





Post-1989 forests in the NZETS (%,

< All can receive credits and associated liabilities (applies to
carbon stock changes from 1 January 2008 onwards).
Participation is voluntary

 Either forest or landowner can join — both must agree
» Have until 2012 to decide whether to join
» Forest owners will receive NZUs convertible to Kyoto Units

* Reporting must be at the end of 2012 — can be more
frequent.

 Liabilities:
— All costs and risks will rest with forest owners who join ETS

— Obligations and future liabilities run with the land and bind
future owners

— Liabilities cannot be larger than credits for an area of forest

Example of post 1989 forest: @
Single Stand —

Example of post 1989 forest:
Normal Forest

Carbon’s Contribution to Stand Economics \@

Contribution of carbon ($22/t CO2-€), carbon (no forestry costs), to stand-level land
expectation value, forestry + carbon revenue, for radiata pine clearwood regime.




Carbon’s Contribution to Stand Economics @

Changein LEV for radiata pine with arange of rotation ages and regimes. The
base case is the clearwood regime (with carbon values) on a 25 year rotation,
which hasan LEV of $4,095/ha

+ Pre-1990 forests don't earn credits — but equally don't have
harvest liabilities

« Deforestation (NOT harvesting) of pre-1990 (exotic) forests
covered by ETS from 1 January 2008

* Unit allocations —
— One off 55 million NZUs available to pre-1990 (exotic) forest

— 21 million units for 2008-2012, remaining 34 allocated up front but
post-dated for use after 2012

— Units allocated to landowners — who must apply to receive them
— 39 units per ha to landowners who bought their land after 1 Nov 2002
— 18 units per ha to CFL lands yet to settle under a Treaty claim

— Approx. 60 units per ha to all other pre-1990 (exotic) forest
landowners

« Landowners will be the default participant for deforestation — but
some exemptions

Carbon’s Contribution to Stand Economics @

Influence of carbon-price and discount rate on land expectation value for radiata
pine on a40 year rotation plant and leave 800 stems per haregime
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Pre-1990 (exotic) forests - exemptions

» Exemptions:
— Owners with 50 ha or less — apply for exemption
— 2 hectares of total deforestation over 2008-2012
— Weed control — apply for exemption




Pre-1990 (exotic) forests — third parties

 If athird party requires deforestation, they must compensate
landowner

 If third party has right to deforest, landowners can seek to have
obligations transferred

Eligibility for post-1989 forest

« Non-forested land as at 1 January 1990

» Also, if land was deforested and liabilities to NZ were repaid
then this land can also join as post-1989 forest

* New forest must be a human-induced land use change since
1990

» Planting or assisted natural regeneration of forest
 Indigenous or exotic forests

Definition of a forest

e Minimum area 1.0 ha

* Any species capable of reaching 5m + at maturity
* Crown cover 30% +

¢ Minimum width 30m

e Grassland

* Gorse and broom

* Regenerating scrub on land being
actively farmed

» Indigenous Forest established after
1989

« Exotic forest planted after 1989

* Replanted or reseeded exotic forest
first planted after1989




Ineligible land for post-1989 forest @ Eligible Land for Post-1989 @

< Indigenous Forest established
before 1990

» Exotic forest planted before 1990

* Replanted or reseeded exotic
forest first planted before1990

Grassland Scrublands < 5m

Eligible Land BF | Ineligible for Post-1989
Eroding hill country with Scattered kanuka and manuka Indigenous Forest Exotic Forest
established before 1990 established before 1990

scattered scrub
| T




Ineligible for post-1989 @

Replanted or reseeded
exotic forest first planted
before 1990

This land is eligible to
receive units under
Forestry Allocation Plan
for pre-1990 forests

Afforestation Grant Scheme (AGS)

« Available for people not joining FETS or PFSI
— must be new forests planted from 2008 on
» Cash grants totalling $50 million over six years:
— 50% public; 50% through Regional Councils
— 70% of public fund for high growth, 30% for slower growth species
«  Two eligible treatments:
— High growth rate species
— Low growth rate species
« Public fund allocated by competitive tender initially
» Crown keeps credits and liabilities

« First tenders closed 30 June 2008. Next tender round closes 31
October 2008. There will be 2 tender rounds per year, so
interested parties can essentially tender at any stage.

Other sustainable forestry schemes @

Permanent Forest Sink Initiative
Afforestation Grant Scheme
East Coast Forestry Project

AGS - continued

« Land Eligibility
— Land needs to meet eligibility criteria for post-1989 forests
— Minimum of 5ha application, no less than 1ha parcels

» Environmental Co-Benefits

— Does not target land in particular but will favour those
applications with environmental co-benefits

— Environmental co-benefits
« Soil conservation and Flood Risk Management
« Improved Water Quality
« Improved Biodiversity




AGS - Payments

« Grants will be paid as one payment after establishment work
has been completed

— proportion of claims will be audited

e Grant funding will be secured by a 10 year grant agreement

AGS Guidelines and application form on
www.maf.govt.nz/climatechange

What's a carbon credit?

1 carbon credit = 1 tonne of CO, = AAU or NZU

Typical carbon uptakes:

— Slow growing species ( e.g. scrubland): 2-7 tonnes CO,/halyr
— Fast growing species e.g. Radiata / Eucalypts: 25-35 t/halyr

1m? of stemwood = approximately 1.5 tonnes of CO, for all carbon
pools

East Coast Forestry Project @

e First set up in 1992

» Available in only on East Coast of North Island
e Target is eroding and erosion prone land

« Available to PFSI unchanged

» Available to FETS forests at reduced rate

Carbon Pools

Total Carbon Stored =

+ Aboveground tree biomass
+ Coarse woody Debris
+ Forest Floor/Litter

+ Below ground biomass

+ Mineral Soil




Indicative Carbon uptake @
i
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Further information

@ www.maf.govt.nz/sustainableforestry
www.maf.govt.nz/climatechange
www.climatechange.govt.nz

climatechange@maf.govt.nz

'® 0800 CLIMATE (0800 254 628)
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