) if an area less than a whole 

paddock is being revegetated, weed control for existing perennial cover and ripping (for 
tubestock only)

• forgone agricultural production income
• revegetation, which costs about $2 per seedling (including tree guards, but not labour) or 

$200 per km for direct seeding 
• monitoring and maintenance, particularly follow-up weed and herbivore control, and 

replacement of lost tubestock due to drought or other reasons
• CFI program engagement (likely through an aggregator), including establishing a Recognised 

Offsets Entity, registering an eligible project and reporting.

6  Potential Costs
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Long-term risk needs to be actively managed within any CFI environmental planting 
project because of the requirement to maintain carbon that has been credited by 
the Clean Energy Regulator for 100 years. This regulation ensures the integrity of 
the scheme and that the ACCUs going to market are representative of carbon that is 
stored within the vegetation.
A risk of reversal buffer of 5 per cent of the carbon stored by the project is applied to all carbon 
storage projects. This means that for every 100 tonnes of carbon stored by a project, only 95 ACCUs 
will be issued. The remaining 5 per cent will insure the entire scheme against short term losses 
due to natural disturbance. The risk of reversal buffer ensures that individual projects affected by 
disturbance events do not have to return ACCUs for the lost carbon. Instead the project owner is 
required to take reasonable steps to restore lost carbon and will not be able to earn further ACCUs 
until the carbon lost since the last reported level is restored.

If carbon loss is caused by non-natural disturbance (e.g. clearing), a proponent will have to 
relinquish an equivalent amount of ACCUs either from project ACCUs that are unsold, or through 
purchasing off-project ACCUs from the market. If a proponent wishes to change to an alternate 
land use on land where a CFI project is registered, they will need to relinquish all ACCUs issued 
before they are allowed to cancel the project.

The potential loss of carbon caused by fire, drought, hail, flooding, and damage by insects and wild 
herbivores (e.g. hares) is particularly high when plantings are less than three years old. Once well 
established, the risk of carbon loss is less because of the resilience of plantings comprising diverse, 
locally occurring native species. Even intense wildfire has been shown to have only a short-term 
effect on environmental plantings. Recently published research by CSIRO and Greening Australia 
in the Canberra region shows that environmental plantings less than 15 years old fully recovered 
within 5–8 years of the firestorm that hit the region in 2003. A diversity of planted species was 
the key to this recovery: some species recovered from epicormic shoots on burnt trunks (most 
eucalypts), whereas others recovered from seed or root plates (most acacias).

There also many short-term risks. A typical risk register for an environmental planting includes:
• safety, health and wellbeing 

 ሲ slips, trips and falls
 ሲ manual handling of heavy objects
 ሲ UV light, heat and cold exposure

7 Risk analysis
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Risk analysis

 ሲ road travel accidents
 ሲ hicle movement on-site
 ሲ venomous wildlife
 ሲ underground services disruption
 ሲ prickly and allergic irritations caused by contact with plants
 ሲ exposure to pollutants
 ሲ falling branches or trees
 ሲ fires
 ሲ flash floods if planting along a creek

• environmental risk 
 ሲ introduction of weed species to the site
 ሲ chemical spills
 ሲ inappropriate species selection leading to establishment failure
 ሲ erosion and its impact on soil health and catchment water quality
 ሲ damage to plantings by livestock 
 ሲ introduction of pathogen 
 ሲ damage of plant populations through excessive seed collection 

• operational (timeliness, quality, deliverables) risk 
 ሲ failure to deliver contracted services in a timely manner
 ሲ failure of planted material to establish or survive
 ሲ change in the landholder’s expectations and personal circumstances.

Risk management
There are administrative and market risks of CFI environmental planting projects on small 
holdings that include:
• a large enough number of participating landholders to be able to engage an aggregator 
• a local group of small landholders need to be well coordinated 
• the price and demand for carbon has to be sufficiently high to cover this engagement 

and coordination, or this overhead cost needs to be covered by other NRM programs 
and organisations. 

One risk management strategy is for each landowner or a network of landowners (e.g. neighbours) 
to engage an aggregator. Typically, an aggregator will offer a fee for access to land in exchange for 
the carbon right. This right is then registered on the title in the aggregator’s name. Alternatively, 
an aggregator may take a fee or commission from carbon sales in return for managing the financial 
and reporting aspects of the project. These two approaches have quite different risk profiles for 
the landowners.

Where an aggregator holds the carbon right, the project risk of ensuring delivery and maintenance 
of ACCUs falls to the aggregator. They are paying the landowner directly for access to the carbon 
rights on the land. As such, the aggregator will hold the responsibility to the Clean Energy 
Regulator for ACCUs claimed as part of the project. In addition, the aggregator may hold contracts 
with customers for supplying carbon and, as such, holds the risk associated with non-delivery on 
these contracts.

In the second scenario, where an aggregator is engaged to register carbon projects and ACCU 
sales, the landowner may end up holding the risk associated with under-performance or carbon 
loss and, with this, a potential financial loss associated with lower than projected carbon stocks. 
In addition, it is likely that the landowner may hold some financial responsibility for the up-front 
establishment costs. In this case, an aggregator may take on responsibility for carbon sales (for a 
set fee or commission). However, both the ability of the aggregator to secure sales and whether 
there is some guarantee associated with this service need to be considered. Consideration of the 
sale price will also be important.

In summary, unlike traditional agricultural systems where most risks are managed annually 
until the crop is harvested or livestock sold, a CFI project has long-term risks based on some very 
important decisions that are made at the start of the project.
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Abbreviations

ACCU Australian carbon credit units

AFS Australian Financial Services

CFI Carbon Farming Initiative

CO
2
-e carbon dioxide equivalent

NRM natural resource management

RMT CFI Reforestation Modelling Tool

Units

ha hectare

km kilometre

m metre

mm millimetre

t tonne
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