The Burning Season 

and Carbon Trading
The Burning Season is a documentary, not a scripted dramatisation,  which follows a process that is unfolding as we speak.  We can’t guarantee what the outcome will be and whether Dorjee will succeed.  We can guarantee that it will be an intriguing journey, and the drama of the story is in watching him try and knowing how high the stakes are. Regardless of the personal outcome for Dorjee, there will be a resolution to the documentary.

QUESTIONS: In California, what has Schwarzenegger put in place to enforce the success of carbon trading. What is the necessity for Big business to comply. The time article says he has signed a Democratic bill capping green house emissions, but how does that work exactly. Schwarz. says that they need action but what action has he taken precisely. What mechanisms has he put in place to do this. 

Schwarzenegger recently signed the US's first state cap on greenhouse gases, including unprecedented fuel-efficiency standards for California cars. It established a first-in-the-world comprehensive program of regulatory and market mechanisms to achieve real, quantifiable, cost-effective reductions of greenhouse gases. The feds have done nothing on fuel efficiency in two decades, but 11 states will independently follow California's lead if Bush grants permission
. "Eventually, the Federal government is going to get on board," Schwarzenegger says. "If not, we're going to sue." 

Here’s how the bill works: Bill AB32 requires the California Air Resources Board (CARB) to develop regulations and market mechanisms that will ultimately reduce California's greenhouse gas emissions by 25 percent by 2020. Mandatory caps will begin in 2012 for significant sources and ratchet up to meet the 2020 goals.  

In the interim, CARB will begin to measure the greenhouse gas emissions of the industries it determines as significant emitters.  This system is already in action
. The larger polluting companies are already looking for carbon credits now. Because the USA is lagging in policy, the companies have to look offshore. This is where Dorjee comes in. 
How many other carbon traders are beating a path to his door? 

We don’t know how many other carbon traders are trying to do deals with Arnie. But only Dorjee has Aceh, Papua, West Papua and all of Vanuatu; only Dorjee is pushing the orangutan extinction issue, only Dorjee is trying to stop the fires that contribute from 15-40% of global carbon emissions, and only Dorjee is going to turn up with a Governor who was a Free Aceh rebel. Dorjee’s package is absolutely unique, and this is what is likely to get him across the line. 

With California’s economic clout, Schwarzenegger’s profile, and his insistence that global warming should be mitigated immediately, it is clear that California is seen as the new Mecca of carbon trading.  It is very likely that many companies will be trying to do business there.  Dorjee’s advantage is that he will be accompanying Governor Irwandi.  Furthermore, by promoting “avoided deforestation” in Indonesia, and hence a reduction in the huge carbon-emitting fires, he will be making a far greater impact on climate change than other traders promoting simpler carbon credit deals.  The scale of Dorjee’s project and its potential impacts will certainly appeal to Governor Schwarzenegger.  

How will he assist Dorjee to meet his goal of raising 2 billion. What pressure can he really bring to bare on business in Calif.. What concrete support can he give to Dorjee. How will Dorjee go about getting the major companies to agree.  
Due to Bush’s enviro-recalcitrance, Schwarzenegger has built relationships with state governors – both within the USA and on foreign soil. This suggests that there is a strong likelihood he will do business with Irwandi and Dorjee when they visit the USA in September. Despite leading the USA in energy efficiency standards and environmental protection, California alone is still the 12th largest emitter of greenhouse gases in the world.  Schwarzenegger needs Irwandi’s forests so he can put his money where his mouth is.
Either Schwarzenegger can directly invest the State of California’s carbon-offsetting budget into Indonesia, or Californian companies can invest. It is completely within Schwarzenegger’s power to buy credits from Indonesia, and also to facilitate negotiations between Dorjee and California’s big carbon investors. A combination of both is the most likely scenario. 
New York State sought to offset between 50 and 100 million tonnes of carbon emissions. California’s offset will probably be an even higher figure.

Schwarzenegger has met with state leaders all over the northern hemisphere and with Australia’s own Steve Bracks, trying to set up green relationships. It’s very likely that he will gladly do the same with Irwandi. The difference is, Irwandi and Dorjee also have a pitch.

There’s a third option: working with the USA’s largest carbon trading market, the Chicago Climate Exchange in the state of Illinois. There, Governor Irwandi will meet with the state’s governor, and the senator who represents Illinois: Barack Obama, who is currently a presidential candidate.
Dorjee’s next steps in the USA are to establish relationships with the leaders he’s pitching to, which he’ll do on a trip in July-August. This will be followed up in September, when he’ll return with Irwandi to close the deals which have been under consideration.
What does it mean when he says that green technology is the next internet boom.. how does that relate to Carbon Trading and Dorjee. If it's fast becoming the dot com boom why is that, how is it working and where does Dorjee sit in all that. 

With his Hummers, his private plane and his delight in conspicuous consumption, Schwarzenegger is an unlikely environmentalist, but he's become a global salesman for the war on carbon. He, too, talks about green technology as California's next gold rush, its next Internet boom.
 His message is that the naysayers are wrong: you can clean up the environment and still have a growing economy with big houses and big cars. 

Booming business

Carbon trading (aka emissions trading, offsetting, or ‘cap and trade’) is one of the fastest-growing segments in financial services, and existing companies are scrambling for talent. Their goal: a slice of a market now worth about $30 billion, but which could grow to $1 trillion within a decade
.

The market is divided between voluntary and mandatory offsetting. Many business and finance juggernauts (Australia’s BHP
, Rio Tinto and Coopers Breweries amongst them) have voluntarily chosen to offset their carbon emissions
. Other companies are bound by their nations’ ratification of the 1997 Kyoto Protocol and for them, offsetting is mandatory. Either way, projections infer that emissions caps will become mandatory in all markets in the near future. Most political and business leaders are trying to get on board with cap-and-trade before they miss the boat
.

Simply put: companies are purchasing carbon credits to cancel out the emissions they produce. The credits, sold by entities which store more carbon than they make or produce less carbon than their cap, and are therefore in ‘credit’, are traded on a market very similar to a futures exchange. The largest market is in the EU 
. The companies are trying to become ‘carbon neutral’, which ultimately means stabilising the overall amount of carbon entering the atmosphere in order to slow climate change.

When Barclays decided to become carbon-neutral last year, Andrew Flett, the bank’s environmental manager, was surprised by the large number of small offsetting companies offering their services.  “It’s a carbon gold rush,” he said
. 

Louis Redshaw, the head of environmental markets at Barclays Capital, said “Carbon will be the world's biggest commodity market, and it could become the world's biggest market overall”. 

Dorjee’s achievements are such that he will soon be featured in the Wall Street Journal as a player to watch. His exclusive contracts with the governors of Aceh, Papua and West Papua mean that he carries some serious clout. And that’s not all: Dorjee has just secured a national exclusive on Vanuatu’s carbon credits. It’s now up to him to trade their 83 islands’-worth of unique, threatened rainforest
.

In its flourishing, wild-west exhilaration, the carbon trading boom resembles the gold rush and the dotcom explosion of the early 90s. Small traders are going to be eaten up or bought out, and Dorjee Sun plans to be doing the buying.  He has already bought up the Carbon Pool, the company that brokered the largest Australian emissions deal with BHP.  If the Indonesian deals are successful, Dorjee will be catapulted onto the world stage, and be a significant global player.
What will happen when Dorjee goes to California worst case scenario/ best case scenario.

Neither Dorjee nor Irwandi think in terms of “worst case” scenarios. If the meeting and agreement with Schwarzenegger/ California does not come off, Dorjee’s team will be pursuing the US Cap companies and the RGGI states.  (See below).
The US Cap companies are the major corporate players who have voluntarily signed up to cap their carbon emissions. Retail giant Wal Mart is near the top of Dorjee’s list.
The alliance of RGGI states (RGGI: Pronounced “Reggie”, stands for Regional Greenhouse Gas Initiative) 
 is a cooperative effort by Northeastern and Mid-Atlantic states to reduce carbon dioxide emissions. Should the deal with Schwarzenegger not go through, Dorjee has eleven other governors to pitch to, as well as the US Cap Companies. 
Dorjee’s ideal scenario is the deal with Schwarzenegger, because he is the greenest of all the governors and has – by far – the most powerful profile. Schwarzenegger has been the most vocal in his recognition of the need for strong and urgent action on environmental issues.
In terms of Indonesia they have issued a press release to say that they want to stop 50% 

of the peat fires but how will it be funded. Will they put their own money in or are they relying on dorjee and other carbon traders. 

Dorjee’s particular way of protecting the forest is called Avoided Deforestation, in which countries are paid to prevent deforestation that would otherwise occur. It is likely that the Indonesian government will rely heavily on external funds to protect their forests.  They have made public calls in the past for external funding for this purpose.  The forests Dorjee is now responsible for trading will almost certainly be logged and burned if his deals do not go through.  

The question is: can Dorjee raise more money from carbon finance than the Indonesians could raise by simply selling their land to palm oil companies? If not, the forest is going to burn.
How could the fires be stopped now in Aceh. Is it only with Dorjee's money that he raises. What happens to the farmers if they elect to become guardians of the forests and not clear their land? What sustainable / green industries can they engage in on their rainforest land that will not impact. What are their options for the future. Surely not to sit about and do nothing. Is this where our friend Patrick comes in.

Dorjee’s deals give the Governor of Aceh the economic weight to protect his forests, and keep the pressure from the large and very powerful logging and palm oil companies at bay.  In Jambi province, where our character Ahmadi lives, the Governor is less committed to protecting the forests.  The challenge for Dorjee and Patrick is to use the precedent from Aceh to show how the forests can be protected while still providing an economic benefit via the carbon trading deals.  

The solution for small farmers like Ahmadi is not yet clear.  This is part of the journey.  Will the answers developed by Patrick and the former Environment Minister, Emil Salim, be relevant and sufficiently attractive to stop the farmers setting fire to their patches of forest?  There are large areas of already cleared land for them to farm.  They will be able to carry on cultivating oil palm and other cash crops if they choose to, but the idea is that there will be a moratorium on clearing new land, especially by burning it.
Saving the forest requires action from two directions: on a grassroots level, (educating the farmers and exploring alternative income streams) and on a geopolitical level (altering policy and developing Avoided Deforestation mechanisms). Both ends of the spectrum are working towards a central goal: stopping the fires, and mitigating climate change.

Carbon Trading

Key Terms

Carbon credits: tradeable notional credits resulting from the reduction of greenhouse gases. Measured in tonnes of carbon dioxide 

Carbon offset: the production or purchase of a carbon credit intended to cancel out the effect of the purchaser’s emissions 

Kyoto protocol: international treaty, drawn up in 1997 and which came into effect in 2005. Required developed countries to reduce emissions by 5 per cent, compared with 1990 levels, by 2012. Administered by the secretariat of the UN Framework Convention on Climate Change. http://unfccc.int.

CDM: clean development mechanism, a provision of the Kyoto protocol by which developed country governments may meet their emissions reduction targets by funding emissions reduction projects in developing countries

ITL: international transaction log, the registry system aimed at ensuring all carbon credits issued under Kyoto are valid 

Additionality: principle that carbon credits should only be issued for projects that would not have happened without the financial incentive of carbon credits

CERs: certified emissions reductions, issued by the UN under the Kyoto protocol 

VERs: verified (or voluntary) emissions reductions, sold on the voluntary market

Voluntary market: unregulated market for carbon credits, outside the Kyoto protocol and the EUETS 

Voluntary carbon standard, ‘gold standard’: standards under which projects selling credits in the voluntary market can receive accreditation that they have met certain stringent criteria.
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