Australia’s offset mechanisms
. 

Australia does some of the most advanced research and design on market-like mechanisms for biodiversity conservation in the world. The region has a rich history of experimentation with biodiversity offsets, payments, and pilot projects. A number of factors make this country fertile ground for biodiversity markets: a general acceptance of market-like instruments for conservation, highly unique and endangered biodiversity, and great biological data and research capacity (i.e. CSIRO’s Ecosystem Services Project and Markets for Ecosystem Services1). Although, there seems to be little coordination between programs, making it a challenge to monitor how this part of the world is developing. 

Australia and New Zealand have twelve biodiversity offsets programs and five in development. All but one of the Australian programs are state or regional programs. At this point, all of the Australian and New Zealand offsets are compliance-based with most offsets determined on a case-by-case basis during the planning process. 

The ‘buyers’ of offsets are: urban residential and commercial developers, road-building agencies, water infrastructure (dams and pipelines), extractive industries, energy companies, and agricultural landowners. The providers of offsets are the development proponent, landowners, and the government. 

Market data like area, price, or transactions of offsets were difficult to track. Most programs could not provide this information, and some programs admittedly did not track this information. One notable exception was the BushBroker program – which tracks transactions, average prices, and price ranges (see below in the BushBroker section). Another exception is the BioBanking program, which will make all trades and offers of offsets available on their website. As of this writing, however, information is not available as trades have not yet occurred. 

There is a considerable lack of private sector involvement in current market-based instruments in Australia and New Zealand. While many of the policies and programs allow third-party involvement there are disincentives to do so. For example, the BioBanking program requires that the BioBanking Trust Fund be paid before the landowner. The lack of legal severance from liability is also a barrier to private sector involvement (with the exception of BioBanking). A developer needing an offset has the responsibility that the offset occurs and is managed according to requirements whether or not the developer creates its own offset or purchases an offset from a third party. 

A number of legal issues arise with regard to offset programs in Australia. First, most offsets are permanently protected, but without sufficient funds for long-term management. This is a significant issue in a country where invasive pests which must be actively managed are a major threat to native species. Second, the majority of rural land in Australia is ‘leasehold land’, where permanent protection cannot occur. Third, there is a possibility that offsets may not provide additional environmental gains over what is already occurring on the land or what may be occurring due to competing incentive programs (e.g., double-counting). Finally, some of the mining legislation in Australia has the power to override all other legislation, which erodes the power of compliance-based programs to require offsets. 

Existing Programs - Victoria 

BushBroker and Native Vegetation Offsets 

BushBroker is a program to facilitate native vegetation offsets in the State of Victoria. The program is compliance-driven as permits are required to clear native vegetation. Victoria’s 2002 Native Vegetation Management Framework: A Framework for Action policy sets a ‘net gain’ objective and provides the framework for offsets. In 2006, the BushBroker program was initiated to help those clearing native vegetation find offsets.2 

The BushBroker program works primarily on the supply-side, identifying landowners willing to preserve and manage native vegetation. A government representative of the BushBroker program then assesses the site and determines the number and type of credits available. Both credits created and needed from development impacts are assessed using the same ‘habitat hectares’ methodology. Credits are created through conservation gains from management actions, protection, maintenance of quality, and improvement. The BushBroker website notes that potential buyers of credits would be able to search for credits on the Native Vegetation Credit Registry. However, in practice this is not a publicly accessible online database.

{‘Habitat Hectares’: Habitat Hectares is a term frequently used in Victoria. It refers to units of measurement that takes into account the area affected and the quality or condition of the biodiversity impacted (determined by the quantities of a number of chosen attributes related to the structure, composition and function of that habitat).}

While a mitigation hierarchy of avoidance and minimization (before offsets) is required in the Native Vegetation Regulations under the Planning and Environment Act of 1987, much of the detail of the demand-side of biodiversity offsets in Victoria is laid out in the 2002 Native Vegetation Management policy. The Framework details impacts that must be offset (and which impacts must or should be avoided), ‘like-for-like’ conditions, and requirements for the proximity of offset relative to the impact site. Neither impacts nor offsets are allowed in areas of ‘very high’ conservation significance except in ‘exceptional circumstances.’ Clearing in ‘high’ or ‘medium’ areas of conservation significance is generally not permitted, but some clearing may be permitted in areas of ‘low’ conservation significance.

The credit traded can be defined by three possible units: vegetation or habitat; ‘large old trees’ (LOTs); and ‘new recruits’ (i.e., tree planting). The first of these credit types, offsetting of vegetation or habitat, is based on area and site-quality measured by the ‘habitat hectares’ methodology (see box above). These credit types are based on ecological vegetation classes (EVCs) within Victoria’s 28 bioregions, accounting for 2,500 possible types of EVC credits. However, due to the location of development and associated impacts, only 50-100 EVC credits are used in practice. To date, BushBroker has worked well to match buyers with sellers of offsets, despite the large number of credit types that could be required for impacts.ii A sample of ‘wanted’ EVCs listed on the BushBroker website are: Plains Grassy Woodland, Damp Heathy Woodland, Banksia Woodland, and Stony Knoll Shrubland.5 

Credit demand generally comes from road building, housing development, water supply pipeline development, and landholder vegetation clearance. Demand has been modest, with vegetation clearing applications only totaling a few hundred hectares of land annually. However, planned expansion of Melbourne is expected to impact 5,200 hectares of native vegetation and the Victorian government is proposing a new reserve of over 10,000 hectares that will provide credits through BushBroker over the next decade.iii In effect the government will be creating a consolidated bank of credits. 

Offset supply has generally been from agricultural landowners, but in limited circumstances the government accepts payments in lieu of offsets with money used to purchase credits. To date, there are three active and sold-out banks and there may be an additional two to three banks that will be developed over the next year or so:

· One active bank for scattered trees (about 20,000 plants), 

· One sold-out bank to offset scattered trees (6,000 plants), and 

· One bank in operation selling credits of habitat hectares (130 hectares) and LOTs. 

The Victorian government will increase their role as a broker in the BushBroker program by providing online tools, hands-on outreach and facilitation with landowners. The government is also planning to facilitate the creation of banks in bioregions with sufficient credit demand. Additionally, a trial auction will be held to generate competition for new credit supply in banks.6 

While landowners in Victoria have the ability to sell offsets to developers within the BushBroker program, there are other financial incentive programs for native vegetation protection and management in Victoria that have become popular. BushTender and PlainsTender have four- or five-year agreements (versus the permanent protection required by BushBroker) and have delivered more financial incentives and hence more hectares protected or improved than BushBroker. Currently, BushTender has delivered 17,000 hectares, PlainsTender 5,000 hectares, while BushBroker has delivered 700 hectares.

BushBroker Data 

The BushBroker program, which measures the success of its brokering services by transactions, tracked 35 offset transactions in 2007/2008 and 63 in 2008/2009. In BushBroker, there is a current assessed stock of about 2,750 hectares (or 600 habitat hectares credits) of supply available within BushBroker, with more than twice this amount listed as unassessed ‘expressions of interest.’ Other metrics tracked by the BushBroker program are summarized below.

BushBroker Data 

Total habitat hectares of offsets: 522.75 (cumulative, from May 2006 - November 2009) 

Estimated dollar volume of offsets (for 2008/2009): AUS$1,406,915 

Estimated dollar volume of offsets (cumulative, from May 2006 - November 2009): AUS$11,358,720 

Transactions 

2007/2008* 35 offset transactions 49.2 habitat hectares 264 ‘large old trees’ 6,959 ‘new recruits’ 2008/2009* 63 offset transactions 11.23 habitat hectares 166 ‘large old trees’ 13,140 ‘new recruits’ 

Credit pricing for habitat hectares alone or habitat hectares + Large Old Trees (LOTs) between May 2006 -November 2009** 

Bioregion 
Average price per habitat hectare*** 
Habitat hectare price range**** 
Total number of habitat hectares 
Estimated AUS$ volume of offsets 

Goldfields 
$39,000 
$17,000 - $86,000 
35.8 
$1,396,200 

Victorian Volcanic Plain 
$167,000 
$36,000 - $293,000 
49.28 
$8,229,760 

Gippsland Plain 
$156,000 
$85,000 - $250,000 
4.91 
$765,960 

Other bioregions 
$80,000 
$16,000 - $157,000 
6.76 
$540,800 

Credit pricing for LOT credits between May 2006 - November 2009** 

Bioregion 
Average price per habitat hectare*** 
Habitat hectare price range**** 
Total number of habitat hectares 
Estimated AUS$ volume of offsets 

All bioregions 
$1,000 
$300 - $2,900 
426 
$426,000 

Existing Programs - New South Wales 

In New South Wales (NSW) approval authorities have increasingly sought offsets over the last 20 years where projects would have significant effects on biodiversity values. Traditionally the size, type, and location of NSW offsets were negotiated with approval by authorities on a case-by-case basis. Negotiation on biodiversity offsets is still frequent within NSW, but there are increasing regulations and offset schemes. These range from the local to the state level. A number of local authorities, such as Liverpool City Council, have now introduced offset policies.vi 

BioBanking 

The New South Wales (NSW) Biodiversity Offsets and Banking Scheme (BioBanking) is a state program driven by regulatory requirements to offset impacts from urban development. As the name implies, the BioBanking program allows offset activities to occur in a ‘biobank’ site by third parties or by those needing credits themselves. The program calls itself a biodiversity credit market because the scheme creates: 1) a demand for credits; 2) a financial incentive to create credits; and 3) a ‘trading floor’ (public registry) for buyers and sellers to find one another. The BioBanking program also has an associated Assessment Methodology, Credit Calculator, and Trust Fund.8,9 

The BioBanking program was born in 2007 from several pieces of legislation: the Environmental Planning and Assessment Act of 1979 (NSW), the Threatened Species Conservation Act of 1995 (NSW), and the Threatened Species Conservation (Biodiversity Banking) Regulation of 2008 (NSW). Up until the fall of 2009, the program has existed as a pilot program, testing the BioBanking Assessment Methodology and process. As BioBanking has only been officially ‘live’ since the fall of 2009, no trades have occurred but there are six BioBank sites in the application process.vii Cost and price points are not yet available. 

Developers can voluntarily use the BioBanking program to minimize and offset biodiversity impacts. To participate in the program, development projects must meet an ‘improve-or-maintain’ test that requires adherence to a mitigation hierarchy (avoid, minimize, offset), and then determines the project’s impact on biodiversity. Impacts and required offsets are calculated with the BioBanking Assessment Methodology and its associated Credit Calculator software. Credits are created through protection and management (i.e., managing grazing, fire, weeds, and human disturbance) of ecological communities, threatened species, and habitat corridors. BioBanking requires a ‘like-for-like’ trade of credits associated with a complex number of ecosystem and species types related to 50-100 vegetation types and over 1,000 threatened species in 13 bioregions.10,11 

A search of the BioBanking registry ‘expressions of interest‘ for the creation of BioBank sites yielded 15 potentially available credit types, including the following sample:viii dry sclerophyll forests (shrub/grass); grassy woodlands; semi-arid woodlands (shrubby); wet sclerophyll forests (grassy).12 

The pilot BioBanking program was set up with a public registry of available and retired credits.14 The only aspect of the registry with available information at the time of publication is the ‘expressions of interest.’ Experience during the pilot showed that the intended ‘trading floor’ – the listing of available credits – was not actually used. Instead, developers lined up the offsets themselves. Early experience in BioBanking has shown that high upfront costs (of AUD $50,000 - $60,000) may damper speculative offset development by landowners. Payments to landholders for management of offset sites are centralized through a government-managed BioBanking Trust Fund, which distributes annual payments to BioBank owners for management of the BioBank site. Landholders can charge those purchasing credits any agreed sum, but will only receive funds after the Trust Fund is paid (note that these monies or ‘profits’ are separate from the management funds deposited in the Trust Fund). 

So far, the players in the BioBanking market are the regulator (NSW Department of Environment, Climate Change and Water, or DECCW), the buyers (developers, transportation, wind farms, and extractive industry), consultants accredited to conduct BioBanking assessments of sites, and offset brokers (e.g. Eco Logical Australia). A shift in energy policy may result in a much larger demand from wind farm development. Also NSW DECCW is considering a catchment-wide offset development strategy and sees themselves in the role of broker. As noted before, developers have been supplying their own offsets so far, but landowners could also supply offsets. 

Property Vegetation Plan Offsets 

While BioBanking applies to offsets for development, agricultural clearing is regulated under NSW’s Native Vegetation Act of 2003, and includes an offset scheme through the Property Vegetation Plan (PVP) process. The PVP scheme was the fore-runner to Biobanking, but the scheme applies mainly to agriculture and offsets are normally created on the landowner’s land.ix Because offsets within this program are ‘internal’ trades, there are no purchase values available. NSW DECCW keeps a register15 of the area of land cleared and offset, amongst other information. From 2005 through the end of 2009, there have been 421 PVPs approved, with 8,865 hectares of cleared or thinned land and 25,564 hectares of offset (in 2009, there were 1,983 hectares of cleared or thinned land and 7,341 hectares of offset). 

Existing Programs - South Australia 

Native Vegetation and Scattered Tree Offsets 

South Australia features a Native Vegetation and Scattered Tree Offsets program driven by requirements in the Native Vegetation Act of 1991 and the Native Vegetation Regulations of 2003. The former requires a permit for native vegetation clearing, and the latter requires offsets, called a ‘significant environmental benefit’ (SEB), after a mitigation hierarchy is followed.16 

When a development impacts native vegetation or scattered trees, offsets can be provided either on-site by the developer or by a payment to a government fund (Native Vegetation Fund), which then creates the offset. The offset occurs either on the property or in the same Natural Resource Management Region (with 8 regions in the state) and is created by managing, restoring, or re-vegetating areas of native vegetation. The greatest demand-driver for offsets in the region is mining, with landowners, state government, and extractive industries supplying the offsets.

The program encourages ‘like-for-like’ or ‘like-for-better’ offsets. The unit of credit is based on either area or individual ‘scattered trees’ using a simple ratio system (from 2:1 to 10:1, depending on the quality of vegetation being cleared). There are three sets of guidelines for offsets for: 1) mining (which is generally applied to all broad-acre impacts), 2) clearance of scattered trees, and 3) less formal guidelines for clearing of native vegetation for individual house sites.17 

South Australia is in the middle of changing legislation of the program to give preference to locating offsets in priority areas. The state is also investigating developing a new credit quantification system as well as a monitoring and evaluation framework for the offsets program. The state has one unique offset project that has allowed a tourism operation company to pay a levy to the government over a ten-year period instead of using a one-time offset. The levy is expected to bring in around AUS$50,000 annually, with funds directed for use in biodiversity offsetting.x 

Another program being termed ‘biodiversity trading’ is the Drainage Levy-Biodiversity Conservation trading program (aka USE Project Levy/Biodiversity Offset Scheme), although the program does not require an offset for an impact to biodiversity, but rather promotes the protection and management of biodiversity as an alternative to paying a levy for drainage services. The South Australian Farmer’s Federation runs the levy offset program and conducts the assessments.18,19 

Existing Programs - Queensland 

Queensland wins the prize for the most offset policies. There are currently three specific-issue offset programs running in Queensland: vegetation offsets, marine fish habitat offsets, and koala habitat offsets. There is also an overarching environmental offsets policy to guide the implementation of the specific-issue offset programs, a draft biodiversity offset policy (on hold as the state government goes through an election cycle), and a draft waste water discharge offsets policy that amounts to a water trading program.20 None of the Queensland programs had information available to indicate scale. 

One interesting aspect of Queensland is that approximately seventy percent of the land is leasehold – meaning it is owned by the government and leased out for periods of 10- 30 years, making ‘in perpetuity’ conservation associated with offsets virtually impossible in a great portion of the state. Currently the driver for all the policies in Queensland is urban development (particularly in the southeast), followed by water infrastructure (dams and supply pipelines) and coal mining. 

Environmental Offsets Framework Policy 

The Queensland Government Environmental Offsets Policy of 2008 does not implement a particular offset requirement, but establishes an overarching framework for a specific-issue offset policy development and implementation. The policy stipulates that a loose mitigation hierarchy (avoid and, if not possible, then minimize impacts) should be incorporated into all offsets.21,22 

Vegetation Management Offsets 

The Vegetation Management Offsets policy (amended September 2007) was enacted to “maintain the current extent” of native vegetation.23,24 After following a mitigation hierarchy, the policy allows offsets to compensate for clearing native vegetation and includes a standard method for determining ecological equivalence of offsets and a standard set of offset options. The Vegetation Management Act of 1999 regulates the clearing of vegetation over all land tenures in Queensland. Development applications that require vegetation clearing are assessed against a Regional Vegetation Management Code (RVMC). Offsets can be used to meet some of the performance requirements under the RVMC.25 

Applicants for native vegetation clearance may create their own offsets within a 20-km radius of the impacted vegetation. Financial donations to a compensation fund are not allowed. Impacts are measured by the area cleared and offsets are required at ratios of 1:1 to 4:1 (offset to impact). Vegetation Management Offsets are created by maintenance and protection of particular ecosystem types. Offset option guidelines are provided in table format, focusing on the differing ratios of offset to impact and ‘ecological equivalence.’ The offset must consider characteristics like: comparable vegetation (community attributes and condition), area, location, strategic position, regaining remnant status, and landscape context attributes. 

Ecosystems are categorized by their status, ‘endangered’ (less than 10% of the ecosystem remaining), ‘of-concern’ (10-30% remaining), ‘essential habitat’ (vegetation in which a species that is endangered, vulnerable, rare, or near threatened has been known to occur), vegetation associated with wetlands, vegetation associated with watercourses and ecosystems at risk of falling below critical cut-offs. As of March 2009, there have been 62 native vegetation offsets required, but only eight have been finalized.26 No figures are available as to the area of the offsets. 

Marine Fish Habitat Offsets 

The first offset policy implemented in Queensland, the marine fish habitat offsets program, is driven by compliance for impacts to activities causing fish habitat loss under the 2002 policy Mitigation and Compensation for Activities and Works causing Marine Fish Habitat Loss FHMOP 005. The policy covers impacts on mangroves which essentially affects all coastal development in the state. It also contains a ‘no net loss’ statement and requires permit applicants to follow the mitigation hierarchy before offsetting the loss of fish habitat.27 

Direct offsets are preferred; however, the regulator (the Department of Primary Industries and Fisheries) does accept an ‘offset amount’ in lieu of the direct offset. Direct offsets are created through enhancement, restoration, rehabilitation, or creation of fish habitat, or the exchange or securing of fish habitat in certain circumstances. Indirect offsets include applied research and education, training, or extension related to fish habitats.28 

The policy includes mention of ‘like-for-like’ in terms of habitat types (mangrove, seagrass, saltcouch, and bare areas), habitat status, and habitat functions. There is a fish habitat impact/ offset metric in development which will be based on a field assessment of fish habitat condition and the area of disturbance/gain at the impact site and offset site.

Koala Offsets 

Queensland’s Koala Offsets program is driven by compliance for impacts to koalas and koala habitat under the Nature Conservation (Koala) Conservation Plan of 2006 and Management Program 2006-2016, Policy 2: Offsets for Net Benefit to Koalas and Koala Habitat,29,30 enforced by the Nature Conservation Agreement of 1992. Activities which result in habitat loss in Koala Conservation Areas and Koala Sustainability Areas must be offset by activities such as planting of cleared habitat or securing vegetated habitat that is under threat from development.31 The policy allows indirect offsets like projects to reduce vehicle mortality on koalas. Fees to a compensation fund, however, are not allowed. The policy requires a net benefit to koala habitat, with offset ratios of greater than 5:1.

Existing Programs - Western Australia 

The State of Western Australia has a policy and guidance for environmental offsets: Guidance for the Assessment of Environmental Factor: Environmental Offsets – Biodiversity Guidance Statement No. 19 and Environmental Offsets Position Statement No. 9.32,33 A project proponent proposes a biodiversity offsets package during the Environmental Impact Assessment process when projects impact ‘high’ or ‘critical’ value biodiversity assets. Offsets can only be considered after following a mitigation hierarchy of avoidance, minimization, rectification, and reduction. The Environmental Protection Authority reviews the ‘significance’ of the impact, the extent and type of offset required on a case-by-case basis; there are no standard metrics for calculating impacts and determining offsets. Priority is given for offsets in the context of ‘like-for-like’ or ‘like-for-better’, but indirect (‘contributing’) offsets are allowed. The policy goal is a ‘net environmental benefit.’ The 2008 guidance document states that offsets must be publicly registered, but to date, a registry has not been implemented.

Some Comparative Notes on Australia’s Programs

· BioBanking is the only program that requires offset activities in advance of impacts. 

· All programs have at least a like-for-like preference, but the specificity of the species or ecosystem types varies by program. 

· Most offsets within Australia are not converted to credits that can be traded. Some of the more definable units of trade include: ecosystem credits and threatened species credits (BioBanking); habitat hectares of ecological vegetation classes (BushBroker); ‘large old trees’ (BushBroker); hect¬ares of koala habitat (Queensland); and hectares of regional ecosystems (Queensland). 

· Many of the programs have loose metrics for determining impact and offset activities and gener¬ally review offsets on a case-by-case basis. Only the BioBanking (New South Wales), BushBroker (Victoria), and Native Vegetation and Scattered Tree Offsets (South Australia) have more specific impact and offset calculation methods. 

· All programs also have a preference for offset activities implemented in the same area (i.e., biore¬gion or river catchment) as the impact. 

· Two programs offer the option of paying a government entity in lieu of providing a direct offset (South Australia’s Native Vegetation and Scattered Tree Offsets program and Queensland’s ma¬rine fish habitat offsets). 

· Government agencies act as brokers in the BioBanking, BushBroker, South Australian Native Vegetation and Scattered Tree Offsets program, Queensland’s multiple offsets programs (via the new ecoFundQ initiative), and possibly other programs in a more informal capacity. Consultants may also act as formal or informal brokers, although our research only identified two – Eco Logi¬cal and EarthTrade (for BioBanking and Queensland offsets respectively).

Existing Programs - Tasmania 

Development proposals in Tasmania require a ‘natural values assessment’ as part of the planning approval process. Developers present biodiversity offset proposals for impacts to threatened species and native vegetation communities to the regulator (the Department of Primary Industries, Parks, Water and Environment) for approval. Offsets are determined on a case-by-case approach, as there is no standard method for calculating impact and determining offsets. Developers are required to follow the mitigation hierarchy. The offset can be created via conservation measures or management activities, some examples of which are: improved conservation status of a site, management actions, restoration or re-vegetation, and research or surveys. Direct offsets are preferred, but indirect offsets may be allowed. At one point, payments to the regulator were allowed, but this practice is no longer preferred. 

Offsets are also negotiated under different guidance specific to dam construction and forest clearing proposals. Also in Tasmania, Kingborough Council (local government) has been using offsets through the development application process for several years in an informal manner. Offsets are negotiated on a case-by-case basis. The Council has a draft biodiversity offset policy in place and is developing a new metric and implementation framework for the policy. As of 2008, there were 15 offset negotiations underway.

Developments

The Australia Federal government under the Environmental Protection and Biodiversity Conservation Act (EPBC) of 1999 released a draft policy statement and a discussion paper for the use of environmental offsets in November 2007.39 Offsets can be used to meet the ‘maintain or enhance’ requirement under the EPBC, and it is proposed that they will be considered on a case-by-case basis, taking into consideration the scale and intensity of the impact. The offsets should be ‘like-for-like’ and be in the general vicinity of the development site.40,41 To date there has been no further public progress of this policy.

Queensland 

Queensland is developing a ‘specific-issue’ biodiversity offsets policy under the Environmental Offsets framework.42 A consultation draft was made available in December of 2008, with a public comment period extending until March 2009. However, the final policy was postponed due to a state government election. After the March election, several government departments were amalgamated and the newly combined agency – the Department of Environment and Resource Management – will be releasing a new proposal for a State biodiversity offsets policy.xiii 

Further, Queensland local government authorities are also implementing their own local offset policies in the planning process in addition to the state government policies, such as the South East Queensland Regional Plan 2009 – 2013 and the South East Queensland Natural Resource Management Plan 2009 – 2013.43 As the plans have only recently been released, the details of the new ‘offset’ programs are not yet known.

Another aspect of offset programs in Queensland is ecoFundQ – an initiative that is focusing on establishing an environmental offset market. ecoFundQ is a project of the Queensland Government that aims to find and secure offsets for Queensland government agencies (a broker), but with a broader aim of working on environmental offsets’ supply-side infrastructure. The initiative was launched in March of 2008 with initial work focusing on voluntary carbon offsets, but language suggests the program intends to be used for multiple environmental offsets.44 

Northern Territory 

There is no biodiversity offset program in Northern Territory but within the recent draft Darwin Harbour Regional Management Strategic Framework 2009-2013, there may be a role for offsets. The draft plan states that economic development should not impose a net negative environmental impact and mentions offsets as a means of minimizing unavoidable impact. At this point offsets are in a very early stage of development.

Australia
 continues to develop unconnected state-level biodiversity offset and banking programs. In New South Wales, BioBanking continues to gain momentum and now boasts five BioBank sites. BushBroker, the “matchmaker” of Victoria’s native vegetation offsets, is now in its sixth year of existence and has assisted around 300 transactions cumulatively. The Northern Territory released a new draft Environmental Offsets Policy in October 2010. In New Zealand, a National Biodiversity Policy Statement is expected to go into effect in June of this year and could provide a national push for greater implementation of the mitigation hierarchy and the “no net loss” principle. This Policy Statement could eventually trickle down into local, council, and district policies – like those being developed in the progressive Waikato and Gisborne Districts. 

Australia 

In the State of Victoria, the BushBroker program is on its sixth year as a facilitation service for identifying supply and matching supply and demand of Native Vegetation Offsets under requirements of the Native Vegetation Framework of 2002. BushBroker services perhaps 20-25% of offset demand – the “hard-to-find” requirements for larger impacts that are referred to the Department of Sustainability and Environment (DSE), while the majority of offsets are created by a landowner on their own land with approval by a local council.
BushBroker maintains a Native Vegetation Credit Register. Although a 2008 government document about the BushBroker program noted that “in the future, a web-based BushBroker will operate allowing buyers of credits to conduct their own searches and complete trades,” at the moment there is no publicly accessible online database. All enquiries about the available supply must be channeled through offset search requests through the BushBroker program.78 

There is a new 6-month pilot program (launched May 2011) called the Native Vegetation Exchange (NVX) that is described as an “online system which matches buyers and sellers of Native Vegetation Credits.”79 While NVX is not a project within the BushBroker program, it mimics it somewhat, in that it is a matching system for native vegetation credits. The distinction, it seems, is that NVX is an experiment in automating the trading process. The project is being trialed in the Gippsland Plain bioregion. 

Regarding demand for native vegetation offsets, the Victorian government has committed to create two new large-scale “reserves” by 2020 to create consolidated banks of credits for expected impact due to planned expansion. Developers in Melbourne’s designated urban growth area must source their offsets from these reserves – one of 15,000 hectares (the Western Grasslands Reserve) and one of 1,300 hectares.80 The government will create the reserves by acquiring the land and designating it under Crown reserves legislation. It has undertaken to sell the credits at a price that represents cost recovery. BushBroker will be used to provide matches of offset requirements with credits in the reserves. 81, 82 

BushBroker staff reported that the program had facilitated about 300 trades since May 2007; this averages out to about 75 trades annually. In terms of dollar volume, the program facilitated AUD 34 million (USD 32 million) in credit sales cumulatively (2007-2011), and an average of AUD 6.8 million annually over the last two years (or USD 6.4 million).83, 84 This is higher than we estimated using low-end or average prices and credit volumes found on the BushBroker program’s “Price History” webpage.85 Just to emphasize, this only represents credit sales within BushBroker, and perhaps 75-80% of native vegetation offsets in Victoria occur outside the sphere of BushBroker (although these are generally smaller-scale offsets created by a landowner on their own land). In terms of area, BushBroker staff reported that the program has facilitated 3,420 hectares of credits since May 2007, or 855 hectares annually.86 

The BioBanking program, formally implemented in New South Wales by the Office of Environment and Heritage (NSW OEH) in the fall of 2009, now boasts five Biobanks covering a total of 210.3 hectares and an additional 23 “expressions of interest.”87 

The initial BioBanking transactions have occurred under the NSW OEH’s Biocertification Program. Under the Biocertification Program, development is projected at a landscape scale. Offsets needed for planned impacts are assessed at an aggregate level, circumventing the need for project-by-project processing. Two areas, the North West and South West Sydney Growth Corridors have been planned under the Biocertification Scheme.88 The Biocertification Program anticipates that around 1,800 hectares will be lost within the Growth Centres89 and projects AUD 337.9 million (in 2009-10 dollar values) will be collected over a 30-40-year period to implement the Growth Centre’s Biodiversity Offset Program.90 Funds will be raised through an “infrastructure contribution.” 

Biobanks are one means of securing the projected offsets of the Growth Centres. The first biobank site established (Missionaries of the Sacred Heart biobank, aka St Mary’s Tower site)91 was used wholly to offset projected growth in the Sydney Growth Centres.92 This has had some positive effects, with the Brownlow transaction being the first biobanking project not occurring through the Department’s Biocertification program.93 

While transactions have occured, activity within Biobanking has fallen short of expectations. From May 31, 2010 until March 25, 2011, the program has seen 757 credits transferred and retired.94 Credit prices ranged from AUD 2,563 (2010) to AUD 8,000 (2011). The total value of credits sold by the program cumulatively is AUD 2.8 million (or USD 2.5 million).95 The value of credits sold only in 2010 was AUD 1.6 million (or USD 1.5 million).

Yet, despite these promising figures, demand is outstripping supply. There is a reported shortage of 22,000 ecosystem credits and 5,000 endangered species credits.97 

The Sydney basin context presents challenges to fulfilling demand for credits. The most valuable ecosystem (Cumberland Plain woodland) is highly endangered and extensively cleared so remaining small and isolated patches are in competition for both offset and development, limiting market liquidity. Housing shortages and demand for land create significant political pressure to look for offsets outside the basin, potentially generating contention over the conservation outcomes of BioBanking.98 

The high cost of the scheme’s implementation is also seen as reducing offset supply. Assessment Methodology use has been estimated at AUD 25,000 in some cases, yet is expected to become cheaper as assessors gain experience.99 Such costs contribute to the AUD 10,000-40,000 upfront costs estimated by some. Land-owners may also be reluctant to enter the market because mining interests or public infrastructure can lead to the cancelling of the biobanking site, seen as inconsistant and unfair. The Trust Fund Deposit requirement is seen as being a risky burden when credit sales are uncertain.100 

Finally, the Biobanking Assessment Methodology has also been blamed for delays in the system, with debate regarding some aspects of the biology, classifications, and calculations involved.101 Draft amendments to the Biobanking Assessment Methodology were proposed in 2010, intending to reduce complexity and improve efficency. During a public comment period, 10 submissions were delivered to DECCW, including questions raised by the Environmental Defenders Office NSW implying the revisions to the Methodology would result in adverse environmental outcome. The revised version (2.0) is due out mid-2011.102 

While these factors may damper speculative offset development by landowners, the Department notes that banks develop quickly once a developer communicates their demand for a large volume of credits.103 This secured demand ensures that the requirement of paying the government trust fund (for ongoing management costs) is fulfilled so that the biobank owner can begin to see a monetary return. 

Between 2008 and 2010 South Australia’s Native Vegetation and Scattered Tree Offsets program conserved an estimated 60,000 acres annually, with program payments totaling roughly USD 2,500,000 each year. The way in which offset requirements are determined in South Australia is currently being reviewed along with the implications for legislation.104 

Queensland is dealing with the consequence of six separate offset programs. As all the offset policies sit under different legislation and policy, a developer has to meet all offset requirements causing large delays in the development approval process as a potential developer may have to provide up to six different types of offsets.105 With the demand for offsets in Queensland growing, several offset brokers have been established to help connect developers with landholders. Earth Trade was established by a regional Natural Resource Management Group and EcoFund is being established by the Queensland Government.106, 107 Ecofund’s Projects webpage highlights three environmental offsets projects for koala habitat, coastal wetlands, and endangered Bigalow ecosystem habitat that together total 5,942.5 hectares.108, 109 

One program that had been in development as of our last report, the Queensland Southeast Regional Plan 2009-2031110 is now in implementation stage. The Regional Plan was developed by state government to manage growth in Australia’s fastest growing region. This plan requires offsets for impacts on biodiversity that cannot be avoided. 

In the Northern Territories, state government released a draft Environmental Offsets Policy in late 2010.111 It will be introduced as a working policy for two years during the implementation stage. It is then proposed for a full policy review before drafting up new legislation to support environmental offsets. However, the offset policy will only come into affect during the assessment process outlined in the Environmental Assessment Act which is for larger development projects requiring an Environmental Impact Assessment. 

And finally, on the National scale, there have been no significant developments over the last year in amending the Environment Protection and Biodiversity Conservation Act of 1999 to use offsets for the unavoidable impacts of development. While there seemed to be movement in 2007 (a discussion paper was released in August suggesting the use of environmental offsets under the Act) and 2008 (the Federal government commissioned an independent review of the Act that recommended offsetting), no further formal movement has occurred. This is not to say there is no interest at the national level – the National Environmental Law Association focused on biodiversity and offsets during its 2010 annual conference.

Australia
 provided a case study on arid recovery—protecting Australia’s threatened animals and ecosystems

Arid Recovery is a unique partnership between industry, government, education and the community.

Located near BHP Billiton’s Olympic Dam mine in northern South Australia, Arid Recovery is an ecosystem restoration initiative based around one of Australia’s largest fenced reserves, from which all feral cats, foxes and rabbits have been removed. The reserve straddles the BHP Billiton special mine lease and sections of five pastoral properties, and covers a total area of 123 square kilometres. Four locally-extinct mammal species have been successfully reintroduced and native animals and plants are now thriving within the feral-proof fenced reserve. It has become both a centre for ecological research and the site of a nationally significant conservation program.

Arid Recovery was initiated in 1997 by a partnership comprising BHP Billiton, the South Australian Department for Environment and Heritage, The University of Adelaide and a community group, Friends of Arid Recovery. The partnership’s mission is to facilitate restoration of arid zone ecosystems through on-ground works, applied research, and industry, community and government partnerships.

Together with other Arid Recovery partners and collaborators, BHP Billiton is committed to ensuring the maintenance of the existing reserve and the sustainability of research and public education programs. A key future objective is to improve broad-scale benefits to the environment and the perception of resource industries by re-establishing threatened species outside the reserve, on both the Olympic Dam mine lease and surrounding pastoral properties.
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