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Carbon Farming Basics 

The Carbon Farming Initiative (CFI) is designed to 

provide incentives for farmers, land managers, 

indigenous land owners and landfill operators to 

reduce the amount of greenhouse gas that enters the 

atmosphere by changing their land management 

practices.  

Drivers - Australian Clean Energy Legislation 

Australia has committed to a 5% reduction in emissions from 2000 levels by 2020 under the 

Clean Energy Legislation. The policy: 

 Implements the Carbon Pricing Mechanism (CPM), and links the carbon price to the 

CFI 

 Excludes emissions from agriculture, the land sector, and the combustion of biomass, 

biofuels and biogas from the mechanism 

 Applies an effective carbon price to transport fuels used in rail, shipping and aviation 

(fuels used by motorists and in light commercial vehicles are excluded), to off-road 

use of transport fuels by businesses (other than in the agricultural, forestry and fishery 

industries) 

 Provides a refundable tax offset for conservation tillage equipment. 

The main greenhouse gases related to agriculture that are targeted under the CFI are: 

 Carbon dioxide 

 Methane 

 Nitrous oxide 

Carbon credits can be generated by two means: 

1. Storing carbon in vegetation and soils, for example, planting unproductive land back 

to trees (bio-sequestration), 

2. Reducing emissions from agriculture and land use, for example by capturing the 

methane generated from a piggery (emission reduction). 

Australian Carbon Credit Units 

Under the CFI the carbon credits produced are called Australian Carbon Credit Units 

(ACCU’s) and will represent one tonne of carbon dioxide equivalent. In other words, for 

every tonne of greenhouse gas that is reduced or stored in the landscape, the project will earn 

an ACCU. These units will be able to be traded on domestic and international compliance and 

voluntary markets depending on the type of project that generated them. 

Methodologies 

In order to generate carbon credits each carbon farming project must have an approved 

methodology applied to it. Methodologies outline: 
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 A description of the proposed activity 

 Procedures to determine baseline emissions 

 Procedures for identifying and estimating leakage 

 Procedures for estimating or measuring amount of carbon stored or reduced relative to 

baseline 

 Project monitoring. 

Methodologies are being developed by the Department of Climate Change and private 

entities such as fertiliser companies.  

Currently three methodologies are approved under the CFI, these are: 

 Environmental plantings 

 Capture and combustion of land-filled gas 

 Destruction of methane generated from manure in piggeries. 

Other methodologies are currently being developed. Fertiliser management to reduce 

methane emissions or manipulating gut flora to reduce livestock emissions are just a couple 

of examples.  

CFI methodologies must be approved by the Domestic Offsets Integrity Committee (DOIC) 

and must credit all sources of emissions and sinks within the project boundaries. This means 

that emissions created by increased fuel or electricity use in carrying out a project will reduce 

the number of ACCUs that can be issued in relation to the project.  

Positive/Negative List 

The CFI has a positive list; this list outlines activities that are automatically considered 

eligible under the scheme and ensures that offsets produced under the scheme are genuine. 

The negative list lists activities that will be considered ineligible if they are considered to 

have an adverse impact on: 

 The availability of water  

 The conservation of biodiversity  

 Employment  

 The local community, and  

 Land access for agricultural production. 

Integrity Principals 

All methodologies must comply with a set of rules called “integrity principals” which ensure 

that projects must be: 

 Measurable – there has to be systems in place for measurement of abatement 

 Conservative - don’t over-estimate, assume all projects will be independently verified 

 Based on peer reviewed science - evidence must be validated independently 

 Internationally consistent – in line with National Greenhouse Accounts and the UN 

Framework on Climate Change 
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 Avoidance of leakage - ensure emissions don’t occur outside your project boundary as 

a result of your project 

 Permanent – only for bio-sequestration projects and 100 years 

 Additional - additional to business as usual. 

Kyoto and Non Kyoto Credits 

There are two types of credits generated under the CFI. Non Kyoto credits are from projects 

that don’t meet the requirements of the Kyoto Protocol such as adding biochar to soils and 

feral animal management. These credits will not be able to be traded on compliance markets 

and will generally have a lower value than genuine CFI Kyoto compliant credits. 

Kyoto compliant CFI credits, produced from projects such as reforestation and reduced 

enteric fermentation in livestock will have a higher value and can be traded on international 

compliance markets as well as on domestic and international voluntary markets. These 

credits can also be used to meet Australia’s targets under the Kyoto Protocol. 

Project Development 

The CFI is a voluntary program; you don’t have to participate however, if you wish to 

become involved there are several steps you must take to ensure that you and your project are 

registered and that you are aware of the risks involved. 

To develop a carbon offset project under the CFI, projects must be: 

 Carried out in Australia 

 Carried out by a recognised offset entity 

 Be covered by an approved methodology 

 Pass the additionality test 

Steps to participation 

There are several steps to follow to participate in the CFI outlined in the diagram below:   
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Risks and Obligations 

Risk of reversal buffer - For biosequestration projects only, the government will take a 

proportion (5%) of the ACCU’s generated from the project to cover losses of carbon where 

those losses are beyond the control of the project proponent such as a fire or drought. 

Relinquishing carbon credits - Project proponents will be required to relinquish credits in the 

occurrence of certain events such as: 

 Voluntary termination of a project 

 Cancellation of project by administrator 

 Credits issued as a result of false information 

When selling a farm with a carbon credit project attached to the title there are two options: 

 Transfer the project to the buyer and they become the new proponent, accepting risk 

and responsibility 

 Terminate the project and relinquish credits 

Carbon Maintenance Obligation 

May be applied to the project by the CFI Administrator and ensures that project proponents: 

 Not engage in activities that reduce carbon levels and; 

 In the event of reduction in carbon storage, project proponents must take reasonable 

steps to ensure that carbon levels are brought back to original levels 

Carbon Pricing 

The CFI will start on 1 July 2012 and have a fixed price of $23/ACCU, it will move to a 

market price in 2015. During this time Australian businesses will be obligated to buy 5% of 

their carbon liability from the CFI and purchase emission units (carbon tax) on the remaining 

95%. 

From 2015 the price will be determined by the market however the Government will set a 

floor price of: 

 2015-16 - $15 

 2016-17 - $16 

 2017-18 – $17.05 and a price ceiling of $20 above the international price. 

From 2015 - 2020 Australian businesses will be obligated to buy half their liability 

domestically.  
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Ways to participate 

There are basically three ways for farmers to participate in the CFI 

 

 

 

Conclusion 

The Carbon Farming Initiative is a complex piece of legislation. Project proponents and 

landholders should be aware of the risks and obligations under the legislation before they 

enter into any legal binding arrangements. That said, the CFI does offer an opportunity to 

earn revenue by changing land management practices that are positive for the environment.  
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