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2. e measurement tool to calculate the amount of CO,
sequestered by forests would be the Carbon Budg-
et Model, a model that has been jointly developed by
Government (Canadian Forest Service) and indus-
try. e measurement would be subject to independent
veri cation/audit.

3. To be eligible to generate o set credits, forestry compa-
nies will be required to:

a. Include their entire managed forests within the calcu-
lation of overall carbon ux;

b. Commit to measurement for an extended period. is
will prevent companies from opting in and out de-
pending on its debit/credit situation.

4. e credits will “crystallize” or realize value only a er
they are generated within the forest. However, the pro-
spective future value can be realized earlier through
an industry-based trading system. For example, emit-
ter company X pays forestry company Y in advance for
credits to be delivered on a speci ¢ date in the future. If
the credits are not generated from positive carbon ux,
company Y may be required to purchase credits to satis-
fy its obligation to company X.

Trading of Offset Credits

Despite ongoing e orts of industry leaders to increase en-
ergy e ciency and embrace low emission energy sources,
many Canadian companies will be unable to achieve sub-
stantial reductions in GHG through nancially viable in-
ternal improvements. e ability to purchase o set cred-
its will provide them with the exibility to meet corporate
reduction targets through the most economically e cient
means available.

It is important that the Government promotes an envi-
ronment in Canada that supports the trading of emis-
sion credits.  is will allow companies to achieve emis-
sion reductions in the most e cient and lowest cost man-
ner. However, the Government need not play an active
role in such a trading system. If the proper environment
is supported through a clear de nition of trading param-
eters, industry will create a trading system on its own,

rst through an over-the-counter market where individu-
al companies trade one-on-one.  erea er, it is reasonable
to expect that as additional participants enter the markets,
third-party “market makers” will see an opportunity to
broker deals thereby increasing depth, liquidity and overall
e ciency in the carbon market.

Implications for the Forestry Industry

E ective forest management can signi cantly increase
GHG sequestration. If Government establishes policy as
described above, it will:

1. Provide tremendous motivation for forestry compa-
nies to enhance their forest management activity; and
thereby

2. Increase the level of GHG sequestered in the future; and

3.Provide asigni cant boost to Canadase orts to re-
duce greenhouse gases and address the climate change
challenge.

Summary

Canada is blessed with over 120 million hectares of man-
aged forests that have the potential to sequester an estimat-
ed 100 million tonnes of CO, per year to 2050. Clear rules
established by the Government will allow the forestry in-
dustry to respond with the investment necessary to en-
hance Canadian forest carbon management and capital-
ize on the opportunity. A domestic 0 set system that rec-
ognizes biological sequestration will provide the forestry
industry with the incentive it needs to pursue this oppor-
tunity. Furthermore, establishing guidelines that allow the
trading of credits will create an environment that will al-
low both forestry and non-forestry companies to optimize
the cost-bene t relationship associated with overall GHG
reductions.

For now, the Government needs to establish standards

of forest management (potentially based on the Govern-
ment’s Carbon Budget Model) and design an o sets and
trading system that rewards those who achieve superior
performance. In the near term a framework can readily be
established that emphasizes the role of biological seques-
tration and thereby recognizes the unique nature of Cana-
dian forests and their long term potential to reduce GHG
and address climate change.

J.D. Irving, Limited

J.D. Irving, Limited has its roots in the forest products busi-
ness, dating back over a century to a sawmill in Bouctouche,
N.B. The company produces a full range of forest products
including Kraft pulp, specialty grade paper, tissue and corru-
gated medium. The company also owns and operates several
sawmills in New Brunswick, Nova Scotia, Maine and Que-
bec. Kents, a retail chain of home improvement stores locat-
ed across Atlantic Canada is also part of the family business.

The Irving group also operates an integrated rail, sea and
road transportation network and has interests in shipbuild-
ing, construction and food processing.
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EU
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Meaning

Assigned Amount Units

Approved Baseline Calculation
Methodology

Abatement Certificate Providers
Asia Pacific Pact

Beijing Shenwu Thermal Energy Tech-
nology Co. Ltd

Corrective Action Request

Climate Action Registry Reporting Online
Tool

California Climate Action Registry
Combined cycle gas turbine

Carbon dioxide capture and storage
Chicago Climate Exchange

Clean Development Mechanism
Clean Development Mechanism Execu-
tive Board

Certified Emissions Reduction
Carbon Financial Instrument
Methane

Community Independent Transaction
Log

Combined Margin

Carbon dioxide

Carbon dioxide equivalent
Conference of the Parties

Corporate Social Responsibility
Designated National Authority
Designated Operational Entity
Executive Board

European Commission

Endesa Climate Initiative

European Climate Exchange
Exchange for Physical

European Financial Reporting Advisory
Group

Emerging Issues Task Force
Environmental Non-Governmental
Organisation

Environmental Protection Agency
Emission Reduction Unit

Emission Trading Scheme

European Union

European Union Emissions Trading
Scheme

European Allowances
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FAR
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GAAP

GGAS

GHG
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IAS
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IFRIC
IFRS
IPCC

IPPR
IRCA

IRCA
IRR
ISO

ITL

Ji

KP

LPG
LULUCF
MCeX
MEDT

MEP
MEWM

MOP
MoU
MP
MRV
MW
MX
N,0
NAFTA
NAP
NCCC
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Meaning

Forward Action Request

Financial Accounting Standards Board
Federal Energy Regulatory Commission’s
Flexible Mechanism

Generally Accepted Accounting
Principles

NSW Greenhouse Gas Abatement
Scheme

Greenhouse Gas

Global Warming Potential

International Accounting Standard
International Accounting Standards
Board

Independent Entity

International Energy Agency
International Emission Trading
International Emissions Trading
Association

International Financial Reporting Inter-
pretations Committee

International Financial Reporting
Standards

Intergovernmental Panel on Climate
Change

Institute for Public Policy Research IPPR
International Register of Certificated
Auditors

International Register Certified Auditors
Internal Rate of Return

International Standardisation
Organisation

International Transaction Log

Joint Implementation

Kyoto Protocol

Liquid Petroleum Gas

Landuse, Landuse Change and Forrestry
Montréal Climate Exchange

Ministry of Economic Development and
Trade

Ministry for Environmental Protection
Ministry of Environment and Water
Management

Meeting of the Parties

Memorandum of Understanding
Methodology Panel

Monitoring, reporting and verification
Mega Watt

Montréal Exchange

Nitrous Oxide

North American Free Trade Association
National Allocation Plan

National Commission on Climate Change
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Acronym
NGO

NO,

NPV
ONS

0TC
0TC
PDD
QA
ac
R&D
RFI
RGGI
SAR
SEC
SFAS

S0,
SPA
SWG
TACIS

TAR
TERI
UNFCCC

uSw
VCM
VCS
VCU
VER
WBSCD

WEF
WRI

Meaning

Non-Government Organisation

Nitrous Oxides

Net Present Value

Portuguese Operador Nacional do Siste-
ma Elétrico

Ozone Transport Commission

Over the Counter

Project Design Document

Quality Assurance

Quality Control

Research and Development

Radiative Forcing Index

Regional Greenhouse Gas Initiative
Second Assessment Report
Securities and Exchange Commission
Statement of Financial Accounting
Standard

Sulfur Dioxide

Storage performance assessment
Staff Working Group

Technical Assistance to Commonwealth
of Independent State

Third Assessment Report

The Energy Research Institute

United Nations Framework Convention
on Climate Change

Urban solid waste

Voluntary Carbon Market

Voluntary Carbon Standard

Voluntary Carbon Unit

Verified Emission Reduction

World Business Council for Sustainable
Development

World Economic Forum

World Resources Institute
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