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Executive Summary

Forests, and the products derived from them, currently offer the only viable path to removing
and storing enough carbon dioxide to meet Australia’s national climate targets. The
Australian Government, recognising the vital importance of forests to the country’s emissions
profile, established the Australian Carbon Credit Unit (ACCU) Scheme in 2011 to support
projects that either removed or avoided carbon emissions. The inclusion of plantation forests
in the scheme from 2014 onwards reflected a growing recognition of the role that commercial
forestry could play Australia’s emissions-reduction strategy. Today, a significant and
expanding area of plantation forest is registered under the ACCU scheme.

This report, prepared for the Tasmanian Forestry Hub (TFH), assesses the impact of the
ACCU scheme on the size, structure, and management of Tasmania’s plantation forest
estate. It also builds on our previous work with more in-depth analysis of the barriers to and
opportunities for increasing participation in plantation-forest ACCU projects in Tasmania.

To do this, we undertook a detailed spatial analysis of Tasmanian plantation ACCU projects
and conducted 22 interviews with industry, government, and carbon-market stakeholders.
This report makes 3 key findings:

1. The Clean Energy Regulator (CER) has made meaningful changes to compliance
and verification rules for some projects, and new methods, like the Integrated Farm
and Land Management (IFLM) method, continue to progress through the proponent-
led development process. However, many of the challenges we identified in 2024 —
such as scheme complexity and overcoming high upfront costs — remain significant
barriers to expanded participation.

2. Forest-based ACCU registrations in Tasmania have climbed considerably since the
introduction of the 2022 Plantation Forestry Methodology and around 15% of
Tasmania’s plantation estate is now registered. The carbon market — a fringe feature
of the plantation landscape just a few years ago — now has the potential to influence
investment as well as silvicultural, species, and management decision making.

3. While growth in registrations is heartening, more detailed analysis of projects by
schedule indicates that the scheme is more likely to reshape the species and
management profile of the existing estate rather than grow its overall size. This
suggests that policy effort should focus on ensuring that changes to existing
plantations prioritise high-value domestic processing and local timber-market
demand. This will ensure that both new and existing plantations remain viable
commercial prospects after their ACCUs run out.

The report looks to other jurisdictions in Australia and overseas to identify reforms or policy
supports that could ensure the ACCU scheme’s influence on Tasmania’s plantations
supports a vibrant, high-value, and sustainable forest-products industry into the future.

Addressing many of the challenges we have identified would require significant changes to
the scheme and its rules. These larger-scale changes may be desirable over time, but
stakeholders we interviewed expressed concerns about reforming scheme rules too much or
too quickly. The scheme’s most valuable — and perhaps most vulnerable — asset is its
perceived credibility. Any reforms must carefully balance increasing participation against the
need for integrity and independence.

Changes should therefore combine incremental adjustment to existing rules with an
expanded range of supports for participants. Where more significant change is required, the
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proponent-led method development process and sunsetting and review provisions allow
lessons from past experience to be incorporated into new methods or updates to existing
ones over time. Crucially, these processes allow proposed changes to be subjected to
rigorous public consultation and stakeholder engagement. Key recommendations are
summarised in the table below.

Recommendation Rationale

Include plantation
forestry activities
in the Integrated
Farm and Land
Management
(IFLM) method

The IFLM method will enable proponents to undertake more than one
activity within the same Carbon Estimation Area (CEA), but no timeline
has been set for the inclusion of for-harvest forestry activities. This would
lead to more sequestration, may support growth of the plantation estate
and improve the economic viability of forestry on smaller, mixed-used
landholdings like farms.

Investigate the

Introducing an additional permanence period of 40 years or more, with a

case for correspondingly reduced discount, may improve the likelihood of
introducing an proponents’ replanting for subsequent rotations and thereby provide
additional greater certainty of supply for processing investment. However, this
permanence would require changes to the Carbon Credits (Carbon Farming Initiative)
obligation Act 2011 (CFI Act) and could have unintended consequences for investor
confidence. Further research should be undertaken to understand the
likely benefits, costs, and impact of introducing an additional obligation.
Establish a Tasmanians looking to register a land-sector ACCU project can apply for
Tasmanian support under the Carbon Farming Advice Rebate Pilot Program. In

carbon-farming
extension service

some other jurisdictions, however, state governments instead provide an
on-the-ground independent advice to help landholders understand
carbon-farming opportunities and scheme rules.

Introduce a pre-
application
eligibility ruling
mechanism

The ACCU scheme does not currently offer any reliable way for
proponents to gauge with certainty that a project is eligible other than to
prepare and submit a full project-registration application. Adopting a
system modelled on New Zealand's 'emissions ruling' process could
provide proponents with an enforceable upfront determination, reducing
early-stage investment risk.

Provide extra
upfront support for
projects with

The Tasmanian or Commonwealth Governments should consider
creating a co-investment program that provides upfront financial support
for projects that deliver co-benefits for biodiversity, soil health, water

demonstrated management, farm productivity, or Aboriginal economic participation in
co-benefits exchange for a share of future ACCUSs.

Provide Changes in sequestration estimates between different versions of
grandfathering FullCAM present a challenging policy problem. On one hand, ensuring

certainty for major
FullCAM changes

that estimates of sequestration are as accurate as possible is essential to
the credibility and integrity of the scheme. On the other, unexpected
revisions can undermine the financial viability and, for some schedules,
even the eligibility of an ACCU project.

Given the risk posed by FullCAM changes to future investment and the
viability of current projects, we believe that projects should be allowed to
continue using the version of FUllCAM current at the time they were
registered. Where doing so creates potential for over- or under-crediting,
the scheme-level impact ought to be small enough to be managed within
the existing 5% natural-disturbance buffer.




1 Introduction

The Australian Carbon Credit Unit (ACCU) Scheme provides a potential avenue for forestry
projects to generate additional income and contribute to emissions reduction goals. This has
led to a growing interest in the Australian forest carbon market as the most effective — and
perhaps only — way to remove a large quantity of carbon dioxide already in the air at the
necessary scale. As such, carbon-offset programs such as the ACCU scheme will be crucial
to the success or failure of our net-zero goals and policies. It is therefore essential that these
schemes maximise participation among proponents and projects that can viably and credibly
achieve emissions reduction.

To help improve the uptake of the ACCU scheme in Tasmania, the Tasmanian Policy
Exchange (TPE) and the Tasmania Forestry Hub (TFH) have undertaken work to understand
the real and perceived barriers to participation within the scheme. Following on from the first
Report," this project seeks to further understand the barriers and challenges as well as
considering a range of potential solutions. This was done through interviews with a range of
stakeholders. The issues that they highlighted fall broadly into five categories:

¢ Influence of ACCU-scheme participation on the future of the forest estate
e Scheme complexity and barriers to innovation

e Managing uncertainty and risk for proponents

o Estimating carbon sequestration in FUllCAM

e Social license, perceptions of scheme integrity, and the MIS legacy

This report first expands upon the previous findings (summarised in Section 2) and
considers reform options to address the barriers that were identified. Section 3 reviews
changes to the scheme that have been implemented since the TPE’s original report was
published and evaluates their impact. While recent changes represent progress in some
areas, many problems remain unaddressed. Section 5 looks to other jurisdictions for
potential solutions to the problems that remain, drawing both on a desktop review of existing
policy and academic evidence and on interviews with a wide range of stakeholders. Section
6 presents recommendations for reform.



2 Summary of Previous Findings

In August 2024, the TPE published Tasmanian forests and the carbon market: Barriers and
opportunities, which was commissioned by the Tasmanian Forestry Hub.? This report
provided a timely industry perspective on Tasmania’s forest-carbon market, including an
assessment of its strengths, barriers to participation, and reforms that could help ensure
continued sustainable growth of forest-carbon projects in Tasmania. It provided background
information on the operation of the ACCU scheme, and summarised the findings of an
industry workshop help in Launceston in June 2024.

The report, and the industry workshop upon which it was based, made several key findings
which are summarised in the table below.

Barrier Description of barrier

Addressing scheme complexity and compliance cost

Scheme complexity Smaller-scale project proponents in particular have limited
capacity to understand and engage with the scheme without
professional, specialist assistance.

Limited understanding Some land managers and farmers might have limited awareness
of the Scheme among and understanding of the ACCU Scheme and carbon markets,

land managers and/or the benefits of planting trees on farms or as investments.
Difficulty accessing Information and guides published by the CER can be complex,
clear and independent inconsistent, and in a format not useful to help land managers and
information forest managers make decisions.

Cost of audits Small-scale projects are more sensitive than larger ones to

expensive audit requirements, the first of which occurs upfront
before any ACCUs have been issued.

Timeline of ACCU Some projects face a delay between high upfront establishment

delivery and administrative costs and receiving ACCUs and associated
revenue.

High fixed costs High fixed costs have effectively created a minimum project size,

deterring smaller land managers from participating and limiting
potential emissions reduction.

Interaction with the Inconsistency and lack of transparency in CER decision-making,

regulator and lack of an adequate review process, limits trust in the
regulator.

Caveats and title Caveats on titles can pose difficulties to potential project

issues proponents. The CER may be unwilling to consider a project with

a caveat even if that caveat is historical and belonging to a
deregistered business. Instead, the proponent must first request
the removal of the caveat to the Land Titles Office and, if
unsuccessful, to request ASIC to withdraw the caveat, although
ASIC is not obligated to do so. This process can be expensive
and time-consuming.



Delays in project The CER is allowed up to 90 days to process crediting
approval applications, leaving project proponents in flux as they await
approval.

Modelling abatement  The current tool for modelling landscape-scale carbon emissions,
FullCAM, is not ideal for smaller, project-level estimations
necessary for forest-sector ACCU projects.

Ensuring viability of projects beyond the first rotation

Natural disturbance Forests are at risk from bushfires, pests, disease, droughts and

risks other natural disturbances, but insuring forest projects is difficult,
leaving proponents liable for loss of income and carbon storage
that might occur.

Market risks Uncertainty about future ACCU and timber prices over project life.

Regulatory Risks Worries surrounding the potential for changes in the rules and
regulations of particular methodologies, the ACCU scheme
drastically changing, or the market declining.

There may be disincentives leading proponents to ‘jump ship’
caused by the development of new methodologies. Particularly
where they are seen by potential proponents as offering further
additional sequestration and crediting opportunities.

Aligning objectives among related programs and incentives

Method stacking Land managers are deterred from registering multiple carbon
projects on the same property due to administrative burden and
expense.

Limited number of There are limited opportunities for some parts of the forest and

methods land sector to participate in the carbon market, particularly the

native forest sector, because there are not existing ACCU
Methods that recognise activities in those sectors.

Restrictive eligibility The eligibility criteria are highly specific and may not reflect real

criteria practice/actual carbon sequestration impacts, restricting
participation and therefore opportunities for genuine emissions
abatement.

Land availability There is limited land available for carbon farming and growing
timber.

The legacy of Forestry Many land managers and farmers are mistrustful of plantation
Managed Investment  establishment incentive schemes following negative experiences
Scheme (MIS) under the forestry MIS.

Social license in the There has been some criticism in the community that carbon
broader community credits have been issued to projects that do not represent real or
additional abatement of emissions.

These findings highlight the need for better alignment of carbon incentives with other policy
and strategic objectives to ensure that forest and carbon-policy settings help proponents to
grow the right trees in the right places and support the sustainable growth of the forestry and
forest products industry.



There is no reason why carbon credits cannot be integrated with existing plantation incentive
schemes, land-use and future production plans, and emerging ‘nature-positive’ priorities to
promote the transition to a more sustainable and strategically focused industry. If better
policy coordination and alignment can be achieved at the national, state and local levels,
biodiversity and forest-product supply chains will benefit while maximising carbon
sequestration. If this coordination is not achieved and inconsistencies between existing
forestry, carbon, industry, environment, and biodiversity policy settings remain, this will be to
the detriment of the forestry sector.



3 Updates Since Our Previous Work

3.1 Changes to the ACCU Scheme

Several changes have been made to the ACCU scheme since the TPE’s previous report in
August 2024, many of which were a result of the 2022 Independent Review
Recommendations.® These include general scheme-wide changes as well as specific tweaks
to some of the forestry-based methodologies.

The main changes include:

¢ New Unit and Certificate Registry

e Transparency changes

e Establishment of the guidance library

¢ Reduced audit requirements for plantation forestry

e Developing new proponent-led methods

o The Carbon Credits and Other Legislation Amendment (Integrity and Transparency)
Bill exposure draft and consultation

e FullCAM methodology review

o Concerns over climate active credibility

3.1.1 General Changes

New Unit and Certificate Registry

The Unit and Certificate Registry has been designed to streamline the process of holding
and transferring certificates and units from schemes administered by the CER. This enables
users to more easily trade between the various carbon and environmental markets, with an
improved user experience. The Registry can be used by emitters to purchase credits to meet
voluntary or mandated requirements, or by investors wishing to participate in these markets.*

Safeguard Mechanism Credit units (SMCs) were the first units to be made available in the
Registry in February 2025, with ACCUs made available shortly after in November 2025.
Other certificates, including Biodiversity certificates, have now also been made available on
the Registry.®

The Registry allows users to search ACCU projects according to a wide range of filters
including project ID or name, area, project type, vintage, and date of issuance among others.
This helps to improve transparency and streamline the purchasing process, but it may also
have the positive second-order impact of encouraging further price differentiation in the
market according to projects’ activities and social impact.®

Transparency Changes

To improve transparency, additional information is now included on the ACCU-scheme
project register. These changes were fully implemented in July 2025. Revised information
requirements include details of:”

o The approach to determine carbon abatement — including the type of estimation
approach used to calculate carbon abatement

e The dates of the crediting period

e The starting date of the project permanence

¢ Alink to any enforceable undertaking made with respect to the project
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The increased publication of data follows findings from the 2022 Independent Review, which
found that restrictions on disclosure go further than required. They noted that these
restrictions were undermining transparency, trust, and confidence in the scheme.®

Some critics still believe that these transparency changes are insufficient to address the
findings of the Review, and that the ACCU scheme should publish offset reports submitted
by proponents, as well as audit reports prepared by third parties to verify abatement. They
highlight that other carbon offset schemes internationally publish this data and argue that the
ACCU scheme remains the least transparent in the world. However, not everyone agrees,
highlighting commercial-sensitivity issues with sharing parts of these reports.®

Guidance library

The library is a collection of all the educational and regulatory guidance documents for
ACCUs available from the CER website in a searchable location. Proponents may choose to
sort by action/task, method families, and currency.'® The CER developed the guidance
library at the end of 2024 following recommendations from the 2022 Independent Review of
ACCUs, and was created to help improve accessibility and information transparency for
proponents wishing to undertake the scheme.!” The CER stated that the guidance library
‘marks an important step in providing consistent and common interpretation and
understanding of the ACCU scheme requirements for stakeholders.’'?

This library will help eliminate some of the difficulties stakeholders identified of finding and
engaging with the different information regarding the scheme. However, the readability of the
documents remains the same — and a stakeholder would still be required to have some
broader knowledge surrounding which methodology applies best to their potential project.

3.1.2 Methodological Changes

Audit Requirements for Plantation Forestry

The audit requirement for low-risk plantation forestry projects has been reduced from three
to one scheduled audit as of August 2024. This means that proponents can opt-in, subject to
eligibility requirements (see box below), to only having the initial audit.’® This audit is
primarily to ensure that FullCAM is calibrated correctly. After the initial audit, the CER will
continue to monitor the project with geospatial tools and other measures (such as site visits)
to verify carbon abatement. To maintain integrity without ongoing audits, the CER only
approve low-risk projects that are readily observable, planted uniformly, and (typically)
consist of one species.™

Reduced Audit Requirements™
To be eligible, the project must:
e be covered by either or both Schedule 1 (new plantations) and Schedule 2
(conversion of short to long rotation plantation forests) of the 2022 plantation

forestry method’®

e have an anticipated and reported carbon estimation area of no more than 200
hectares

e agree to be subject to geospatial monitoring and other compliance checks by [the
CER].

Existing and new projects are both eligible for the new arrangements.
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New proponent-led methods

In mid-2024, the CER instituted an expressions-of-interest (EOI) process for the
development of new methodologies. Of the 39 EOls received, the CER made the following
overall recommendations, outlined in the table below.'”

Number Overall Recommendation from Forest- and Tree-Related Methods

of EOls the CER
e Improved Avoided Clearing of Native
Support for development, Regrowth (ACNR)
excellent alignment and ready for e Improved Native Forest
4 imminent development. Management in Multiple-use Public

Forests (INFM)

These are currently being e Extending Savanna Fire

prioritised by the CER. Management to the Northern Arid
Zone

Support for development if or
when resources permit, excellent
alignment and ready for imminent
development.

e Sequestration of Carbon from Oil
Seed Trees
e Enhancing Native Forest Resilience

Support for development in future
rounds following amendments,

9 very good alignment but further
work or supporting evidence
needed.

e Comprehensive Carbon Account
(CCA) Method

e Greening Construction with
Sustainable Wood

e The Great Western Woodlands Fire
Management Method

Not supported for development in
21 foreseeable future, not well
aligned.

At the time of writing this report, three of the four EOls being prioritised by the CER are
being prepared by the proponent (Improved Avoided Clearing of Native Regrowth, Reducing
Disturbance of Coastal and Floodplain Wetlands by Managing Ungulates and Extending
Savanna Fire Management to the Northern Arid Zone), and the other (Improved Native
Forest Management (INFM) Method) has been approved as an ACCU methodology
following the consultation and implementation process.'® This method took almost two years
to enter final development stage, even with prioritisation, highlighting the lengthy timeline
required for the proponent-led method process.

The INFM method was led by the NSW Department of Climate Change, Energy, the
Environment and Water, and was prioritised for development following recommendations by
the Emissions Reduction Assurance Committee (ERAC). The determination for this method
was made on the 25" of June 2026 and will expire on the 30" of September 2036 (after
which time no new projects can be registered under the method). Under the INFM method,
state governments can earn ACCUs through ‘the cessation of planned harvesting in defined
areas of multiple-use public native forests that would otherwise be used for commercial
forestry.’ The Department of Climate Change, Environment, Energy and Water note that this
method ‘doesn’t ban forestry’ but rather provides ‘an alternative economic option’ that ‘can
operate alongside a sustainable forestry industry.”'® The establishment of a transparent,
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proponent-led process for developing methods, and assuring their integrity, was
recommended by the 2022 Independent Review. One of the driving factors behind this
recommendation was because the current method development process was seen to
impede on timely and effective emissions reduction due to the lack of flexibility and reduced
opportunity for abatement at scale.?° To fully address these issues and the recommendation,
it will be important that these new proponent-led methods do not pose a high financial or
time burden on proponents, to allow greater accessibility to all groups without compromising
integrity.

At the time of writing this report, there has been only one EOI round, which was open from
the 215t of May 2024 to the 12 July 2024. The Emissions Reduction Assurance Committee
(ERAC) will determine the timing of future rounds, but there is no indication of when that will
be.?’

Other proposed methods, particularly the Integrated Farm and Land Management method,
could help incentivise the creation of new plantation forestry projects. However there is no
advertised timeline on when forestry would be integrated into this methodology, when and if
it is approved and implemented as this relies upon proponents undertaking the proponent-
led method to further develop this to include an option for plantation forestry activities.

Many of the tree or forestry-related methods proposed above either need significant work to
be implemented or are likely to have a relatively minor impact on plantation forestry in
Tasmania.

Carbon Credits and Other Legislation Amendment (Integrity and Transparency) Bill

This Bill implements changes based on the recommendations from the Chubb Review and
covers a wide range of amendments to the current ACCU scheme. The changes include
native title holder consent, establishing the Carbon Abatement Integrity Committee (CAIC) to
replace the Emissions Reduction Assurance Committee (ERAC) as well as strengthen their
independence and enhance the transparency of the CAIC’s advice, introducing Integrity Risk
Method Declarations, changes to administration processes, changes aimed at improving
integrity, and reforms to the National Greenhouse Emissions Reporting Act 2007 (Cth).??

FullCAM Method Review

Under the current FullCAM guidelines for the 2022 Plantation Forestry method, proponents
are required to use the 2016 version of FullCAM, rather than the 2020 version which is the
default for the ACCU scheme.??

The latest version of FUllCAM (the 2024 edition) is still undergoing development and testing.
A beta version of FullCAM was released for consultation in August of 2024, as well as new
draft guidelines for several methods, including the method for plantation forestry which
requires plantation projects to adopt the new version of FullCAM.?* However, as highlighted
by participants within the workshop, it is unclear at this stage whether this will be
grandfathered for existing projects or if their ACCU crediting will instead occur under the
2024 version of FullCAM.

3.1.3 Social License and Integrity Debates

Climate Active

Climate Active is an Australian Government brand and standard that provides carbon-neutral
certification for Australian organisations (their business operations), products, services,
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events, precincts, and buildings. The aim is to help the community support businesses that
are taking climate action through their emissions reduction and abatement.?

In previous years, the purchase of ACCUs for voluntarily offsetting to achieve Climate Active
certification has made up a large component of credit sales. Even following the removal of
requirements that a minimum of 20% ACCUs must be used to gain verification.?

Concerns have been raised about the integrity of the Climate Active certification due to the
use of some ‘questionable’ international credits for offsetting. As a result, more than 100
companies (including Telstra, NRMA, and Australia Post) decided to step away from the
certification in February 2025.2” Whilst this is one of the most recent instances, it is not the
first criticism or concern regarding the integrity of the certification and verification of the
offsets used within the scheme (both voluntary as well as some ACCUs from the landfill gas
method and human-induced revegetation).?® Some complaints date back to March 2023,
which include a submission by the Australian Competition and Consumer Commission
(ACCC) to the Climate Active consultation which outlined concerns about the program
constituting ‘greenwashing’ and misleading consumers.?®

It is unclear what impact the recent withdrawal from the Climate Active program will be on
voluntary ACCU purchases and the pricing, particularly if certain methods are perceived to
have lower levels of integrity.3° Additionally, the ongoing scrutiny and concerns may influence
the discourse surround ACCUs, particularly given the previous criticisms of the scheme
(largely human-induced regeneration, avoided deforestation, and landfill gas).®'

This may also further damage the social license within the broader community for ACCUs
and other more rigorous offset projects. As highlighted in the workshop in July 2024, this is
an issue which impacts political decision-making for offset schemes. Workshop participants
outlined how decisions may be made based on concerns surrounding perceptions of the
public, rather than best forestry or environmental practice.

The Australian Government has since decided to end to Climate Active certification on the
30" of June 2027, following a transitional period. The public consultation on the transition
process, and whether any voluntary standards and select guidance should be retained, will
close on the 18" of September 2026. Climate Active note that this decision was made as ‘the
operating context for business decarbonisation in Australia has changed significantly’ since
Climate Active was established.*

The INFM Method

There has been some criticism of the new INFM method determination since it was enacted
in June. The main concern is about the integrity of the method, and how that will impact on
the scheme.® Forestry Australia cite three central problems: 1) the 15-year accounting
period is too short, 2) the accounting structure over-credits projects upfront and relies on
future deductions, and 3) that FullCAM is applied incorrectly due to the areas having been
managed previously under selective or partial harvest, with settings in the Australian
National Greenhouse Gas Inventory being inconsistent with this management.®*

Many of these criticisms have come from those within the forestry sector, however other
groups — including the Australia Institute and the Wilderness Society — have also raised
concerns with the method. These includes concerns surrounding whether the prior
commitment of the NSW Government to creating the Great Koala National Park undermines
its claim to additionality for the purposes of an INFM project, and therefore impacts the
perceived integrity of the scheme.3®
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3.2 lIssues that have been addressed since our previous report

The above changes to the current ACCU scheme have done little to address the range of
issues that we found in our last report in August 2024. Some have had a slight impact upon
some of these challenges but are often insufficient. These are outlined in the graphic below.

Figure 1: Impact of recent reforms on the identified issues with the ACCU Scheme

These recent reforms have not addressed these barriers
that were identified in the previous workshop:

dy Community social license
()

2 Delays in project approval

D Modelling abatement

m Market risks

Restrictive eligibility criteria

ﬁ& The legacy of the MIS

ﬁ Timeline of ACCU delivery
Interaction with the regulator
Caveats and title issues
Natural disturbance risks
Regulatory risks

Land availability
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These recent reforms have made some impact on these
barriers, but have not fully resolved the issues:

Scheme complexity and difficulty accessing clear and
independent information: The new guidance scheme library
consolidates all the current ACCU guides into one location to
help participants. The CER publishes several guidance
documents that are ‘designed to assist participants in
understanding various complex aspects’ of the scheme.
However, proponents still need to have a general knowledge
base before they are able to fully engage and utilise this library.

Cost of audits: This has been addressed for plantation forestry
with the introduction of reduced/no audits for low-risk projects
but remains an issue for other methods.

There is updated guidance available for auditors on key risk
areas, however it still remains highly variable depending on the
auditor’s professional judgement.

The CER register only contains one auditor in Tasmania (out of
the 81 registered) — highlighting difficulties sourcing auditors
and leaving little room for competition to improve the costs of
audits.

Method stacking: The proposed integrated farm and land
management method is not method stacking, but it will allow for
multiple forms of carbon storage to generate ACCUs
simultaneously.

Limited number of methods: Proponents are able to suggest
new methodologies, but this is a lengthy and expensive process
that is prohibitive for many proponents. This is reflected by the
fact that all but two (of 39) EOI proponents were businesses or
organisations.

High fixed costs: The Landcare Action Grants Program received
an additional commitment of $900,000 from the Tasmanian
government for co-investment for sustainable programs and
has been expanded to include carbon farming initiatives.
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4 ACCUs and the Tasmanian Plantation Estate

Tasmania’s plantation estate currently covers around 270,000 hectares, or just under 4% of
the state’s land mass. Some 70% is hardwood plantations, mostly Eucalyptus nitens, and
the remainder is softwood. While the absolute size of the softwood estate has remained
stable for almost 40 years (notwithstanding the recent purchase and planned management
of the Rushy Lagoon property in north-east Tasmania)®, the rate of new establishment in the
hardwood estate has been enormously volatile — driven most notably by the Forestry
Managed Investment Scheme (MIS) from the early-1990s to the late-2000s.

Plantation area and new establishment in Tasmania, 1975-2024
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Figure 2: Plantation area in Tasmania. Source: ABARES.

The challenging legacy of that period has created several well-known problems for plantation
forestry and the forest-products industry in Tasmania today:

1. The most pressing structural problem with the estate is that a very large volume of
even-aged E. nitens is now at or approaching maturity with little prospect of
generating the commercial return on investment that would incentivise growers to
replant it. As a result, the size of the hardwood-plantation estate contracted by 20%
from 2019-2024 (the most recent year for which data are available) and has likely
continued to shrink since then, if at a slower rate.

2. Many owners — especially farmers and other smaller private landholders — have been
chastened by their experience with the MIS and remain wary of plantation investment
in general and incentive schemes (including the ACCU scheme) in particular (see
Section 5.1.3).

3. At the same time as new plantation establishment has slowed, harvest volumes from
Tasmania’s native-forest estate have continued to fall. The resulting gap in output
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has led to a growing dependence on imports, both interstate and internationally, to
meet local demand for sawn hardwood products like decking, flooring, and mouldings
for example.

If Tasmania is to meet a greater share of local timber and wood-product demand from
plantations, the overall size of the estate will likely need to increase, and its structure and
management will need to change. There is now widespread recognition that Tasmania’s (and
the rest of the country’s) plantation estate is not sufficient to meet growing domestic demand
for timber products.”

In addition to their essential role in driving carbon sequestration, some industry observers
and policy makers have argued that ACCUs can help drive the transition towards a more
economically and environmentally sustainable plantation-forestry industry that underpins
innovative high-value local processing and supplies domestic timber demand.* In other
words, the capital-formation support provided by carbon crediting may help proponents
overcome the cost of establishing plantations that might otherwise be marginal but, once
established, can deliver a viable return beyond the first rotation.

Whether or not the ACCU scheme will be able to achieve this remains an open question, but
the evidence to date suggests that, at least in Tasmania, ACCUs don’t appear to be
increasing the size of the plantation estate yet. Since our previous report, the number of
plantation-forestry ACCU projects registered in Tasmania has increased by 63 in two years.
As of mid-April 2026, there were 104 projects registered in Tasmania under either the 2017
or 2022 plantation forestry methodologies.

More importantly, and especially since the introduction of the Plantation Forestry
Methodology Determination 2022, the area of plantations registered under ACCU projects
has grown almost 15-fold — an average increase of around 120% per year. Cumulatively,
ACCU-scheme plantations now likely account for 15% of all land area under plantation.

Area of ACCU projects and share of total plantation area, Tasmania, 2017-2026
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Figure 3: Area of ACCU projects in Tasmania as of April 2026. Source: CER

This remarkable growth suggests that the carbon market — a relatively fringe feature of the
plantation landscape just a few years ago — is almost certainly emerging as a very significant
feature of the Tasmanian and national plantation estate with the potential to reshape
investment, drive growth, and influence silvicultural, species, and management decision
making.

Plantation ACCU project registrations by area, 2017-2026
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Figure 4: Plantation ACCU project registrations as of April 2026. Source: CER

Our interviews with stakeholders and analysis of registration data suggest that the ACCU
scheme could conceivably shape the future development of Tasmania’s plantation estate in
one of four directions:

1.

Grow the estate overall and steer investment towards the ‘right’ projects. The best
possible outcome of Tasmanian participation in the ACCU scheme is a plantation
estate large enough, and comprising the right mix of species and management
regimes, to support a vibrant, high-value domestic processing industry that meets
Tasmanian demand for a wide range of timber products. As well as being good for
the local forestry and forest-products industry, this outcome is the one that
sequesters the greatest possible volume of carbon dioxide.

Grow the estate overall but steer investment towards the ‘wrong’ projects. The size
and structure of Tasmania’s plantation estate today has been very heavily influenced
by tax incentives on offer under the Forestry Managed Investment Scheme (MIS)
program. From the mid-1990s to the late-2000s, around 120,000ha of new hardwood
plantation was established under the MIS (more than two-thirds of all current
hardwood plantations by area were planted under the MIS).*°® The legacy of this
scheme was an enormous step change in the overall size of the estate, but also an
industry dominated by short-rotation pulpwood production for which a domestic
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processing industry never materialised. Several proponents and other stakeholders
interviewed for this research expressed concern that the ACCU scheme could be
creating a similar market distortion by incentivising the establishment or continuation
of plantations that either aren’t viable commercial prospects without ACCUs or that
domestic processors won’t have enough capacity to process.

3. Maintain the estate at something like its current size but rebalance species and
management profile. It is possible that rather than influencing the overall size of the
estate, the ACCU scheme may instead reshape its composition. If the scheme
supports plantation owners — in particular those who established hardwood pulpwood
plantations during the MIS era — to recommit to subsequent rotations of a crop more
clearly aligned to market demand and domestic processing capacity, this will be a
good outcome. Some participants interviewed for this project have also suggested
the opposite: that the scheme could drive a shift towards species or management
regimes that optimise ACCU issuance but do not meet the needs of Tasmanian or
Australian timber markets and processors.

4. Pause a continuing decline for projects’ 25-year permanence period. The worst
outcome — both for carbon sequestration and for Tasmania’s forestry industry — would
be if engagement with the ACCU scheme is incentivising proponents to establish,
replant, or maintain projects for the duration of their 25-year permanence obligation
only to convert them to a different land use after that period elapses.

Our analysis of project data from the CER register suggests that, while several new
plantations have been established under the scheme in recent years, ACCUs alone are
unlikely to lead to an increase in the absolute size of the production estate. Since the
introduction of the Plantation Forestry Methodology 2022, around 36,000 hectares of
plantation area have been registered in Tasmania. Of these projects, 4,912ha have been
new plantation establishment and 26,000ha have been avoided conversion (schedule 3) or
conversion from short to long rotation (schedule 2). Schedule 4 projects, which remove an
existing plantation from the production estate by turning it into a permanent forest, have
been established on 1,833ha. This means that the ‘net’ growth in absolute area directly
attributable to ACCUs (i.e., schedule 1 area less schedule 4 area) is just over 10% of the
area registered under schedules 2 and 3. In other words, the clearest way in which ACCUs
are changing the plantation estate is by preventing conversion and shifting management
regimes towards long-rotation harvest cycles.

Method \ Impact on estate size and output Area registered since 2022
Schedule 1 Growing the estate 4,912 ha

Schedule 2 C 12,623 ha

Schedule 3 Maintaining the estate 13.516 ha

Schedule 4 Shrinking the (production) estate 1,833 ha

*Some projects combine two methods on different areas under the same registration, but it is not possible to
determine how much area is allocated to each method using the shapefiles provided by the CER. For those
projects that combine schedules 2 and 3, the total area (549 ha) has been split and allocated equally between
the area values for schedules 2 and 3 in the table (because both schedules maintain the production estate at its
current size). Projects that combine schedules 1 and 2 (608 ha) or 1 and 3 (2,589 ha) have not been included in
the above table but are included in Figure 4. This table and Figure 4 contain up-to-date data for all Tasmanian
projects in the CER ACCU project register as of the 20" of May 2026.

"Note that this table does not include the recently announced Rushy Lagoon pine plantation. It has been
announced that there are plans to plant Radiata Pine seedlings across 9,000 hectares of the farm as part
of an ACCU scheme project (see ABC News: https://www.abc.net.au/news/2026-07-15/new-owner-
rushy-lagoon-reveals-plans-tasmanias-largest-farm/106912164)

20


https://www.abc.net.au/news/2026-07-15/new-owner-rushy-lagoon-reveals-plans-tasmanias-largest-farm/106912164
https://www.abc.net.au/news/2026-07-15/new-owner-rushy-lagoon-reveals-plans-tasmanias-largest-farm/106912164

This means that of the four potential futures identified above, number three (maintaining the
production estate at roughly its current size but changing its structure) would appear at this
stage to be the most likely pathway. If this is the case, the challenge that now confronts
governments and the industry is to ensure that the ACCU scheme is steering growers
towards species and management regimes that are aligned to current and future domestic
processing capacity and market demand.

In the next section, we analyse data from our 22 stakeholder interviews to gain a better
insight into how engagement with the scheme is shaping the local plantation-forestry
industry and how to ensure that ACCUs are supporting land managers to plant the right trees
in the right places for the right reasons.
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5 Insights from interviews

We interviewed 22 stakeholders and project proponents to better understand how
engagement with the ACCU scheme is shaping the future sustainability of Tasmania’s
plantation forest estate." Interviewees also provided valuable insights into some of the
technical, regulatory, and policy challenges limiting engaging with the scheme as well as
opportunities for reform.

Interviewee category™ Number

Carbon market, carbon accounting and climate experts 9
Forestry-related entities 10
Government 2
Independent Forestry Proponents 1
Total 22

The interviews showed that many of the barriers identified in our 2024 workshop remain a
significant challenge for participants. Interviewees emphasised the importance of
maintaining the integrity of the scheme but potentially streamlining or improving various parts
of the process. Many were concerned that the scheme was skewing investment decisions in
a way that resembled the distortions of the MIS, while others viewed the incentives on offer
as “icing on the cake” that would have only a very limited impact on investment decisions.

The themes discussed by interviewees fell mostly into five broad categories:

¢ Influence of ACCU-scheme participation on the future of the forest estate
e Scheme complexity and barriers to innovation

¢ Managing uncertainty and risk for proponents

¢ Estimating carbon sequestration in FullCAM

e Social license, perceptions of scheme integrity, and the MIS legacy

Many of the issues identified by participants would require changes to the ACCU scheme
itself to resolve, but there are opportunities for more tailored and specific state-level
interventions as well. This section reports on the findings of our interviews and, where
relevant, considers how other the issues raised have been dealt with in other jurisdictions.

5.1.1 Influence of ACCU-scheme participation on the future of the forest
estate

Of all the topics covered in interviews for this report, the nature and degree of ACCUs’
influence over the size and structure of Tasmania’s plantation estate elicited the least
divergence of opinion among participants. As noted in the previous section, it seems likely
that the ACCU scheme is driving a shift in the structure of the plantation estate rather than
increasing its overall size. Most participants agreed with this interpretation though some
believed that the rate of new establishment could grow in coming years as ACCU prices rise.

The questions of whether or not the influence of ACCUs was a positive one and of what that
influence would mean for timber markets and the domestic processing industry were more
contentious.

I This research project was approved through the UTAS Human Research Ethics (H0032231).
"\We reached out to the Clean Energy Regulator on several occasions for input but did not hear back.
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‘[the expansion of the number of ACCU projects] will to some extent happen naturally, but
I think it could be expedited if there’s some good proactive policy in place... at a
Tasmanian level... to signal... that [the ACCU market] is actually something that can
coexist alongside the production industry’

These interviews suggest three major risks that confront the industry, investors, and policy
makers as they try to manage this transition over the coming decades:

1. Processing capacity constraint. The first risk participants discussed is that
Tasmania’s processing industry may not be equipped to handle a large volume of
additional softwood sawlogs. Interviewees noted that Tasmania’s major pine
processor, Timberlink, is operating at or near full capacity and sources its sawlogs
from softwood plantations owned by New Forests (which also owns Timberlink).
While there are other softwood processors in Tasmania, such as the CMTP sawmill
at Branxholm, some participants were concerned that local mills may not have the
capacity to process significant growth in the size and output of the softwood estate,
especially in southern Tasmania.

2. Low market price of hardwood sawlogs. Second, and relatedly, current market prices
for plantation-grown hardwood sawlogs may mean that growers who have either
avoided conversion of existing hardwood plantations or converted fibre-managed
ones to longer rotation cycles could struggle to realise a commercial return at
harvest.

3. Lack of certainty for long-term investment. Both of these risks could be significantly
alleviated by investment in a larger and more diverse high-value domestic processing
and timber-product manufacturing facilities. However, the third risk participants
discussed is that the standard 25-year permanence obligation used in schedule 1, 2,
and 3 projects could be too short to provide the long-term certainty that major
investment in processing would require. If an increase in plantation establishment
was not met with investment in additional processing capacity, these participants
feared that the stranded-asset risks of the MIS era could be repeated. Several
interviewees framed this issue as a ‘chicken-and-egg’ dilemma in which new
processing investment would require greater certainty of supply, while new supply
would require more investment in processing capacity.

5.1.2 Scheme complexity and barriers to innovation

‘People who might be considering or want to participate in the ACCU scheme often don’t
know where to go or how to begin.’

Both the 2024 workshop and our subsequent interviews highlighted that the complexity of
the ACCU scheme and the difficulty navigating the application process are major barriers to
developing new forest-based sequestration projects. There are a number of steps required
before the application can even be assessed, let alone generate ACCUs (see infographic
below). Several workshop and interview participants mentioned the difficulties faced by first-
time proponents, particularly farmers and other smaller land managers without direct forestry
expertise, who lack direct familiarity with the scheme or with carbon accounting concepts
and tools.

‘Education and advocacy, like the work that PFT does, is valuable and important to help
demystify the scheme - particularly for smaller landowners.’
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ACCU Project Application Process
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Figure 5: ACCU Project Application Process, information from the CER Website
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Some of these issues can be overcome by using consultants to help develop and register
projects, but participants reported that significant commissions (up to 30% in some cases)
made this option unviable for smaller or more marginal projects. This challenge highlights
the need for tailored resources to build awareness and literacy. Some laudable initiatives
and resources are already in development (see textbox below), but data from our interviews
suggest that trusted, neutral information and support to help participants understand the
costs, benefits, and risks of carbon-forestry projects are still sorely needed.

Carbon 1014

Private Forests Tasmania (PFT) is developing a ‘Carbon 101’ program which will provide
information to farmers and growers to help assist them in engaging with the ACCU
scheme. Responses from stakeholders were positive about the impact this will have in
Tasmania. They highlighted the importance of a program that is ‘on the ground’ with
stakeholders, to answer questions and explain things — although they noted that much
more could still be done to improve education on the ACCU scheme.

The second major challenge participants face is that plantation forestry ACCU-scheme
projects must fit within one of four restrictive, tightly proscribed schedules. Projects
established under each schedule must follow strict species and management rules that
conform to existing ‘event types’ in FUllCAM. The result is that participants cannot
experiment with novel management or silvicultural regimes, species, product uses, or
harvest rotations. ACCU-scheme plantation projects are therefore ‘locked in’ to a set of
activities for which existing empirical evidence and parameters are available in the
Commonwealth’s sequestration-modelling software. In other words, scope for innovation is
very limited.

Interviewees acknowledged the challenging balance that regulators and the government
must maintain between a scheme that is accessible, streamlined, and flexible while at the
same time preserving rigour and integrity. However, many stressed that the structure and
requirements of the four 2022 methodology determination schedules may be stifling the kind
of innovation that could allow participants to shift towards higher-value outputs. Perhaps the
clearest example of this problem is the much-discussed mischaracterisation of the harvest of
Tasmanian E. nitens sawlog plantations as pulpwood. Financial research from Indufor
demonstrates that recognising the higher sequestration value of such plantations in Full CAM
offers one of the most promising short-term opportunities for unlocking more plantation
sawlog supply in Tasmania.*’

‘The integrity of the scheme is paramount. .... There are people like us who are
advocating for simpler rules and more streamlined processes. But at the same time, we
don’t want them to go that far that the integrity of the scheme becomes questionable,
because then there is no scheme once it loses its integrity.’

Under Canada’s emissions trading system, this type of challenge is partly overcome by the
use of a smaller number of simpler, broader methods under which a greater diversity of
activities can be credited. Canada’s national scheme comprises just three methods (the
Federal Offset Protocols) under which projects can proceed. In addition, they provide
documents and other resources designed to explain the process of creating a carbon offset
project.*2
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Some proponents felt that a smaller number of methods that encompass broader activities
would pose some integrity concerns due to the difficulty of providing the scientific rigor, and
meeting all the components of the offset integrity standard. Others also worried that this
would further increase the time it can take to have a project approved, citing the Vera and
Gold Standard voluntary credit schemes. Projects under these schemes can take up to two
years to be approved. Instead, most participants thought the focus should remain on
education and improving resources available to proponents.

Finally, and although the detailed methodological guidelines have not yet been published at
the time of writing, it is noteworthy that the proposed Integrated Farm and Land
Management methodology (IFLM) will include a hybrid-estimation approach incorporating
both FullCAM estimates and direct measurement. Augmenting FullCAM outputs with direct
measurement could also offer a way to improve the accuracy of abatement estimates in
projects for which existing FUlCAM parameters are inadequate.

The Superpower Institute have proposed a methodology that would accomplish a similar
outcome titled ‘Comprehensive Carbon Accounting (CCA) Method’.*® It was flagged by the
regulator as having support for development in future rounds following amendments, with
very good alignment but requiring further work or supporting evidence. The CCA method
would focuses on directly measuring carbon stocks, rather than modelling the likely impact of
specific prescribed activities. As a result, proponents could utilise innovative silvicultural or
management methods and be rewarded for so doing with a corresponding uplift in ACCU
issuance. This would naturally entail a higher level of risk for proponents but would
incentivise those with a higher risk appetite to experiment.

Canada’s Greenhouse Gas Offset Credit System

The three broad methods that offset projects can be credited under are:

o Landfill Methane Recovery and Destruction, this covers projects that actively
recover and destroy landfill gas, in eligible destruction devices — such as an energy
generator.

e Reducing Greenhouse Gas Emissions from Refrigeration Systems, this involves
retrofitting or installing new refrigeration systems that no longer use the listed
harmful gases which can have unavoidable leaks.

e Improved Forest Land Management on Private Land, incentivises forest
management activities that go beyond business-as-usual management — including
reducing harvest, thinning, increasing rotation ages, and reducing competing
brush.

The use of a smaller number of methods simplifies the application and eligibility process
and provides greater flexibility for potential proponents to pursue novel approaches.
Indeed, rather than prescribe specific activities that projects must undertake, the Improved
Forest Land Management on Private Land protocol instead lists ineligible one. Guidance
for scheme participants in the Compendium of Federal Offset Protocols reads: “Any forest
management activity that enhances carbon stocks within the project site relative to the
baseline scenario is an eligible project activity under this protocol, except those outlined in
Section 4.3."4

The Canadian system also provides specific documents designed to explain the process
of creating a carbon offset project. These are intended to encourage Indigenous
engagement specifically but are available for general public access.*® These resources
include:
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e The Greenhouse Gas Offset Toolkit, which contains fact sheets and other
reference materials explaining carbon markets, different considerations for the
development of projects and how to implement them, as well as how to plan a
project within the credit system.

o Workshops and information sessions — both virtually and in person, which provide
information and details on the Canadian offset system.

5.1.3 Managing uncertainty and risk for proponents

Like all investments, ACCU-scheme projects inevitably entail a degree of risk. Plantations
are expensive to establish and manage, and will not realise a full return for decades. During
this time, markets for wood products will change, processors might shut their doors, and
trees may be damaged or destroyed by pests, diseases, or fire.

‘Landowners can only [begin or continue a plantation] knowing the current environmental
conditions they have to play with.... The [uncertainty] is a tricky one to manage.’

The uncertainty of managing plantations themselves is unavoidable, but many participants

noted that the process of registering and participating in ACCU projects adds a further layer
of risk that could be mitigated by changes to the design of the scheme. Two specific issues
were raised several times by a considerable number of interviewees.

The first of these is the timeframe for assessing applications. The CER is bound by a
legislative requirement to process ACCU-scheme applications within 90 days, and while the
average processing time is around 30 business days," several participants described long
delays with significant financial implications. In part, this is because the 90-day timeframe
resets if the CER requests any further information or clarification, regardless of how minor
the required amendment might be. As a result, some projects participants described in
interviews had taken more than a year to receive final approval. Given that additionality
requirements prevent participants from commencing any plantation activities before their
projects is approved by the CER, this process can cause significant delays with major
financial consequences.

The second issue participants face is that decisions about eligibility are not binding on the
CER after they have been made. As a result, participants who have registered a project with
the CER may discover that it is ineligible only after engaging an auditor and submitting an
offset report, which can occur as late as five years into the crediting period. Given the
complexity of preparing and submitting an ACCU-scheme application, it is very common for
scheme participants to make adjustments to their original abatement estimates after
receiving their first audit. In a small number of cases, projects have been found by auditors
to be either ineligible or so compromised as to be unviable years after being approved by the
CER.

‘We had contacted [the Clean Energy Regulator] to understand if our [activity] would be
able to be approved as an ACCU project or if it falls outside of the scheme and they said
we can put a proposal to them.’

v This is the average time for all ACCU methodologies, not just plantation-forest projects, see
https://cer.gov.au/schemes/australian-carbon-credit-unit-scheme/how-to-participate-accu-
scheme/apply-to-participate-accu-scheme/processing-times.
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New Zealand has addressed this problem by creating a binding ‘emissions ruling’ system
from which prospective proponents can seek advice. The ruling can be used to gain reliable
information about how different rules apply, or if land is eligible for a project under the
Emissions Trading Scheme. Once a ruling is given, it remains enforceable only for the land
and person who requested it. There are fees associated with accessing a binding emissions
rule, and the regulator recommends contacting a lawyer or forestry advisor to help draft
questions as the regulator is limited to answering only the specific question asked of them.
However, this system provides a level of certainty that proponents will be able to recoup any
initial start-up or registration costs.*®

Participants in our 2024 workshop and interviews felt that a similar binding emissions ruling
scheme could work here and be based on a model like the Australian Tax Office’s private
rulings.*’

The New Zealand Emissions Trading Scheme (NZ ETS)

The New Zealand Emissions Trading Scheme (NZ ETS) is unique in that forestry has
been incorporated in the scheme since its inception in 2008.48

Under the scheme, forests can either be classified as pre-1990 forest (in which case, it
cannot be removed without offsets), or post-1989 forest land (which can be used for
permanent or standard carbon offset projects).*® There are currently 13,158 participants,
with a total of 1,999,504 hectares, in the ETS.%°

The New Zealand Government emphasize the need for an ‘eyes wide open’ approach.
This is exhibited throughout the website, which contains several pages that outline
different considerations for participating in the scheme. Whilst they do recommend
seeking expert advice, they also provide an email and a hotline for proponents to have
their questions or queries answered. The website allows proponents to keep up to date on
any forest-related changes to the scheme through the Forestry ETS Alert.

The New Zealand scheme has a minimum requirement that forest land must cover at least
1 hectare in area. However, even if they meet this requirement but are still a small area,
the scheme itself notes that the costs of participation may outweigh the benefits of
receiving units.

Finally, some other emissions trading schemes contain protections for other kinds of risk and
uncertainty that could help protect ACCU-scheme participants from unforeseen natural
disaster losses or damage from pests and disease.

Under the ACCU scheme, if a natural disturbance (such as a bushfire, flood, or pest)
damages a forest and reduces the amount of carbon stored, proponents are liable for
repaying any ACCUs lost. Participants in both our 2024 workshop and subsequent
interviews stated that they deliberately retained ACCUs from projects to hedge against
bushfire risk, as insurance was often too expensive. In many cases, participants also noted
that the biggest risks to their plantation investments were beyond their control to manage.
For instance, several noted that land management practices of neighbouring communities or
proprieties compound their own risk of natural disturbances, especially fire. Where
plantations border unmanaged forest, for example, there is little proponents can do to protect
themselves the elevated fire risk that results.

If a reversal event (defined as when stored carbon from a project is released back into the
atmosphere) occurs — which could include a natural disaster but also poor management
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practices or livestock grazing, proponents may be required to relinquish ACCUs if they are
judged not to have taken reasonable steps to prevent the reversal.’

The New Zealand government handles natural events differently depending on whether the
land is temporarily or permanently damaged and whether or not a forest cannot be
reestablished:

o Ifitis permanently damaged by a natural event (such as a river changing course), it
is removed from the scheme and the proponent is not required to repay credits
already issued.

e If a natural disaster occurs that damages forest land, and the damage fells, burns,
kills, uproots, or destroys the forest, the forest is treated as being cleared in the NZ
ETS (without requiring the proponent to repay credits).

o If land is temporarily damaged from natural or accidental events, proponents can
apply to pause carbon accounting (known as ‘temporary adverse event suspension’).
If approved, the proponent will not be required to pay back units for the damage if it is
replanted.

Western Australia’s ‘ACCU Plus’ Program

The ACCU Plus Program began in July 2021, with three rounds of fundings occurring in
January and September 2022, and December 2024.%" The third round of funding will “see
$3.2 million allocated to support 6 reforestation and 2 soil carbon projects spanning more
than 7,300 hectares. These projects are set to remove a projected 395,000 tonnes of
carbon dioxide from the atmosphere over the next 25 years”.%?

By helping with the upfront costs, this program aims to help improve the uptake of carbon
farming projects, whilst delivering co-benefits that may be otherwise lost or discouraged
by policies, and enhancing the long-term productivity of agriculture.®

The Program can only be utilised by proponents if they fall under one of the four approved
ACCU scheme methods:

Vegetation
1. Reforestation by environmental or mallee plantings — Full CAM
2. Measurement based methods for new farm forestry plantations

Plantation Forestry — Schedule 1 (establishing a new plantation)

4. Estimating soil organic carbon sequestration using measurement and models
method

If participants wish to take part in the ACCU Plus scheme, they must assist with the
upfront costs of a minimum of 30% cash contribution over the lifetime of the agreement.

In conjunction with this program, the WA government also provides support through the
Carbon for Farmers Voucher Program. This enables proponents to seek professional

¥ The full and complete requirements can be found on the Clean Energy Regulators Website at:
https://cer.gov.au/schemes/australian-carbon-credit-unit-scheme/how-to-participate-accu-
scheme/permanence-obligations
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advice for developing carbon farming plans for these projects. While this is innovative, it
remains a small-scale program.

5.1.4 Estimating carbon sequestration in FullCAM

Forest-based carbon projects registered under the ACCU scheme are required to use
FullCAM, the Commonwealth’s abatement modelling software, to calculate the amount of
carbon their projects sequester.

FullCAM - the ‘Full Carbon Accounting Model — is a landscape carbon accounting model
developed for the Australian Government that simulates carbon-stock change over time
across forests, plantations, soils and harvested wood products under different land-use and
management scenarios. It combines information on climate, soils, vegetation growth,
disturbance events, and management activities with biological and carbon-cycle equations to
estimate movements of carbon between the atmosphere and terrestrial ecosystems over
periods ranging from years to decades. As well as ACCU-scheme projects, FUllCAM is used
to prepare land-sector carbon stock estimates for Australia’s national and state greenhouse
gas accounts.

FullCAM is generally considered to be a sophisticated and effective tool for carbon modelling
whose carbon-stock estimates perform favourability against other models and direct
measurement in comparative studies.® Nevertheless, it is not perfect and its use in the
ACCU scheme is not without shortcomings. Participants in interviews raised several specific
challenges with FUllCAM and its suitability for ACCU-scheme projects.

The first and most frequently cited issue is that FullCAM growth parameters and usage
assumptions for some Tasmanian plantation types and products are inaccurate or
insufficiently nuanced. In particular, hardwood sawlogs grown in Tasmania of E. nitens and
E. globulus are treated in FullCAM as export pulplogs, resulting in a significant
underestimation of their lifespan and sequestration as harvested wood products regardless
of whether the sawlogs are exported or used for longer term products like housing.*® As a
result, Tasmanian hardwood sawlog projects receive fewer ACCUs than mainland
participants undertaking the same activity.

‘[The assumption that all hardwood logs will be used for pulp] doesn’t necessarily [change]
the total area that would be put into long rotation under the ACCU scheme. It would just
change the mix between hardwood and softwood. ... Which would help with some of the
challenges [around the availability of processing] when it comes onto the market in 20
years.’

Throughout the workshop and interviews, several participants also raised concerns about
the use of the new version of FUllCAM (2024) and the differences to the 2016 version that is
currently being used. It is unclear whether current projects will be ‘grandfathered’ and still
able to base their credits on the same version of FullCAM under which they were registered.
Many participants believed that changes in the new edition would reduce their credits — with
one participant stating that it would reduce their total issuance by 25%. However, others said
that planned projects had been put on hold in the belief that the new version of FUullCAM
(2024) would increase the credits they receive.

All agreed that the updates themselves were valuable and that the importance of credible
sequestration modelling based on the best and most up-to-date information was paramount.
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Nevertheless, the lack of predictability could pose significant and even fatal challenges for
some projects. For example, major changes to expected ACCU issuance in schedule 3
(avoided conversion) could see projects fall short of financial viability requirements and be
rendered ineligible under the scheme’s additionality rules.

Finally, some suggested that using the Tasmanian Light Detection and Ranging (LiDAR)
technology to measure carbon could be a beneficial augmentation of Full CAM-only
modelling approaches.

California’s Compliance Offset Program provides a practical reference model for
addressing verification consistency auditor capacity.

California’s Compliance Offset Program

California’s Compliance Offset Program® has been in operation since 2012 as a key
component of the state’s Cap-and-Trade Program.®” The program is administered by the
California Air Resources Board (CARB) and facilitates the issuance of offset credit’s to
eligible projects across six approved protocols - including U.S. forest projects, urban forest
projects, livestock, ozone-depleting substances, mine methane capture and rice
cultivation.

Since 2012, the program has issued more than 267 million offset credits, of which about
81% are forest-based project - highlighting the central role of land-sector activities. Forest
projects also contribute 17%-19% of issued credits to a central Forest Buffer Account
managed by CARB to cover natural disturbances.

A key strength of the California model is its clear institutional separation of roles to ensure
accountability and integrity:

o Regulator: CARB approves protocols, accredits verifiers and issues final credits.

o Registries: The three independent registries (Climate Action Reserve, American
Carbon Registry and Verra) administer project listing, monitoring, reporting, and
credit issuance.

o Verifiers: CARB-accredited, independent entities are responsible for project
assessment, subject to formal conflict-of-interest requirements and Registry
oversight.

Key features of the program:

e Robust verifier accreditation: verifiers are required to complete CARB-approved
training, pass protocol-specific exams, and demonstrate compliance with
established education, professional experience, and organisational capacity
standards.

e High transparency and market confidence: CARB maintains and publishes a
comprehensive register of accredited verifiers and verification bodies. This register
includes key information such as contact details and the executive orders granting
accreditation, providing project proponents and other stakeholders with clear
visibility of qualified entities authorised to undertake project verification.

California’s Compliance Offset Program demonstrates how structured accreditation,
transparent verifier markets, and clear institutional roles can reduce verification
constraints, improve consistency and ease auditor capacity constraints.
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5.1.5 Social license, perceptions of scheme integrity, and the MIS legacy

Tasmania’s forestry industry has been a subject of longstanding debate and disagreement in
the community. This is also true of the rest of the country, but the historically larger size and
output of the industry in Tasmania has meant that debate has been particularly divisive and
polarising here. ®® It is unsurprising, therefore, that interview participants were very sensitive
to social license concerns regarding forestry in general as well as to specific criticisms of
carbon offsets and markets (including the ACCU scheme and the Commonwealth’s Climate
Active certification scheme).

‘I think the Australian scheme ... gets so much criticism, that [the Clean Energy Regulator]
sort of want all the checks and balances which they’ve currently got in place. They're
taking a very risk-averse approach.’

Another very common refrain in interviews was concern that the ACCU scheme might repeat
the mistakes of the MIS era. Interview responses surrounding the validity of these concerns
were mixed. Some felt that due to the relatively marginal impact of ACCUs on overall project
viability, participants would be guided more by processing and timber product market
considerations than by the incentives on offer. Others expressed concern that some projects
(especially under schedules 2 and 3) were too heavily influenced by incentives on offer and
could be at risk of becoming stranded assets if domestic processing capacity and market
demand were not sufficient to realise a suitable price at harvest.

‘From a forester’s perspective, and a forester that went through the MIS scheme, | see
carbon credits as an MIS 2.0. There's a lot of people that see it as quick money, especially
if they can also get the [Federal Government’s Support Plantation Establishment Program]
grant’
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6 Opportunities for Reform

The interviews, data analysis, and jurisdictional review conducted for this project have
highlighted several opportunities for improvement of the ACCU scheme, as well as some
specific state-level interventions that could help improve outcomes in Tasmania.

One of the most consistent themes to arise in interviews, however, was the idea that the
mode, speed, and communication of reform was as important as its substance, if not more
so. Participants almost universally expressed wariness about changing scheme rules too
much or too quickly out of concern that perhaps the scheme’s most valuable — and most
vulnerable — asset is its perceived credibility. Any reforms must very carefully balance the
important and worthwhile objective of increasing participation against the imperatives of
integrity and independence.

For this reason, any changes to improve the effectiveness and accessibility of the scheme
should combine incremental adjustment of existing rules and methodologies with an
expanded range of external supports for current or prospective participants. Where more
significant changes are required, the proponent-led method development process and ERAC
sunsetting and review provisions allow lessons from past experience to be incorporated over
time into new methods or periodic updates to existing ones. Crucially, these processes allow
any proposed changes to be subjected to the rigour and transparency of an exhaustive
process of public consultation and stakeholder engagement. It will be important that any
changes are grandfathered as not to affect the viability of existing projects and cause
concerns about the stability of the scheme for proponents.

A range of both short- and long-term options for growing participation and sequestration that
help to address the concerns raised in interviews are presented below.

6.1 Influence of ACCU-scheme participation on the future of the forest
estate

The ACCU scheme is undoubtedly beginning to reshape the structure and management of
Tasmania’s plantation estate. Ensuring that this influence drives change in a direction that
meets domestic timber product demand and supports investment in an innovative, high-
value local processing industry is essential to prevent a repeat of the distortions of the MIS
era. Reforms to ensure that ACCU-scheme projects are aligned to timber-product market
demand and will be accompanied by processing investment should focus on encouraging
proponent innovation and providing more long-term certainty of supply.

Opportunities for reform

Consider the The idea of adding an alternative to the 25- and 100-year
introduction of an permanence obligations currently available to scheme participants
intermediate has been discussed elsewhere as a way to improve assurance of
permanence sequestration in method types (like forest-based ones) whose
obligation sequestration or abatement activities operate over long timescales.%°

An additional challenge specific to plantations is that a 25-year
permanence period would expire before harvest for many registered
projects, which means that it provides no guarantee of a second
rotation. While this is not the case for all proponents, creating an
additional permanence period may incentivise ongoing
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sequestration and plantation activities for some who are not
primarily in the forestry sector.

Introducing a permanence period of 40 years or more, along with a
correspondingly smaller discount, may improve the likelihood of
replanting for subsequent rotations and thereby provide greater
certainty of supply for processing investment. However, this would
require changes to the Carbon Credits (Carbon Farming Initiative)
Act 2011 (CFI Act) Cth and could have unintended consequences
for investor confidence. Further research investigating the likely
costs and benefits of an additional permanence obligation would be
required to determine whether such a change would be
worthwhile.®°

Several participants interviewed for this project noted that the
inflexible ‘event-based’ structure of FUllCAM limited their ability to
experiment with different silvicultural regimes or new species.
Providing the ability for participants incorporate direct measurement,
including via technological advancements like Tasmania’s LiDAR
‘Digital Twin’ would provide greater scope for innovation at relatively
low risk to the scheme.®"

Allowing multiple sequestration activities — for example, plantation
forestry and soil-carbon sequestration — to generate ACCUs under a
single project registration would reduce cost and administrative
complexity while promoting additional sequestration currently
foregone due to restrictions on method stacking.

The proposed Integrated Farm and Land Management method is
intended to enable proponents to undertake more than one activity
within the same Carbon Estimation Area (CEA), but no timeline has
yet been provided for the inclusion of for-harvest forestry activities
as a module (as this would rely on the proponent-led method
development).®? Doing so would not only unlock greater
sequestration but could also increase the area of the plantation
estate but unlocking the economic viability of increased plantation
activity on smaller, mixed-used landholdings like farms.

FullCAM’s product-use assumptions mischaracterise Tasmanian
plantation hardwood sawlogs as pulpwood, leading to a significant
underestimation of their sequestration. As a result, Tasmanian
hardwood sawlog projects receive fewer ACCUs than mainland
participants undertaking the same activity.

Adopting a ‘nearest-neighbour’ approach to classifying Tasmanian
plantation sawlog output based on parameters applied in similar
Victorian plantations would more accurately credit sawlog
plantations and, more importantly, incentivise managing for a higher-
value output with a better and longer-term sequestration outcome.
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6.2 Addressing scheme complexity and managing risk for proponents

Engaging with the ACCU scheme is complex and requires either considerable prior
knowledge or external support. Some of this complexity can be overcome via changes to
CER processes or scheme rules, but much of it is unavoidable. For this reason, the focus
should be on helping participants access support and information and providing on-the-
ground assistance for people who would like to engage with the scheme but don’t know
where to start. Changes to the scheme itself should target improvements in CER processes
for review, accountability, and determining eligibility.

In addition to the challenge of navigating complex scheme processes, plantation projects
face significant risk from natural disturbances, evolution in wood-product markets, ACCU-
price volatility, policy decisions, and changes in domestic processor capacity — not to
mention climate change itself. Uncertainty and risk are of course par for the course with any
investment, and plantations are no different. However, if the Commonwealth believes that
sequestering carbon dioxide is an important policy goal, one way to further incentivise
landholders to do so would be to help share some more of this risk.

In particular, it is reasonable that government could support greater investment in forest-
carbon projects by helping proponents manage natural disturbance risk and by protecting
them from the adverse impact of changes to the Commonwealth’s own emissions-modelling
software.

Opportunities for reform

Establish a Tasmanians looking to register a land-sector ACCU project can
Tasmanian apply for financial support under the Carbon Farming Advice Rebate
carbon-farming Pilot Program to access support from an approved adviser.®® In

extension service some other jurisdictions, however, state governments provide an on-
the-ground extension service. Victoria’s Carbon Farming Outreach
Program, for example, provides independent and neutral advice to
help farmers and landholders understand carbon farming
opportunities, emissions management and participation in carbon
markets. Through a network of regional advisers, workshops, field
days and one-on-one support, the program assists landholders to
assess whether ACCU projects are suitable for their sites and
businesses and to understand the work, risks, and opportunities
involved.®*

In Tasmania, PFT’s ‘Carbon 101’ program will help increase
awareness and understanding of the application, compliance, and
management requirements of forest-carbon projects.®®

Introduce a The ACCU scheme does not currently offer any reliable way for
binding pre- proponents to gauge with certainty that a project is eligible other
application than to prepare and submit a full project-registration application.
eligibility ruling This means that participants who may have a minor question about
mechanism whether the ACCU scheme and methodology apply in a specific

instance are required to go through this costly and time-intensive
process before they receive an answer.

35



Even after a project is registered, the CER does not appear to bear
any legal responsibility if, for example, an audit later determines that
it should not have been deemed eligible in the first instance.

Adopting a system modelled on New Zealand's 'emissions ruling'
process would provide proponents with an enforceable upfront
determination, reducing early-stage investment risk.®®

Provide Changes in modelled sequestration outcomes between different
grandfathering versions of FullCAM present a very challenging policy problem. On
certainty for the one hand, ensuring that estimates of sequestration are as
major FullCAM accurate as possible is essential to the credibility and integrity of the
changes scheme. On the other, major unexpected changes to a plantation’s

likely sequestration can seriously undermine the financial viability
and, for some schedules, even the eligibility of an ACCU project.

Given the risk posed by FullCAM changes to future investment and
the viability of current projects, we believe that projects should be
allowed to continue using the version of FUllCAM current at the time
they were registered. Where doing so creates potential for over- or
under-crediting, the scheme-level impact ought to be small enough
to be managed by the 5% natural-disturbance buffer and therefore
needn’t undermine the scheme’s integrity.

6.3 Improve co-ordination and alignment between carbon policy and
other land use objectives

One of the ACCU scheme’s biggest policy problems is a lack of strategic alignment between
different parts of the forestry and forest-products policy landscape. State and commonwealth
programs aiming to incentivise carbon sequestration, conserve biodiversity, encourage
forest-products innovation, and manage land-use competition do not work together as
effectively as they could. In some cases, they directly contradict each other. Minimising
conflict or inconsistency between different and policy initiatives would provide clarity for
landholders and avoid outcomes that advance one strategic aim at the cost of others.

As we argued in our previous report, Schedule 4 plantation methodology projects clearly
exemplify the scope and consequences of this misalignment. Converting a monoculture
plantation of a non-native species into a permanent forest does avoid some carbon
emissions. However, it also removes a potential source of timber supply, prevents land being
put to a more productive use, and locks in a poor biodiversity outcome, usually for a period
of 100 years. More concerning still is the fact that proponents could choose a 25-year
permanence obligation, after which time there is nothing to stop them harvesting the trees
anyway and generating more ACCUs than they would have under schedule 2 or 3.9’

A more comprehensive, systematic view of the potential economic and ecosystem-services
value of different land uses in situations like this would recognise that this modest carbon
sequestration is far outweighed by its deleterious impact on a vast array of governments’
other stated policy and strategic priorities.
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Schedule 4 may be a particularly stark example of this policy misalignment, but it is far from
the only one. Moving towards a more unified, aligned framework for maximising the carbon,
biodiversity, and production potential of forested land will require significant changes to the
structure of and interactions between carbon markets, biodiversity and nature-repair
markets, and strategic land-use planning at all levels of government. In the shorter term,
however, there are more modest and incremental options available to states and the
Commonwealth to help minimise policy conflict and prioritise sustainable, efficient land use.

Provide
additional
support to
projects with
demonstrated
environmental or
social co-benefit

Develop a small-
proponent
aggregation
model

Opportunities for reform

The Tasmanian or Commonwealth Governments should consider
creating a co-investment program that provides upfront financial
support for projects that deliver co-benefits for biodiversity, soil
health, water management, farm productivity, or Aboriginal economic
participation in exchange for a share of future ACCUs.%8

Such a program could be modelled on the Queensland
Government’s Land Restoration Fund or the Western Australian
‘ACCU Plus’ program.®®

A national aggregation framework would allow multiple small
landholders to pool their properties under a single project
registration, sharing audit, reporting and compliance costs across
participants. This would reduce the per-landholder cost burden,
lower the effective minimum project size, and open carbon-market
participation to properties currently too small to participate
independently. There are models for this (including the use of a
third-party aggregator) and it is technically feasible under the ACCU
scheme. However, this can be difficult in practice, raising questions
about how it should function — including how the aggregator should
distribute ACCUs to the landowners.

An example is the Climate Action Reserve (USA) Forest Protocol
Aggregation which encourages greater participation in its carbon
credit program through aggregation of smaller forest projects— the
goal is to alleviate transaction costs for individual landowners while
upholding the Reserve's standards for quantification certainty and
integrity.”®
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