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Introduction

The goal of this document is to provide guidelines for ACUPCC institutions as they choose to engage in the voluntary carbon offset markets.  It is an accompanying document to the ACUPCC Voluntary Offset Protocol, and aims to expand on and interpret the principles laid out in the Protocol in order to provide more practical and concrete guidance to institutions as they consider investing in offsetting activities.  

The voluntary carbon markets are new, unregulated, and often confusing.  The latest thinking and best practices continue to evolve.  As a result, this document is not intended to be static, and may well be updated and changed based on new developments in the carbon markets, feedback from the ACUPCC community, or other yet unforeseen forces.  The most recent version of this document, as well as contact information to access the Working Group who contributed to its development, will be hosted online at: www.presidentsclimatecommitment.org/offsetprotocol.php. 

Carbon Offsets and the American College & University Presidents’ Climate Commitment

A strategic approach

The ACUPCC fosters a strategic approach to carbon management on campuses by providing for signatories a common framework, through which they each create their own unique plans with the same end-goal in mind: GHG neutrality.  From this end-in-mind perspective they then complete an inventory to get a sense of their current reality with regard to GHG emissions.  They can then evaluate and prioritize potential solutions into a Climate Action Plan.

For a campus Climate Action Plan to be effective as a model for society it should have the following goals:

1) Avoid GHG emissions as much as possible, as soon as possible through planning, design, and behavior changes;

2) Reduce direct GHG emission as much as possible, as soon as possible because of the long time that carbon dioxide remains in the atmosphere (50-150 years), front-end emission reductions have a greater environmental benefit;

3) Make all of the built infrastructure and operations as energy efficient as possible immediately, with the goal of making them GHG neutral, net energy generators as soon as possible;

4) Reduce fossil fuel dependent means of transportation of people, products and services to and from the campus;

5) Replace all fossil-fuel derived energy sources with clean, renewable energy sources for all energy use on the campuses;

6) Adopt an expanding boundary in terms of GHG emissions for which the institution takes responsibility, and make all purchasing meet sustainability and GHG neutrality principles;

7) After planning, funding, and initiating the above activities, evaluate the option to develop and/or invest in credible, real offsets.

Educational value

A key component of the ACUPCC Voluntary Protocol for Carbon Offsets is the educational perspective.  The “core business” of higher education is to educate students who will maintain a healthy, thriving civil society, and to generate new knowledge through research to do the same. 

As creating a fossil-free, GHG neutral, circular economy is necessary for maintaining a healthy, thriving civil society in this day and age, education and research on eliminating greenhouse gas emissions is crucial.  And—until it is possible to do business in a GHG neutral environment—engaging in the carbon offset markets can be an effective way of doing so. 

GHG Neutrality

The concept of “carbon neutrality,” “climate neutrality,” or “GHG neutrality” has been evolving and there is currently no universally agreed upon definition of the term. Some believe that the term “climate neutrality” is misleading because cutting GHG emissions does not necessarily neutralize the climate. “Carbon neutrality” does not necessarily encompass emissions of other greenhouse gases. Therefore, GHG neutrality may be the most appropriate term for the goals of the ACUPCC and is the terms used throughout this document. However, signatories should be aware that these terms are often used interchangeably. 

The ACUPCC Implementation Guide has used the term “climate neutrality” and defined it as: “For purposes of the ACUPCC, climate neutrality is defined as having no net GHG emissions, to be achieved by minimizing GHG emissions as much as possible, and using carbon offsets or other measures to mitigate the remaining emissions.  To achieve climate neutrality under the terms of the Commitment, all Scope 1 and 2 emissions, as well as those Scope 3 emissions from commuting and from air travel paid for by or through the institution, must be neutralized (ACUPCC, 2008, p.29).”
Also, a recent report from Clean Air-Cool Planet and Forum for the Future (discussed further in the “Role of Offsets in Climate Action Plans” section below) states the following definition for corporate climate neutrality, which may be relevant to signatories GHG neutrality goals:

“True corporate carbon neutrality means there is no net increase of atmospheric greenhouse gases from the existence of the company – or from a clearly-defined part of the company that accounts for a significant portion of the company’s overall climate impact (Clean Air-Cool Planet and Forum for the Future, 2008, p.4).”
Carbon Offsets Overview
The basic concept of carbon offsets

There is an urgent need to drastically reduce greenhouse gas emissions caused by human activities.  There is consensus among hundreds of the world’s top scientists that we need to reduce greenhouse gas emissions by 85% from year 2000 levels by 2050 in order to avoid dangerous impacts from climate disruption.
  Many scientists believe that we must do much more, much faster to avoid the worst impacts of climate disruption (Hansen, et al., 2008).  

The geographic origins of greenhouse gas (GHG) emissions are of little consequence because once they enter the atmosphere, the cumulative impact is largely the same with regard to contributing to global warming.  Therefore, the concept of carbon offsetting stems from the idea that the net result of reducing or avoiding one ton of carbon dioxide equivalent (CO2e) by financially supporting an activity elsewhere is equivalent to avoiding or reducing one ton of CO2e in one’s own activities.  Because mitigating one ton of CO2e elsewhere can be less expensive than mitigating one ton of one’s own emissions, markets for buying and selling carbon offsets have developed over the past ten years.  

The concept of carbon offsets is not without controversy.  From an organizational perspective, it is argued that given the magnitude of the challenge discussed above, it is essential for every organization to dramatically reduce, and eventually eliminate, their direct GHG emissions. From this perspective, reducing one’s carbon footprint by purchasing offset credits is ineffective, because the mitigation activities that generate the credits could have happened anyway.  Allowing organizations to ‘buy their way out’ of having to reduce their own emissions risks perpetuating current emissions levels and even continued growth in emissions levels.  

However, because there is not yet a comprehensive regulatory carbon market to cap emissions for all organizations and to phase-in reductions on that cap, those mitigation activities are not necessarily happening without the financial incentive provided by the sale of offsets. Further, some carbon offset activities can reduce more carbon per dollar than more expensive campus measures.  So from a global perspective, it is argued that offsets are an effective mechanism for achieving the goal of 85% reductions in global GHG emissions by 2050.  

A price on carbon

Much of the debate around carbon offsets revolves around the quality of the projects that generate the offset credits: Are the emissions reduction activities actually happening?  Do the activities create any other negative impacts (on climate, ecology, or society)?  Would the emissions reduction activities happen if not for the sale of offset credits? Are the credits being accounted for only once?  

These questions, and many more like them, are important, and addressing them is the central focus of the Protocol and this accompanying document.  However, it is important to keep in mind that the very act of offsetting puts a price on greenhouse gas emissions.  This price signal can be a powerful driver of real internal emissions reductions, because every ton of carbon dioxide equivalent that is not emitted represents one less offset that needs to be purchased. 

While incorporating offsets into Climate Action Plans is not necessary under the ACUPCC, and each institution will evaluate the use of offsets in accord with their unique circumstances, this internalization of the true cost of carbon is an important consideration in taking a strategic approach to GHG neutrality, and a potentially effective driver of internal reductions. 

Voluntary Carbon Markets

Historical context 

From theory to practice: The development of carbon offsetting
The first major, formalized mechanism for carbon offsetting came out of the Kyoto Protocol (under Article 12) and is known as the Clean Development Mechanism (CDM).  The CDM was created as a way to help industrialized countries, which accepted caps on their GHG emissions under Kyoto, meet their emissions reduction targets at lower cost, while at the same time involving non-industrialized countries, which did not have emissions caps, in the global carbon market, and delivering a development dividend by driving technology transfer and investment to promote sustainable development (UNFCCC, 1997).

There is a significant and growing body of resources and research on the CDM, and some of its attributes are discussed further in Section XX. 

Because of its history and structure, which includes independent verification and monitoring, host-country approval, and an Executive Board at the UN that gives final approval for the issuance of credits, the CDM credits – known as Certified Emissions Reductions (CERs) – are typically the offset of choice for compliance markets, such as the EU Emissions Trading Scheme (ETS).  However, CERs also play a role in the voluntary markets.  Companies that do not have mandatory caps on their emissions, as part of National Allocation Plans under the Kyoto Protocol or the EU ETS, also purchase CERs to voluntarily offset all or a portion of their emissions. 

In parallel to the development of the CDM, what has become generically known as the “voluntary markets,” emerged around the world.  Individuals, corporations, non-profits, government agencies, and other organizations motivated to take action on climate change for a variety of often interrelated reasons – such as moral and ethical concerns, frustration with the lack of a regulatory response, desires to improve public image and goodwill, etc. – began looking for ways to have a positive impact beyond the internal emissions reduction activities they were undertaking.  The voluntary markets were initially driven primarily by non-profit organizations working with corporations to address gaps in the carbon markets, and have grown to include a wide-variety of non-profit and for-profit participants (Bumpus, 2008).

The following sections draw directly from existing sources that document the emergence of carbon markets and carbon offsetting, and describe the progress to date in more detail.

AES Guatemalan tree planting scheme

“The beginnings of the ‘carbon offset’ idea can be traced back at least as far as 1977, when the physicist Freeman Dyson speculated that large-scale planting of trees or swamp plants could be a cheap means of soaking up excess carbon dioxide in the atmosphere. That, Dyson figured, would buy time during which ways of phasing out hydrocarbon use could be found.

“But it wasn’t until 1989 that the first forestry project funded explicitly to off-set greenhouse gas emissions was set up.

“Applied Energy Service, Inc. (AES), a United States based independent power producer, had been looking for a cost-effective technique for reducing carbon dioxide emissions at a new 183-megawatt coal-fired power plant in Connecticut in order to make the plant more acceptable to state regulators.

“On the recommendation of the Washington-based World Resources Institute (WRI), AES decided to try to ‘mitigate’ the plant’s carbon emissions by offering US$2 million to finance ten years’ worth of ‘land-use activities and multiple-use forestry projects’ in Guatemala (Durban Group, 2006).”

United Nations Joint Implementation (JI) and Activities Implemented Jointly (AIJ)

“In July 1992, representatives from 155 nations gathered in Rio de Janeiro for the United

Nations Conference on Environment and Development (UNCED)…

“Imbedded in the [Rio] agreement was the concept of Joint Implementation (JI) with other countries to reduce greenhouse gases. Investors financing these projects would be allowed to claim credits for the carbon emission reduction or carbon sequestration. These credits should be equivalent to the carbon sequestration derived from the investment, and investors would be allowed to use them to lower greenhouse gas related liabilities (e.g. carbon taxes, emission caps, etc.) in their home countries. The rationale of JI is that the marginal costs of emission reduction or CO2 sequestration are generally lower in developing than developed countries…

 “Dissatisfaction between G77 countries over the concept of JI led to a growth in opposition to this JI model. Perceived problems included that this was a mechanism for industrialized countries to avoid addressing the real issues of reducing emissions at source. It was also felt that developing countries might hand over all their cheap offset opportunities to industrialized countries in this initial phase while they had no commitments to greenhouse gas reductions…

“In the first Conference of the Parties (CoP 1) to the UNFCCC held in 1994, this dissatisfaction was voiced as a formal refusal of JI. Instead, a compromise was accepted to have a pilot phase during which projects were called ‘Activities Implemented Jointly’ (AIJ). During the AIJ Pilot Phase, JI projects were conducted with the objective of establishing protocols and experiences, but without allowing actual transfer of carbon credits between developed and developing countries (FAO, 2001).” 
The Clean Development Mechanism (CDM)

“The 1997 Kyoto Protocol obliged industrialized countries to reduce their emissions to specific targets by the period 2008-2012. A core principle in the Kyoto Protocol was to protect the climate system “for the benefit of present and future generations of humankind, on the basis of equity and in accordance with their common but differentiated responsibilities and respective capabilities (UNFCCC, 2007, Article 3.1).” The UNFCCC, by incorporating the principle of global cost effectiveness of emissions reductions (UNFCCC, 2007, Article 3.3), encouraged geographic and temporal flexibility to achieve these reductions (Dutschke and Michaelowa, 1998). In the negotiations leading up to the Protocol’s completion in 1997, the United States insisted on mechanisms for the trading of carbon permits, so that reductions in emissions could occur where they are more economically efficient. Poor nations were exempt from the Kyoto Protocol’s binding limits but, in what was to become a key provision, were able to participate in the global project of emissions reductions by hosting projects under the Protocol’s Clean Development Mechanism, or CDM. 

“The Clean Development Mechanism thus enabled developing nations to participate in the treaty by selling emissions credits, termed “certified emissions reductions” (CERs), to parties with commitments to reduce their greenhouse gases. These CERs were to be subject to a process of certification and verification by the U.N. accrediting body under the treaty before sale. Unlike allowance trading, in which Parties are granted a quota of emissions and may then trade under this cap, the CDM is a project-based approach to reducing emissions, with new credits continuously being created as new projects are approved. CERs are fungible with other carbon currencies under the Kyoto framework and mostly fungible with the currency of European Emissions Trading Scheme (ETS). It was intended from the beginning that the CDM would create sustainable development benefits for developing nations. Many developing nations saw the opportunity to bring substantial investments and new technology into their nations through CDM projects, for example through new energy efficient projects in China, or agro-forestry in the rural areas of Latin America or Africa; indeed, the language of the Kyoto Protocol mandates a dual goal of the CDM for both emissions reductions and sustainable development (Boyd, 2007).”

The World Bank Prototype Carbon Fund

“The Prototype Carbon Fund (PCF) is a $180 million mutual fund for project-based carbon emission reductions formed by the World Bank in response to the Kyoto Protocol. The Fund, owned by a group of 6 public sector and 17 private sector participants, is housed and managed within the Bank’s Carbon Finance Group within the ESSD vice presidency. The Fund is exclusively engaged in the two project-based Kyoto mechanisms, the Clean Development Mechanism (CDM) and Joint Implementation (JI), described above. Specifically, PCF intermediates first-of-a-kind CDM/JI transactions between fund participants and host countries during the markets pilot phase so that parties can gain knowledge, build confidence, reduce risks, and develop capacity to fully participate once Kyoto ratification is complete. While not a formal implementing arm of the Kyoto Protocol, the Prototype Carbon Fund is de facto facilitating the implementation of the Protocol by serving as an intermediary for prototype transactions in advance of Kyoto’s effectiveness…

“PCF was approved by the Bank’s Board in July 1999 and formally launched in January 2000. However, as early as 1996, the Bank’s Environment Department had proposed establishing a $100 million Carbon Investment Fund to facilitate project- based carbon trading (anticipated under Kyoto) (Kelly, 2004).”

 The United Kingdom Emission Trading Scheme (UK ETS)

“The UK had initiated an emissions trading scheme prior to the EU. Launched in March 2002, the UK ETS was, at that time, the first domestic economy-wide GHG trading scheme. Participation was on a voluntary basis for companies that took on absolute targets for reductions. The Government had also negotiated Climate Change Agreements (CCA) with companies that set energy-related targets in exchange for an 80% rebate from the Climate Change Levy, a tax on the business use of energy. Companies with CCA targets used the UK ETS either to buy allowances or to sell any over compliance. Penalties for non-compliance included the withholding of the tax discount and contraction of allowances. Only domestic credits could be traded under the UK ETS. 

“The 2005 ‘Scheme Report and Market Analysis’ indicated limited activity in that year (which ran from April 2005 to March 2006). The Scheme’s 33 “Direct Participants” were all in compliance and brought the total amount of emission reductions over the four years of the Scheme’s existence to 7 MtCO2e. On the whole, the Scheme was scheduled to reduce emissions by 11.9 MtCO2e for “Direct Participants” during the course of its duration (2002-2006).

“Final market reconciliation occurred in March 2007 with a report expected in the second quarter of 2007. Prices on the market have reportedly been around US$ 4.70 (£2.50) recently, slightly higher than before as participants get closer to final reconciliation. Roughly 320,000 tCO2e traded in the 2006 compliance year. Much of this trade occurred in December 2006 through February 2007 to meet a March 8 compliance deadline. Installations eligible for the EU ETS that opted-out and are currently covered by the UK ETS are expected to join the EU ETS on January 2007…

“A report commissioned by United Kingdom Department for Environment, Food and Rural Affairs (DEFRA) to review the first four years of UK ETS concluded, among other things, that the brief lifespan of the scheme, along with uncertainties regarding its future, had not helped companies make investment decisions with a longer-term horizon than the initial five year term of the scheme (Capoor, 2007).”

The Chicago Climate Exchange (CCX)

“The CCX’s unit of trade is the Carbon Financial Instrument (CFI), which represents 100 tCO2e. CCX CFIs can be either allowance-based credits, issued by emitting members in accordance with their emission baselines and the exchange’s reduction goals, or offset credits generated from qualifying emissions reduction projects. Offset based credits can only be used to offset 4.5% of members’ total emissions to meet the required cap reductions, so the vast majority of credits traded on the CCX are allowance-based… 

“While all CCX credits are transacted voluntarily, the exchange briefly had links to the regulated markets. In 2006, for instance, at least 1,000 European Union Allowances (EUAs) were transferred into the CCX by a multi-national member (only one transaction of this kind has been publicly disclosed). However, at the end of 2006, EUA prices for 2007 contracts plummeted, and this link between the two markets was suspended in 2007. In addition to EUAs, CCX members can also use CERs for compliance. However, given that secondary CER prices are currently trading at much higher prices than CFIs on the CCX, this option has not been exercised (Hamilton, 2008).”

The European Union Emission Trading Scheme (EU ETS)

“The EU ETS was inspired by the Kyoto Protocol but it is also independent of it. The EU ETS would not exist if it were not for the Kyoto Protocol and it is the ‘flagship measure’ by which the member states of the EU will meet their obligations under the Kyoto Protocol during the first commitment period from 2008 through 2012 (Delbeke (ed.), 2006). Yet, the EU ETS exists independently of the Kyoto Protocol. It was enacted before the Kyoto Protocol became legally binding in international and EU law and it would have become operational even if the Kyoto Protocol had not entered into force in February 2005. In particular, the trial or first trading period from 2005 through 2007 was wholly outside of the Kyoto Protocol, although conceived as a means of ensuring the EU’s compliance with the Kyoto Protocol during 2008-12, when the second trading period of the EU ETS would occur. Finally, the EU ETS is expected to continue beyond 2012 whatever the shape of the Kyoto Protocol or a successor agreement as concerns the post-2012 period.

“The EU ETS is a classic cap-and-trade system. However, it also contains some significant design differences from those reflected in cap-and-trade systems for other emissions that have been implemented in the U.S. The common features are that 1) an absolute quantity limit (or cap) on CO2 emissions has been placed on some 12,000 emitting facilities located in the European Union, 2) tradable allowances have been distributed to these facilities (typically for free) in an amount equal to the cap, and 3) these facilities must measure and report their CO2 emissions and subsequently surrender an allowance for every ton of CO2 they emit during annual compliance periods. The primary differences from U.S. experience with cap-and-trade mechanisms relate to how the cap is set, the process for allocating emission allowances, banking and borrowing provisions, the monitoring, reporting, and verification procedures, and the linking or off-system provisions…

“An important but less noticed complement to the Emissions Trading Directive is the Linking Directive, which was formally adopted in November 2004. Up to a certain limit, it allows affected installations to comply by submitting qualifying credits for emission reductions accomplished outside of the European Union. The only credits allowed are those created through the provisions of the Kyoto Protocol relating to the Clean Development Mechanism (CDM) or Joint Implementation (JI) and known respectively as Certified Emission Reductions (CERs) and Emission Reduction Units (ERUs). Even so, credits generated by certain CDM activities cannot be used for compliance in the EU ETS, namely, those associated with nuclear power and from CO2 sinks. Interestingly, however, credits generated by non-CO2 GHG emission reduction projects outside the EU are acceptable.

“The use of these credits by EU ETS installations for meeting compliance requirements is limited to be consistent with the supplementarity criterion of the Kyoto Protocol. This criterion aims at ensuring that a significant proportion of the expected reduction of emissions occurs within each country. While no specific limit is specified in the Kyoto Protocol, this criterion is generally understood to imply that at least half of the reduction implied by the country’s assigned limit must be accomplished domestically. In the case of the EU ETS, this limit on CER and ERU use is specified as a percentage of the allocation to an installation for most member states. Thus, if an installation’s allocation were 100, its emissions 115, and the limit on CER/ERU use 10 percent, it could use only 10 CERs or ERU’s for compliance. The remaining 105 allowances must be EUAs. This limit is specified in each member state’s National Allocation Plan (NAP) and it varies among member states and, in some cases, even by sectors within a member state (Ellerman, 2008).”

Japan’s Voluntary Emission Trading Scheme (JVETS)

“Japan’s Voluntary Emissions Trading Scheme (JVETS) aims to achieve a cost-effective and substantial reduction in CO2 emissions and to accumulate knowledge and experience relating to domestic CO2 emissions trading. The present commitments will lead to an emission reduction of 276,380 tons of CO2. 

“Under the scheme, the ministry subsidizes the installation cost of CO2 emission reduction equipment to help businesses that are actively attempting to reduce greenhouse gas emissions. In exchange for the subsidy, the participants are required to commit to a certain reduction in their CO2 emissions. In order to improve the cost effectiveness of the scheme, participants may trade allowances among each other toward compliance (PricewaterhouseCoopers, 2007).”

Snapshot of the voluntary market at present

“The VER [Verified Emissions Reductions] market is illiquid and quite subjective making it difficult to provide cast-iron values as like-for-like VERs don't readily exist.

“VCS [Voluntary Carbon Standard] and VER+ (along with the Gold Standard) are looking like the dominant VER standards as the plethora of certifications continues to consolidate, largely driven by the carbon offset companies whose preferences are based on a combination of what their clients request and what standards they feel will best stand the test of time. Sourcing these credits from CDM registered projects adds another layer of respectability and in turn increases the price premium over credits from non-CDM projects using less popular VER standards.

“Typically additionality is interlinked and as pertinent to VERs as to CERs. Most buyers after all want to ensure that VERs purchased are genuinely achieving environmental (and community-level) benefits. As VCS and VER+ credits are typically derived from CDM registered projects, the issue of additionality therefore is linked. In an unregulated, non-compliance market, these credits (+ Gold Standard) do offer a robust option for voluntary buyers (MacGiffin, 2008).”

In contrast to the above, the New York Mercantile Exchange’s Green Exchange is developing commoditized VER future contracts: 

“Initially, The Green Exchange intends to offer trading in global carbon-based contracts, such as carbon allowances (EUAs) under the European Union Emissions Trading Scheme, carbon credits (CERs) under the U.N. Clean Development Mechanism, and verified greenhouse gas emission reductions (VERs/VCUs) used in accordance with voluntary carbon standards (GreenFutures, 2007).”

Steve Howard, Climate Group president and a sponsor of the industry supported Voluntary Carbon Standard (VCS), on how the voluntary market and the VCS in particular will commoditize:

“The VCS is setting a credible floor for the market. There is scope to recognise other standards, where several discussions are under way. It is an umbrella. That is what the market needs. Obviously people will then be looking to projects with a standard that delivers real biodiversity benefits above and beyond the carbon benefits and real social justice benefits. But this is “a tonne of carbon is a tonne of carbon” standard. I think this will have a very good chance of becoming the underpinning standard but there is no desire to squash or squeeze other standards out of the marketplace.

“It is desirable to have as little consumer confusion as possible. The VCS is not trying to be an all-singing all-dancing standard that delivers absolutely everything you want. It is the delivery of the carbon component, saying this is credible carbon, and there will be other standards that will sit on top of that. And this is where we are at the beginning of this process (Howard, 2007).”

And a market survey wide third party perspective:

“Third party standards are important to both buyers and sellers on the OTC [over-the-counter] market because they help establish legitimacy and fungibility of VERs. In 2007, the rise of third party standards seems to have led to more VERs in the marketplace. The share of VERs transacted on the OTC market increased by about 8% points in 2007 from 2006…

“The role and rise of third party standards is considered by many market players to be THE major trend of 2007. Suppliers embraced the idea of standards as a means of proving their legitimacy, and buyers increasingly asked for certified credits as one means of avoiding "fool's gold."  Several standards, including the VCS and the VER+, were launched in 2007. Other already-established standards or protocols further defined their roles in the market, and stakeholders continued to debate the need for and advantages of additionality tests as well as the relative merits of rigor versus flexibility…

“The number of suppliers claiming retail-specific standards decreased significantly. These standards are being abandoned as retailers seeking to ensure the legitimacy of their credits now have the option of an array of developed third party standards (Hamilton, 2008, p.47-53).”

Role of offsets in Climate Action Plans

As a part of the ACUPCC, each individual institution will determine for itself what role, if any, carbon offsets will play in their Climate Action Plan.  These decisions will depend on the institution’s unique circumstances, goals, and culture.  

Point 4, Section I of the Protocol states: the primary responsibility is to act directly to reduce their own internal GHG emissions on campus.  Likewise, the ACUPCC Implementation Guide states: In general, signatories are encouraged to invest in on-campus emissions reductions before purchasing offsets, especially in the early stages when ‘low hanging fruit’ (i.e. relatively easy reductions with high returns on investment) are available.  

A common objection to offsetting is that it does not actually reduce an institution’s baseline.  However, offsetting does provide an additional financial incentive for reducing one’s own baseline.  Therefore, while a heavy reliance, solely on offsets is not suggested, incorporating offsets into Climate Action Plans from the start is available as one component of a strategic plan for climate neutrality. 

A recent report produced by Clean Air – Cool Planet and Forum for the Future, entitled “Getting to Zero: Defining Corporate Climate Neutrality,” provides useful guidance on the role of offsetting in climate action planning.  The report offers a “carbon management hierarchy” illustrated in Figure XX below. 
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Figure XX: The carbon management hierarchy (Burtis, 2008).

As noted above, incorporating carbon offsets into a Climate Action Plan from the start adds an additional financial incentive to reduce internal emissions.  Achieving climate neutrality is not a one-time accomplishment.  Each year that an organization claims to be climate neutral, its emissions must be avoided altogether or neutralized with offsets.  Therefore, institutions that use offsets to achieve climate neutrality early on will have the extra incentive to reduce internal emissions more quickly year over year.  Given the urgency of the climate crisis, incorporating offsets within the strategic context of a Climate Action Plan, that aims to reduce and eventually eliminate internal GHG emissions, as shown in Figure XX, is an effective strategy. 
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Figure XX: A goal for the future of climate neutrality without offsets.
Another common strategy, particularly in compliance markets, is to evaluate the cost-per-ton of reducing internal emissions as compared to the price-per-ton of a carbon credit.  Claims could be made that above a certain cost-threshold for internal reductions, investments in offsets would be more effective in terms of overall tons reduced per dollar invested.  Conversely, it could be viewed as irrational to invest in offsets while internal reductions are possible at a lower cost per ton.  

While this approach makes sense in the compliance markets, it is less relevant in the voluntary markets.  As the Clean Air – Cool Planet / Forum for the Future report points out, committing to climate neutrality is an act of climate leadership.  Because these acts of leadership are voluntary, aiming to simply comply at least-cost is not necessarily the best course of action.  Further, the question of investing in internal reductions vs. offsets need not be an “either/or” proposition.  

That said, an effective, strategic approach would look for emission reduction activities that have the highest cost-savings associated with them, and use those savings to invest in further emissions reductions and/or offsets.  

Neither the ACUPCC nor the participants in the offset protocol project are making prescriptive statements with regard to the Climate Action Plans of individual institutions.  However, given the urgency of climate crisis and the opportunities associated with taking a proactive course of action in pursuing climate neutrality, it is recommended that institutions take actions at each level of the carbon management hierarchy – avoiding, reducing, replacing, and offsetting – simultaneously and as soon as possible, with the ultimate goal of achieving climate neutrality through dramatic demand reduction and replacement of the remaining energy supply needs with clean, renewable, carbon-free sources. 

Communicating Strategy and Offset Policy

Effectively communicating with stakeholders the elements of a carbon management policy, and the role offsets play, is one of the most important – and often most challenging – aspects of a strategy.  An effective communications strategy can protect an institution from reputational risks associated with offsets, by making it clear that they are not a way to “buy one’s way out of the problem,” but instead are part of a broader strategy to reduce emissions and internalize the costs of carbon, while at the same driving real reductions elsewhere. 

It is not uncommon to hear remarks about organizations that make climate neutrality claims to the effect: “oh, they’re just doing it all with offsets,” when in fact the organizations have achieved significant internal reductions and have plans in place for more reductions in the future.  Even with great effort to make these emissions reduction actions and plans known to stakeholders, there can be a tendency to focus on the offsets and discredit other activities.  There may be no simple solutions to this dilemma, but it is but one example that underscores the importance of communicating climate action plans with stakeholders, and reinforcing the concept that offsetting activities are just a part of a broader strategic context, with the ultimate goal of eliminating greenhouse gas emissions. 

· Examples of good communications strategies – e.g. COA NetZero?

· Ideas for other good strategies

Offset Investment Options

Signatories looking to invest in offsets have the following options. For further details on finding an offset provider, see the “Selecting Offset Providers” section.
Purchasing Credits (retail)

Signatories can purchase offset credits through third-party providers at retail price. These providers can be either for-profit companies or non-profit organizations. Prices, project types, transparency, and quality standards vary among providers, so it is important to conduct thorough research before making a final selection.

Purchasing Credits (wholesale)

Offset credits are available from some third-party providers in bulk especially from projects producing a large number of reduction credits. The wholesale price would be lower than the retail price, but price will still vary among providers and project types.

Investing in projects

Instead of going through a third-party provider, signatories may opt to invest directly in projects that they want to support. In exchange for money invested, the signatory can claim emissions reductions produced by the project. In this case, the signatory will need to evaluate the project and the emissions reductions for all of the offset quality criteria described in the ACUPCC Protocol and in the discussions that follow.

Developing your own projects
Signatories may also decide to develop their own projects that can produce emissions reductions. These projects can similarly produce reductions that offset emissions from other sources on campus and could potentially be used in the future for the sale of offset credits once a signatory has reached a surplus of emissions reduction credits. Developing your own projects has the benefit of providing educational and training opportunities to students, staff, and the local community.

Key concepts related to offsets

Baseline emissions

Emissions reductions from an offset project are based on a baseline emissions scenario, also known as a business-as-usual scenario. “The number of credits generated by the project is equal to the difference between emissions in the baseline scenario and emissions resulting from the project. The key difficulty is that the baseline scenario is a hypothetical scenario; by definition it describes another reality, one in which the activity is not implemented as an offset project. As that scenario will never occur, there is no fail-safe way to divine with certainty what the results of that scenario would have been. The baseline must be explicit and concrete enough to allow an estimation of the corresponding GHG emissions, so that the benefits of the offset project may be calculated. Baselines should be calculated conservatively so as not to overestimate the achieved emissions reductions. The baseline must be based on verifiable information sources and documented in a confirmable manner (Kollmuss, Zink and Polycarp, 2008, p.18).”
Base year
According to the WRI/WBCSD GHG Protocol, the base year is “a specific year or an average over multiple years for tracking corporate GHG emissions over time. This term applies only to corporate or entity-wide GHG accounting, not to project-based GHG accounting (WRI/WBCSD, 2005, p.130).”

System boundary

Because no project exists in complete isolation, it is necessary to define its boundaries. The boundaries are physical and systematic, meaning there are clear definitions about where the project stops and with whom. Setting a boundary is complex since there will undoubtedly be contributions from and effects on people and places outside of the established boundary. “Some standards require specifying a boundary encompassing all the effects a project has on GHG emissions. Others do not explicitly spell out rules and guidelines on determining boundaries (Kollmuss, et al, 2008, p.32).” The WRI/WBCSD refer to a GHG assessment boundary that encompasses all of the primary and significant secondary effects of all project activities. 
Project quality concerns 

Transparent

A primary concern about offset projects is that they need to be transparent. In other words, the details of the project, including the type of project, duration, standards used, tests done, measurement, location, price, etc., are all known and made clear to the offset purchaser and any other stakeholders. Transparency is essential for ensuring a high quality offset and for knowing that all other quality needs are being met, but also because transparency furthers the goal of education on climate change and sustainability initiatives.

Real 
Perhaps the most important quality concern when it comes to offsets is assuring that the offset is real. There must be emissions reductions/avoidances that are, in fact, a result of the project activity and must result in an absolute net reduction of GHG emissions.

Additional 

Additionality is a fundamental test of legitimacy for carbon offsets. Tests for additionality attempt to determine whether a project would or would not have happened without the financial incentive provided by carbon offset purchases. However, this is complex to determine. The Offset Quality Initiative describes this complexity in their comments to the FTC:

“Because assessing additionality relies upon forecasting what would happen in a future without carbon funding, no assessment is perfect.  Additionality tests must be stringent enough to ensure the environmental benefit of offset projects, yet lenient enough to allow the carbon market to support desirable projects.  Additionality tests that are too stringent will falsely determine that many truly additional projects are non-additional; too much stringency prevents the carbon market from encouraging new low-carbon technologies.  Additionality tests that are too lenient will allow many business-as-usual projects to be considered additional by the carbon market; too much leniency means offsets will provide few environmental benefits.  The correct balance between the stringency and leniency of additionality tests depends upon the policy goals of a market or an offset buyer (Offset Quality Initiative, 2008).” (http://www.offsetqualityinitiative.org/documents/OQI_Comments_FTC_1_08.pdf) 
Project and Performance Tests

The majority of voluntary offset market projects as well as those that fall under the CDM base their additionality tests on project-specific assessment, which examines the unique circumstances of a project and the barriers to implementation it faces. This type of test determines a project-specific baseline from which to analyze what the emissions scenario would be if offset funding were not available. The time and labor involved in such tests is greater and, therefore, adds to transaction costs.

Performance-based additionality tests rely on benchmark performance standards to determine whether a project is additional. The advantages of such tests is that they are less subjective and ensure that all projects of the same type are subject to the same tests and standards. These tests streamline the process by reducing costs and shifting much administrative burden from project hosts to the standard-setting entity. However, the simplicity of performance tests is also their weakness. There is much potential for free-riders that have fallen below benchmark standards to produce offset credits, but may have happened anyway under a business-as-usual scenario. It can also exclude project types for which there is no benchmark in existence. It is also difficult to account for variations in markets and environments in different locations and does not fully account for leakage potential. The Voluntary Carbon Standard, RGGI, EPA Climate Leaders, and the California Climate Action Registry all use performance-based standards for assessing additionality.

It is possible to combine these two additionality testing methods into a hybrid assessment that attempts to balance the strengths and weaknesses of both project and performance testing.

Financial Additionality

Similarly to other additionality tests, financial additionality refers to the idea that a project could not have been implemented without the financial investment of offset purchases. The complication of testing for financial additionality is that it is based on future projections of what funding would be available to finance the project as well as on the expected return on investment from the project. However, it is impossible to predict with any real certainty whether this project would have happened without offset funding based on these financial assumptions alone.

Compliance—Regulatory/Legal

If a project is being implemented in order to meet legal or regulatory standards set forth by an official policy or industry agreement, it cannot be considered additional because the project must be implemented to meet those requirements. An exception to this would be credits that are produced by a project going “beyond compliance.” However, such credits would still have to pass other additionality tests. In the case of RECs (Renewable Energy Certificates), additionality can be tricky to determine. If RECs are purchased in order to meet renewable energy quotas, they are not additional, and therefore, not offsets. The issues around additionality and RECs is discussed further at the end of this document.
· PRACTITIONER PERSPECTIVE: Roy Morrison

Measurable​ 
Emissions reductions from offset projects should be measurable. Typically, GHG emissions are measured in CO2e, or carbon dioxide equivalents. Measures, like everything else, should be transparent. Also important is that project emissions avoidance, reduction, or absorption/sequestration need to be measured against a baseline of performance. Measurement can be complex depending on the type and duration of the project, however. In the case of bio-sequestration projects, for example, it is difficult to measure how much carbon is actually sequestered in a given timeframe by a forest and it is not entirely clear for how long carbon can be stored. It is important to understand when selecting offsets, how accurately a project can be—and has been—measured.

Permanent ​
Permanence typically refers sequestration projects and relates to the ability of soil, vegetation, the ocean, or geologic structures to permanently store carbon without releasing it. More generally it refers to the risks associated with projects that emissions offsets could at some point in the future be reversed. There are some attempts to deal with permanence risks through the use of reserve pools and insurance. Voluntary markets have dealt with permanence issues in various ways. Carbon stored in natural systems such as agricultural soils or forests may be especially vulnerable to loss, so permanence is often a special concern in these project types. There is further information on permanence issues and sequestration in the “Project Types” section.
Verifiable 

For an offset project to be considered legitimate, it needs to be verified by an outside party, independent of the project developer. Verification provides the necessary evidence that claimed emissions reductions are real and additional when compared to the baseline scenario. There are numerous third-party project auditors and the various offset standards in the voluntary market accept different forms of verification. Most commonly, reductions from offset projects in the voluntary market are sold as Verified Emissions Reductions (VERs). If an offset is sold as something that is not a VER, it is important to ensure that it has been verified by an independent third-party nonetheless. Voluntary Carbon Units (VCU) under the Voluntary Carbon Standard, Carbon Financial Instruments (CFI) under the Chicago Climate Exchange, and projects meeting ISO 14064 are all also independently verified.
Synchronous 
-additional guidance on timeframes that make sense/are reasonable?

The WRI/WBCSD Protocol refers to the valid time length for a baseline scenario as “the time period over which baseline emission estimates, derived from a baseline scenario or for the Baseline Scenario performance standard, are considered valid for the purpose of quantifying GHG reductions. Once the valid time length for the baseline scenario expires, either no further GHG reductions are recognized for the project activity, or a new (revised) baseline scenario or performance standard must be identified (WRI/WBCSD 2005, p.133).” The baseline scenario time length can be either static or dynamic and varies by project type. Dynamic time lengths tend to be more appropriate for electricity supply and LULUCF projects. Emissions reductions should only be considered valid offsets if they are from this valid baseline scenario timeframe, which should also match the time frame for the emissions that are being offset by the project’s reductions. 

Leakage

Leakage refers to the unintended impacts that a project might have outside of the boundaries of the project itself. In other words, the project may be reducing GHG emissions within the project boundary, but the project has also resulted in the increase of emissions somewhere else. Leakage is of particular concern within the context of forestry projects, where preservation or afforestation in one area may result in clear-cutting of a forest outside of the boundary of the offset project. Leakage cannot always be definitively accounted for and is addressed in different ways by different standards.

Cascading Benefits

The primary goal of an offset project is to avoid, reduce, or sequester GHG emissions in order to reduce contributions to climate change. In addition to this environmental benefit, however, projects can have additional social, environmental, and economic benefits that can promote a more complete approach to sustainability. Projects should at the very least take into account all direct and indirect social and environmental impacts that its activities produce. In addition, project developers should seek to mitigate any harmful impacts and take steps to produce net positive impacts. These might include providing jobs to the local community, implementing projects that have additional environmental benefits, such as preserving wildlife habitat, or creating healthy energy efficient buildings.

Enforceable

It will be important, once signatories decide on an offset strategy and process, that they have the appropriate leverage to enforce that offset investments have met all the criteria laid out.

Registering 

Registries play an important role in the offset markets by tracking credits and maintaining clear ownership and chain of custody of credits.  

The recent report from WWF, “Making Sense of the Voluntary Carbon Market: A Comparison of Carbon Offset Standards,” draws from testimony by Derik Broekhoff of the World Resources Institute, to explain the benefits of registries in the following way: “Carbon offset registries keep track of offsets and are vital in minimizing the risk of double-counting (that is, to have multiple stakeholders take credit for the same offset.) Registries also clarify ownership of offsets. A serial number is assigned to each verified offset. When an offset is sold, the serial number and “credit” for the reduction is transferred from the account of the seller to an account for the buyer. If the buyer “uses” the credit by claiming it as an offset against their own emissions, the registry retires the serial number so that the credit cannot be resold. 
“Registration and Enforcement Systems must include: 

· A registry with publicly available information to uniquely identify offset projects. 

· Serial numbers for each offset credit generated by each project. 

· A system to transparently track ownership of offsets which makes it possible to track each offset to the project from which it originated. 

· A system to easily check on the status of an offset (i.e., whether an offset has been retired). 

· Contractual or legal standards that clearly identify the original “owner” of emission reductions. 

· Contractual or legal standards that spell out who bears the risk in case of project failure or partial project failure (e.g. who is responsible for replacing the offsets that should have been produced by the failed project). 

(Broekhoff, 2007)

“Obtaining offsets directly through a registry simplifies the delivery process significantly, as buyers simply establish an account into which the registry transfers the purchased offsets. In so doing, the buyer is assured of both the quality of the purchased offsets (as only offsets that meet the registry’s standards are transacted) and their ownership of the offsets, since they are deposited directly into the purchaser’s account…

“There is no one single registry for the voluntary market. Registries for the voluntary market have been developed by governments, non-profits, and the private sector. Some of the registries are tied to certain standards whereas others function independently. Most voluntary standard registries are still in the planning stage and not yet operational…

“Furthermore, buyers must obtain all rights and titles to the emission reductions and assurance that the provider did not and will not double-sell the offsets. This confirmation usually takes the form of a “transfer of title and ownership” document signed by the provider. However, unless the provider engages an independent third party to verify its internal processes, the buyer cannot be sure that the provider has truly retired the stated amount of offsets. This form of delivery is often time-consuming, may require extensive negotiations, and demands a great deal of know-how on the part of the buyer. It is therefore only suitable for deliveries of large quantities of offsets (WWF, p.39-40).”

The Protocol calls for credits to be registered with a well-regarded registry.  While the standards for what makes up a strong registry are not universally agreed upon, and are likely to change, the following characteristics, in addition to those presented in the WWF report, above, are the characteristics of a suitable registry:

1. Scope of coverage: 

a. Covers all six major GHGs, not just CO2   

b. Reports emissions reductions from project start-up to end of engineering lifetime  

c. Establishes Base Year emissions as 2006 or later for new projects 

d. Requires annual reporting and publication of emissions data

2. Establishes baseline emissions from historical data or from a directly comparable project that might be built in the same jurisdiction in the absence of the proposed offset project 

3. Establishes the boundaries of reporting entity on the basis of either : 

a. Management control 

b. Financial control 

c. Equity share 

4. Requires reporting of direct emissions from project-related activities and indirect emissions from electricity used within project boundaries: 

5. Allows use of either direct measurement or calculation methods for estimating emissions 

6. Maintains provision for de minimis or threshold levels (for which reporting is not required) 

7. Requires monthly measurements of emissions and at least annual reporting 

8. Maintains specific reporting protocols for biogenic sources of emissions 

9. Clearly identifies key source documents for all reporting protocols

10. Requires verification of emissions reductions by an independent third party that is accredited by the jurisdiction in which either the project or the registry is located  

11. Maintains a serialized record of all emissions reductions that have been verified by an independent third party verifier and certified by the registry as having been achieved by the project

12. Maintains a clear record of the chain of custody for all emissions reductions certificates that have certified by the registry

13. Maintains adequate requirements for transparency and annual public reporting of all significant project-related activities
14.  Has clear requirements for certification of independent third parties as: 

a. Certifiers 

b. Verifiers 

The CDM, Gold Standard, Plan Vivo, and the CCX are all standards which have their own registries. Details of these standards are described in more detail below. In addition to these, the following are some other well-known registries for the voluntary offset market:

The Blue Registry

TUV SUD established the Blue Registry as a dedicated platform for the trade of certified VERs and RECs. All VER+ projects (see Standards section below) must be registered on the Blue Registry. It provides transparent and publicly available information on credit type, ownership of credits, and their vintage. “TUV SUD aims for the registry to become a ‘master’ registry for voluntary carbon credits, including CCX CFIs and Voluntary Carbon Standard VCUs (Ecosystem Marketplace, 2008, p.61).”

California Climate Action Registry (CCAR) & Climate Action Reserve (CAR)
The California Climate Action Registry (CCAR) is a private non-profit that was founded by the state of California. It has over 300 members, including corporations, universities, municipalities, and government agencies, who voluntarily measure, verify, and publicly report their GHG emissions and reductions.

The Climate Action Reserve is a division of CCAR that has been developed to serve as a standard and registry for GHG reduction projects. It has standardized GHG reduction project protocols for different industry sectors. Reductions must meet the CAR criteria and be independently verified by a third party. Reductions from projects are then registered on the Reserve website in Carbon Reduction Tons (CRTs) and serialized to prevent double-counting and ensure ownership and permanent retirement. The website provides a project description, location, vintage, serial number, and reduction totals in metric tons of CO2e. 

The Climate Action Reserve currently allows livestock waste management, landfill methane capture/combustion, forest conservation/management, and afforestation/reforestation projects that meet performance-based additionality tests.

It is important to note that “the Reserve provides a tool to register projects and track their associated emission reductions. It is not a place where anything is bought, sold, or traded. The actual sale or purchase of CRTs takes place directly between a buyer and seller outside of the Reserve. After a sale takes place, the parties inform the Reserve and the CRTs are moved from one account to another (CCAR, 2008).”
There are fees associated with the registry. The following is a link to its fee structure: http://www.climateregistry.org/resources/docs/offsets/account-registration/fee-schedule.pdf  
CCAR: http://www.climateregistry.org
Climate Action Reserve: http://www.climateregistry.org/offsets.html
The ERT GHG Registry
http://ert.net/ghg/
The Environmental Resources Trust (ERT) created the GHG Registry, a private emissions registry, in 1997 to provide a platform for major U.S. companies and other private sector entities to track emissions. The GHG Registry provides an infrastructure for domestic and international GHG reductions trading in the form of serialized VERs. They also plan to expand the registry into the trade of other environmental commodities. The GHG Registry claims to provide transparency over ownership claims and documentation of GHG reduction environmental integrity. 

Double counting 

Double counting is what happens when an emissions reduction credit gets counted by more than one reduction or offset goal or entity. For example, if a credit were counted toward meeting a city or state’s reduction target, but was also sold as an offset to an outside institution, that would be a case of double counting. Since the goal of offsetting is to reduce the net GHG emissions put into the atmosphere, counting the same reduction twice does not get us any closer to that goal. Double counting is of particular concern with regards to renewable energy projects and REC purchases. This is discussed in more depth in the final section of this document on Renewable Energy Credits.
Retirement mechanisms
When an offset credit is purchased, it can be retired so that it will only be counted against the institution’s inventory and can no longer be traded, or counted against any other organization’s emissions. Retiring offsets is a principle of the Protocol because the primary goal of offset purchasing under the ACUPCC is to offset emissions from the institution’s annual greenhouse gas inventory. If offsets are to be recognized as offsetting a portion of an institution’s emissions inventory, they must be retired upon purchase and not held for future trade.

There are three basic ways in which an offset credit can be retired:

· Through a third party (such as a registry where the offsets are tracked).

· By the original owner (upon sale to the purchaser).

· Self-retirement (by the end-user, after the credits are purchased and applied to offset their own emissions).

The Protocol specifies that credits should be retired once they are counted against an institution’s GHG emissions inventory.  However, this does not necessarily preclude institutions from selling or reselling offsets without applying them to their own emissions.
Selling or reselling offsets 

Selling of offsets that are generated by projects on college/university campuses could make sense within an institution’s climate action plan on a case-by-case basis.  However, with regards to reselling purchased offset credits, as discussed in the “retiring” section above, resale of offsets does not generally meet the intent of the ACUPCC or the Protocol as offsets should be used for reducing the institution’s climate change impact. As discussed, credits must be retired in order for them to be applied against an institution’s annual inventory.

Existing offset standards 

COMPARATIVE MATRIX TABLE—to be added later
Clean Development Mechanism (CDM)

http://cdm.unfccc.int/index.html
Basic Description:

As described in Section XX, above, the Clean Development Mechanism (CDM) was created as a ‘flexibility mechanism’ as part of the Kyoto Protocol, to help nations achieve their emissions reduction targets in a cost-effective way.  The CDM allows projects that reduce or avoid emissions in developing countries (or “non-Annex I countries”) to generate credits that industrialized signatories (or “Annex I countries”) can buy and use to help meet their emissions reduction targets (UNFCCC, 1997).  In early negotiations, it was decided that CDM projects, in addition to avoiding or reducing GHG emissions, must also assist ‘host’ countries (the non-Annex I countries, in which the projects take place) in achieving sustainable development.  

The CDM is administered by the CDM Executive Board (EB) under the UNFCCC.  Project developers create methodologies for different project-types that must be approved by the EB.  To date there are over 100 approved methodologies for various project types, which address how issues such as determining baseline, additionality, leakage, etc. are to be handled. Throughout the project development cycle, projects must be approved by an entity in the host country, known as the Designated National Authority, must be verified by a certified independent third-party auditor, known as a Designated Operational Entity, and must be approved by the EB before credits are issued.  Projects are also monitored on an ongoing basis with oversight from the EB. Registered project, approved methodologies, and other information about the CDM can be found at http://cdm.unfccc.int. 

Compatibility with ACUPCC Protocol: 

Many CDM projects are likely to be compatible with the ACUPCC protocol, however many would not be.  A major differentiating factor is that the ACUPCC protocol calls for absolute reductions in emissions, whereas many CDM projects involve avoided emissions.  For example if plans to electrify a region with coal power were under consideration, a CDM project developer could fulfill that latent demand with wind power instead and register the project under the CDM.  Because there were no emissions before the project, the project activity did not result in a reduction in actual emissions – but instead avoided emissions that may have happened.  Because the CDM was developed in the context of international negotiations where sustainable development in less industrialized countries was an explicit priority, the avoidance of possible future emissions, rather than the reduction of actual current emissions, is a key component.  In the context of the ACUPCC, the priority is on dramatically reducing existing emissions, and therefore, that is a component of the ACUPCC protocol. 

Another unique component of CDM projects is that they must take place in non-Annex I countries.  While the ACUPCC protocol is not prescriptive with regard to geographic location of projects, it does call for transparency and educational value in offsetting activities.  Many practitioners feel that the best way to ensure real reductions, transparency, and educational value is to engage in local or regional projects, in order to enhance direct contact and engagement by students and other members of the community in the offsetting process.  However, integrity, transparency, and educational value can certainly be components of CDM projects, so the geographic location constraints of the CDM do not necessarily impact its compatibility with the ACUPCC protocol.

Gold Standard (GS)

http://www.cdmgoldstandard.org/how_does_it_work.php?id=44
Basic Description

The Gold Standard was developed by the WWF. It was initially started as a standard to supplement CDM projects, but has since expanded to cover voluntary market projects as well.  As of 2008, it joined with APX to develop the Gold Standard VER Registry. The Gold Standard accepts renewable energy and energy efficiency projects. 

Compatibility with ACUPCC Protocol

The Voluntary Gold Standard is generally compatible with the ACUPCC Protocol’s goals and principles. Because this standard does not allow for land use and forestry projects, it minimizes some concerns about permanence, measurement, and linkage that are associated with such projects. The Voluntary Gold Standard also allows projects from a wider range of host countries, not just those involved with the CDM, providing more choice for the institution about geography of the project and the types of sustainability initiatives and cascading benefits that are provided by the project. However, consideration should be given to projects that fall under their standard with regards to emissions reduction vs. emissions avoidance as was discussed in the previous section.  The Gold Standard determines additionality according to a strict project-based methodology. However, special consideration should be given to additionality and ownership concerns with regard to grid-connected renewable energy reductions (see REC discussion a the end).

Voluntary Carbon Standard (VCS)

http://www.v-c-s.org/
Basic Description

The Voluntary Carbon Standard was initiated by the Climate Group, the International Emissions Trading Association, and the World Economic Forum in 2005. Since then, the World Business Council for Sustainable Development has joined the initiative as a founding partner and the most recent version of the standard was released in November 2007. The standard requires that offsets be real, additional, measurable, permanent, unique (not double-counted), and independently verified. It has created the tradable offset credit called the Voluntary Carbon Unit (VCU), which is equal to one metric ton of CO2e. The VCS also has a project database and multiple registries for tracking VCUs and their chain of ownership. Approved programs currently include UNFCCC Clean Development Mechanism and Joint Implementation as well as the California Climate Action Registry. 

The VCS accepts agriculture, forestry, and land use (AFOLU) projects under their program. There is a separate guidance document on complying with the VCS for such projects available at: http://www.v-c-s.org/docs/AFOLU%20Guidance%20Document.pdf. Currently, the VCS has approved the CDM methodologies for baseline scenario determination, monitoring, and project-based additionality tests. Alternatively, it also accepts performance based standards for additionality or a positive list of approved technologies (WWF, 2008, p.60). The VCS plans to launch its own registry soon.

Compatibility with ACUPCC Protocol

A concern regarding the VCS is that it does not focus at all on social or environmental benefits beyond the emissions reduction. In fact, the VCS only requires showing that the project is compliant with local and national environmental laws. This is not in line with the ACUPCC Protocol’s emphasis on investing in projects with cascading social and environmental benefits. Additional concerns about the VCS raised by the World Wildlife Fund report include verification issues, additionality methodology concerns, and too long a crediting period (WWF, 2008, p.60-61). Given the influence of those behind this standard, it is likely to become one of the leading standards, but it remains to be seen whether it will be able to meet all of the criteria of the ACUPCC Protocol.

Green-e Climate

Basic Description

Green-e Climate, developed by the Center for Resource Solutions, the same organization that developed the Green-e Energy program for RECs, has created as a consumer protection program. It is a certification program for voluntary carbon offsets sold on the retail market. 
“Green-e Climate Certified GHG emission reduction products must contain only real, measured, permanent, verified, and beyond business-as-usual GHG emission reductions.” Certification is given only to offsets sourced from projects certified by Green-e’s endorsed programs, which include, with some exceptions: Gold Standard VERs, Voluntary Carbon Standard (VCS), Clean Development Mechanism CERs, and renewable energy emissions reductions certified through the Green-e Climate Protocol for Renewable Energy.

Compatibility with ACUPCC Protocol

The Green-e Climate standard is mostly compatible with the ACUPCC Protocol in its quality measures. There are some concerns around double-counting, ownership, and additionality issues with regards to RECs (see Renewable Energy Certificate discussion at end of document).

Climate, Community, & Biodiversity Standards (CCBS)

http://www.climate-standards.org/
Basic Description

The Climate, Community, & Biodiversity Standards (CCBS) are intended as a standard used to evaluate land-based carbon mitigation projects. CCBS uses a scorecard of required and optional criteria and projects can be approved or validated as silver or gold. CCBS uses the methodologies of the IPCC’s Good Practice Guidance to ensure net positive climate impacts along with other methodologies to ensure net positive biodiversity and community impacts. 

Compatibility with ACUPCC Protocol

The CCB Standards could be a useful tool for evaluating projects for the “cascading benefits” described in the Protocol. The requirements for the standard also account for leakage, transparency, and additionality while emphasizing ongoing monitoring and training. The standards also give higher ratings to projects that incorporate climate change adaptation features into the project in addition to mitigation efforts. Also consistent with the goals of the ACUPCC, the CCB standards emphasize capacity building, education, and training. 

LULUCF projects often have difficulties associated with them in terms of clearly demonstrating that they are permanent and measurable.  However, that is not to say that these types of projects could not potentially be structured in such a way so as to overcome these difficulties.  Section XX provides a more in-depth discussion on the issues associated with LULUCF projects.
Chicago Climate Exchange (CCX)

Basic Description

The Chicago Climate Exchange (CCX) was launched in 2003. It is a voluntary, yet legally binding emissions trading system with offset projects from around the world. The project types include agricultural methane capture, agricultural soil carbon sequestration, landfill methane capture, forestry carbon sequestration, energy efficiency and fuel switching, renewable energy, coal mine methane capture, rangeland soil sequestration, and ozone depleting substance destruction. CCX functions as a voluntary cap and trade system, which operates with the trading of Carbon Financial Instrument (CFI) contracts in the form of allowances and credits. The CFI represents 100 metric tons of CO2e. Institutions can sign on to me members of the CCX. Members making the legally binding commitment right now would be signing on to Phase II, which requires 2010 emissions 6% below a baseline scenario equal to either the average annual emissions from 1998-2001 or the single year of 2000. It is not clear what members will commit to after 2010 goals have been completed. Emissions are reported annually and verified by the third-party auditor, FINRA. There is an enrollment fee plus annual fees for membership, which are based on baseline emissions. Offset projects are verified “to guarantee transparency, rigor and integrity” by a variety of approved verifiers, which are listed on the CCX website: http://www.chicagoclimateexchange.com/content.jsf?id=102. 
Compatibility with ACUPCC Protocol

There is gathering consensus that U.S. climate policy is heading towards a cap and trade system. While the CCX is currently a voluntary system, the commitment is legally binding and operates in anticipation of future regulatory cap and trade schemes. Some institutions may see membership in CCX as an opportunity to anticipate and prepare for this type of regulatory scheme. Some concern over the CCX is its relatively minimal emissions reduction requirement, which can be achieved through the purchase of offsets within the trading system. The ACUPCC and its Voluntary Offset Protocol emphasizes taking aggressive steps toward direct emissions reductions prior to offset purchases. Therefore, CCX membership may not be a relevant commitment for many signatories at this stage. However, given the recommended actions of the ACUPCC, institutions may find the CCX commitment a simple one to fulfill and decide that CCX membership provides a straightforward program for the purchase of offset credits. 

Permanence of offset projects could be seen as a concern under the CCX system given that projects are only monitored/verified while the offset supplier is a member of the CCX. There are no guarantees about what could happen to a project after a supplier is no longer a member of CCX, and especially given the number of land use and sequestration project types allowed under the program, permanence of emissions reductions from such projects cannot be guaranteed.

Plan Vivo

http://www.planvivo.org/
Basic Description

Plan Vivo is an offset standard for small-scale LULUCF projects in developing countries. More specifically, they currently have 3 projects in Mexico, Uganda, and Mozambique. They produce ex-ante credits called Plan Vivo certificates. They maintain their own registry of these credits. The standard does not currently work in conjunction with any other standards. The LULUCF projects focus on sustainable development and improving rural livelihoods and ecosystems. The standard employs project-based additionality testing and has mechanisms in place to reduce chances of leakage and to assure permanence. Permanence measures include re-planting any trees and vegetation lost to weather or harvesting, continuous monitoring, providing sufficient land to farmers so that additional harvesting will not occur, and establishing a risk buffer reserve of carbon credits. 

Compatibility with ACUPCC Protocol

LULUCF projects often have difficulties associated with them in terms of clearly demonstrating that they are permanent and measurable.  However, that is not to say that these types of projects could not potentially be structured in such a way so as to overcome these difficulties.  Section XX provides a more in-depth discussion on the issues associated with LULUCF projects.
VER+

Basic Description

The VER+ standard closely follows the CDM/JI standards and methodologies, but is intended for the voluntary market and for CDM pre-registration credits. This standard was developed by TUV SUD, which is a DOE for CDM projects. Projects under other standards can receive VER+ certification after passing an “equivalency check.” It allows all projects except for HFC, nuclear, and large hydropower over 80MW. Hydro over 20MW is permitted if in compliance with the World Commission on Dams rules. LULUCF and REDD projects are only allowed if buffers are also provided to prevent against impermanence issues.

Compatibility with ACUPCC Protocol

The VER+ standard is in many ways compatible with the principles of the ACUPCC Voluntary Offset Protocol. However, there are a couple of concerns of which to be aware. Projects are allowed in any country, but concerns have been expressed about the potential for double-counting in Annex 1 countries (WWF, p.67). The VER+ standard also has no focus on co-benefits of a project. There are no provisions of the standard that would require evidence of additional social, economic, or environmental benefits from the project. Since cascading benefits are an emphasized principle of the ACUPCC Protocol, it would be necessary to determine independently of the VER+ standard if such cascading benefits were present to ensure overall net positive environmental and social benefits from the project.

Voluntary Offset Standard (VOS)

http://www.carboninvestors.org/documents
Basic Description

The Voluntary Offset Standard was launched by the International Carbon Investors and Services (INCIS) in June of 2007. It is more of a screening tool than an independent standard, which accepts other standards and methodologies based on a set of screening criteria. Currently it accepts the Gold Standard VER and projects that use CDM methodologies but are implemented in countries that have not ratifies the Kyoto protocol and are, therefore, not CDM eligible. More specifically, it allows for projects in countries with no GHG allowance trading scheme. The standard does not allow any new HFC projects nor any hydro projects over 20MW unless complying with the World Commission on Dams guidelines. They are currently planning to create a registry.

Compatibility with ACUPCC Protocol

Given its similarity to the VER+ standard, it is compatible in much the same way. Unfortunately, it is more vague than VER+ and does not currently provide many specific details on procedures and screening criteria. However, it is an important standard of which to be aware as the carbon market continues to evolve because the INCIS consists of many large and influential financial players. Therefore, there is much potential for the VOS to become influential in the voluntary carbon market.

Social Carbon (CARE Brasil Social Carbon Fund)

http://64.233.169.104/search?q=cache:JTsU6ako-owJ:www.care.org.br/release/release_social_carbon.doc+Social+Carbon&hl=en&ct=clnk&cd=1&gl=us&client=firefox-a 
Basic Description

 “With operations based in Brazil, CARE Brasil Social Carbon Fund will invest in projects in Brazil in the context of the CDM (Clean Development Mechanisms), generating a return for their investors through ERC (Emission Reduction Credit) Certificates, negotiable credits under Kyoto Protocol mechanism and VCMs (voluntary carbon markets). The purpose is to implement projects that will actually contribute to reducing global climate changes, conserving biodiversity and sustainable development, working with ethically, socially and environmentally correct rules, based on the Social Carbon concept. The purpose of the Fund is to tap US$ 55 million with investments converted into CO2-equivalent tons, with a view to generating 5 million carbon credits. The minimum investment is US$ 50,000. During the effectiveness of the Fund, about 14 to 20 projects will be developed, where the Fund’s resources will be applied….

“Social Carbon is an assessment and follow-up methodology to ensure the transfer of social and economic benefits to the communities of areas where those carbon sequestration and reduction projects are implemented. That concept emerged from the need to making sure that the projects developed to reduce or eliminate emissions of gases that destroy the ozone layer may significantly contribute to sustainable development, incorporating transparent methods of access and measurement for the benefits offered to the communities involved in the projects and ensuring that the environmental services provided by those communities are appropriately compensated. The Social Carbon methodology improves project effectiveness because it values local communities, their usages, traditions, production systems, being mainly concerned with the potentials of communities and taking into account the region’s power relations and political scene. The projects developed using the Social Carbon methodology are more reliable, stable and cost effective, because the investments made balance the development of social and economic aspects of the local environment therefore enabling a greater long-term return. The Social Carbon methodology is a Brazilian concept that emerged during the implementation of the first carbon sequestration project, developed by Instituto Ecológica in the surroundings of Ilha do Bananal in the State of Tocantins. Source: Instituto Ecológica (CARE Brasil, accessed 2008).”
Compatibility with ACUPCC Protocol

The Social Carbon program consists of sequestration projects in Brazil. Therefore, any of the permanence or other concerns associated with such projects will need to be addressed. Social Carbon clearly places an emphasis on cascading social and environmental benefits. However, not much information is currently available regarding several of the quality criteria and methodologies discussed in the ACUPCC Protocol and in this guidance document. Further investigation of this program and its quality standards will be necessary before the ACUPCC can fully recommend this lesser-known standard for offset projects. 

Federal Trade Commission

http://htc-01.media.globix.net/COMP008760MOD1/ftc_web/FTCindex.html#Jan8_08 http://www.ftc.gov/os/comments/carbonworkshop/index.shtm 

Basic Description

In January 2008, ten state attorneys general asked that the Federal Trade Commission (FTC) develop a set of standards for businesses selling offset credits. The FTC has been accepting comments and holding public meetings related to carbon offsets and RECs as part of development of its Guides for the Use of Environmental Marketing Claims, an attempt to protect consumers from deceptive or inaccurate environmental claims. While not a standard per se, and though nothing concrete has been released yet, the FTC has been collecting comments, which can be viewed on its website, and any standards released are sure to be play a significant role in the future of the voluntary and compliance offset market.

Reporting and Accounting Frameworks

ISO 14064

Basic Description

ISO 14064 is the GHG emissions standard from the family of standards produced by the International Organization for Standardization. The goal of this standard is to provide guidelines on reporting, validation, and verification of an organization’s GHG emissions and of projects’ emissions reductions. However, ISO does not certify or register emissions reductions, nor does it have project-specific requirements for meeting the standard. Its guidelines call for a project-based additionality test, but does not require it as it defers to the requirements of a GHG program. 
Compatibility with ACUPCC Protocol

ISO 14064 is a carbon offset reporting, monitoring, and verification protocol. It should not be viewed as stand-alone standard. Therefore, while it is a good reporting standard and serves as a baseline for many other offset standards, signatories should not view it as satisfactory quality assurance on its own. 

WBCSD / WRI GHG Protocol for Project Accounting

http://www.ghgprotocol.org/
Basic Description

The GHG Protocol for Project Accounting stems from a 10-year partnership between the World Resources Institute and the World Business Council on Sustainable Development. The protocol provides the accounting framework for most offset standards, programs, and registries. It requires annual monitoring and GHG reduction quantification reports. This protocol has a significant influence in the field of GHG reductions and offsets. In addition to being the basis for GHG project accounting, the WRI/WBCSD is also responsible for the commonly used GHG inventory. In addition to the original protocol, the WRI/WBCSD also has supplementary accounting documentation for LULUCF projects as well as grid-connected electricity projects.

Compatibility with ACUPCC Protocol

It is worth acknowledging that while the GHG Protocol provides a detailed accounting framework, it does not provide clear guidance on local sustainable development goals, stakeholder consultation, ownership of reductions, third party verification, nor does it require any particular additionality test. “Instead, additionality is discussed conceptually….Additionality is incorporated as an implicit part of the procedures used to estimate baseline emissions…where its interpretation and stringency are subject to user discretion.” (WRI/WBCSD 2005, p.8) The protocol does provide detailed information on performance, project-based, and timing additionality tests, however, and also gives attention to temporal issues related to the baseline scenario and validity of reductions (see Synchronous section). 

The WRI/WBCSD provides supplementary guidance documentation for LULUCF project accounting. This guidance can be useful to signatories in its attempts to provide advice on managing the risks of reversibility (non-permanence concerns) of such projects. The document describes actions that can prevent or mitigate the reversibility of GHG reductions, such as: easements, reduced projects type/site selection, prevention measures (planting multiple species, spacing out forest sections), developing contracts that would require replanting or replacement of reductions, including GHG reduction in insurance contracts, and maintaining portfolios or buffers. WRI/WBCSD does not prescribe any on of these strategies; they simply provide guidance for those projects seeking to address permanence concerns.

http://www.ghgprotocol.org/files/lulucf-final.pdf 
With regards to grid-connected electricity projects, the WRI/WBCSD also has supplementary guidance documentation on accounting for such projects. However, while the protocol does provide guidance on quantifying reductions from electricity projects, it is important to note that some key concerns about additionality and ownership are not covered by this protocol.

http://www.ghgprotocol.org/files/electricity_final.pdf 

Emerging Regulatory Systems

Regional Greenhouse Gas Initiative

http://rggi.org/index.htm
Basic Description

The Regional Greenhouse Gas Initiative (RGGI) consists of Northeast and Mid-Atlantic states that have signed on to implement a regional cap-and-trade program covering CO2 emissions. It will initially cover CO2 emissions from power plants and then will likely expand to other sources of GHGs. Individual states are at various stages of implementing their own GHG reduction programs and one of the goals of RGGI is to bring all of the states together under one uniform program. 

There are three phases of the program. The first has been the learning phase, during which states share their experiences with existing programs and draw on best practices. Then there are two development phases. The first of these is the power sector cap and trade program. The second is the development of reliable offset mechanisms for reductions outside the electricity sector. 

Compatibility with ACUPCC Protocol

RGGI is still in its early stages and is engaging numerous stakeholders in its processes. It is unclear exactly how colleges/universities will be impacted by the system and how soon, but it will be important for schools to track its progress and influence on the carbon market.

Western Climate Initiative: Draft Offsets Design Recommendations

http://www.westernclimateinitiative.org/WCI_Documents.cfm
Basic Description

Similar to RGGI, 10 Western U.S. states and Canadian provinces launched the Western Climate Initiative in February 2007 and it has since gathered a number of observer states as well from the U.S., Canada, and Mexico. By August 2008, the WCI plans to have completed the design of a market-based cap-and-trade system for GHG reduction. 

Like RGGI, the WCI is still in its early stages, but has indicated plans to incorporate an offset system and protocol into its plans to facilitate economically efficient GHG reductions under the cap-and-trade system. Full details on the role of carbon offsets and the criteria they will have to meet are not yet available, but initial recommendations can be found at: http://www.westernclimateinitiative.org/ewebeditpro/items/O104F16589.PDF  
Compatibility with ACUPCC Protocol

WCI is still in its early stages and is engaging numerous stakeholders in its processes. It is unclear exactly how colleges/universities will be impacted by the system and how soon, but it will be important for schools to track its progress and influence on the carbon market.
Carbon Credit Rating Systems

IDEAcarbon

IDEAcarbon was launched on June 25, 2008. It is a subsidiary of IDEAglobal designed to rate carbon offsets along with providing other carbon finance services. The ratings span from AAA as the highest to D as failing. The ratings consider the risk involved in whether programs are likely to achieve their expected volume of emissions reductions on time. The system does not rate the projects themselves, rather the assets produced from the projects. Sustainable development concerns are considered to the extent that they impact the ability of a project to deliver the expected volume of emissions reductions without extensive delays. http://www.ideacarbon.com/ 
Project Types 

Fossil fuel reduction
Energy Efficiency

Basic Description

One of the types of projects that can produce carbon offsets involves the reduction of fossil fuel use. This is typically done through improving energy efficiency, which reduces demand for fossil fuel, or through introduction of renewable energy sources or alternative fuels. 

Energy efficiency projects use products or systems that can perform the same tasks using less energy, and therefore less fuel. The benefit of energy efficiency projects is that they save money over time and investments in energy efficient equipment has a payback. Examples of this type of project would be converting a fleet of vehicles to a fleet of more fuel-efficient vehicles, replacing inefficient HVAC mechanical systems, replacing light bulbs, or cooking stoves.  

Compatibility with ACUPCC Protocol

Energy efficiency projects are beneficial in their ability to reduce emissions through the conservation of energy and reduced fuel consumption. However, there are some challenges worth considering. Energy efficiency projects can produce legitimate offsets. However, they do represent a continued reliance on the consumption of fossil fuels compared to a shift away from fossil fuels in renewable energy or fuel switching projects. Energy efficiency projects also present many accounting and methodology challenges such as establishing a baseline, determining additionality, and labor-intensive continued monitoring and evaluation. Energy efficiency technology also requires maintenance to ensure that it maintains its efficiency over time. 

Some have also expressed concerns over “the potential for technology lockouts, where new technologies in which offset money has been invested may become relatively inefficient in the long run. There are many factors that would feed into whether various communities would be locked out of the ability to incorporate new efficient and less GHG emitting technologies, including the life cycle of the technology that has been introduced.” (Hewitt, 2008, p.13) 

Fuel Switching

Basic Description

Similar to energy efficiency, fuel switching projects reduce the amount of fossil fuels consumed and the associated emissions from such consumption by switching to cleaner or renewable fuel sources. Examples of this would be switching from oil to natural gas or powering a fleet of vehicles on biofuels instead of gasoline.

Compatibility with ACUPCC Protocol

It is important to consider that fuel switching does not necessarily eliminate that production of GHG emissions. The only way to avoid emissions completely is to directly use renewable energy, as discussed below. However, fuel switching can produce legitimate offsets by reducing the amount of emissions produced from the use of the fuel for the same activity.  Fuel switching offsets are permitted under most voluntary offset standards. 

Renewable Energy

Basic Description

Renewable energy offset projects include photovoltaic solar power, solar thermal, geothermal, wind, hydro, and biomass energy production. Such projects have the benefit of moving energy production away from reliance on fossil fuels and promote long-term sustainability. Since many of these renewable energy projects have high up-front costs, offsets can play an important role in investing in such projects and getting them off the ground. However, it is difficult to prove additionality for many renewable energy projects. This is especially true when attempting to convert Renewable Energy Certificates (RECs) into offset credits (see REC discussion below). 

Compatibility with ACUPCC Protocol

Again, renewable energy projects are perhaps the most promising with regards to sustainability and their climate change mitigation benefits. Investment in renewable energy projects is important for the future development of the renewable energy market and for bringing costs down into the future. However, for signatories considering purchasing offsets from such projects, it will be important to ensure that it has met proper additionality standards and that the offset credit has not been double-counted. These are particular issues when dealing with the purchase of RECs. It may not consistently be appropriate to count the purchase of RECs as offsets. The reasoning behind this and other considerations for RECs are discussed in more detail below.

Sequestration projects

Biological Sequestration

Basic Description

Natural forests store ~45% of terrestrial carbon and contribute ~50% of terrestrial net primary productivity (NPP) (Bonan et al. 2008). A recent analysis suggests that forest-based activities might contribute 0.4 to 0.8 Pg C annually to global mitigation efforts (Canadell and Raupach 2008).  These forest-based activities might involve a) planting forests (afforestation), b) increasing the carbon density of existing forests through enhanced forest management, c) expanding the use of forest products that replace fossil fuels, and d) avoiding deforestation activity.  Of this 0.4 to 0.8 Pg C year-1, one-third to one-half would be through avoided deforestation.  This total mitigation from forest-related activity could offset 2 to 4% of the 20 Pg C year−1 of projected global emissions by 2030.  The authors note further that “Tropical regions would account for 65% of the total offset (Canadell and Raupach 2008).”  Clearly, sequestration in natural forests alone will be a minor contributor to mitigating global carbon emissions, but terrestrial sequestration projects, combined with avoided deforestation projects and fuel substitution projects, especially in tropical regions, may have a measurable impact. 

Compatibility with ACUPCC Protocol
Ensuring verification, additionality, and leakage in terrestrial projects is probably no more difficult than for other types of projects.  For terrestrial projects, however, permanence is a special concern because forests grow and die on short timescales.  Planting trees on land that has not been forested previously may offset greenhouse gas emissions in the short term. For a while, new growth will draw carbon from the atmosphere. But the rate of forest C storage is likely to slow as the forest matures (Pregitzer and Euskirchen 2004), and the forest may even be lost altogether due to a disturbance such as forest fire or insect outbreak.  

Different systems have handled this issue in different ways:  to ensure permanence the RGGI system, for example, requires that afforested land be placed under a permanent conservation easement.  The CCX system handles permanence through a Forest Carbon Reserve Pool. “A quantity of CCX Offsets equal to 20% of all Exchange Forestry Offsets generated by CCX eligible forestry projects is held in a CCX Forest Carbon Reserve Pool. Exchange Forestry Offsets in the Forest Carbon Reserve Pool will be used to compensate for any catastrophic losses. All CCX Exchange Forestry Offsets in the reserve pool shall be released to project owners at the end of the program provided no losses in carbon have occurred on the enrolled acres (Chicago Climate Exchange, 2008).”
Simply placing a conservation easement on an existing forest does not reduce GHG emissions, because that forest would have been conserved in the absence of the easement.  While a conservation easement has numerous other benefits, it is not likely (in many circumstances) to reduce GHG emissions.

It is far preferable for entities to reduce their emissions, rather than to count on any sequestration activity to store carbon permanently.  No sequestration system is permanent in the true sense of the word.  Geologic sequestration, for example, may not be permanent in the case of an earthquake.  Trees will eventually senesce and die, but the dead trees will be replaced by new ones, such that the overall forest will remain intact.

While it may be difficult to imagine how these project types could sufficiently satisfy the permanence, measurability, verification issues – it may be possible. Evaluating these issues and developing creative solutions is a great contribution that ACUPCC signatories with their research capabilities can make while providing an opportunity for the institution to further their education and understanding of climate change and sustainability. One potential hypothetical example of this type of contribution could be the managing of a forestry project with an endowment that provides funds to measure, monitor, maintain (e.g. replant trees as they die) and manage the forest system to ensure permanence.
Geological Sequestration – Carbon Capture and Storage

Basic Description

This type of sequestration involves injecting CO2 into underground geological formations to store it and prevent its release through the surface. This is typically done in unminable coal seams, saline formations, declining oil fields, and gas fields.  The benefit of this type of offset project is the potential for storing carbon for up to thousands of years.

Compatibility with ACUPCC Protocol

If evoking the precautionary principle, there are several concerns over geological carbon sequestration. While some forms of this sequestration are better understood, some have not been implemented much and the potential for leakage of the CO2 back into the atmosphere is unknown. Also, in the case of oil fields, the injection of CO2 often has the benefits of revitalizing the oil field, which could lead to further oil recovery and its burning and associated emissions. And in the case of coal beds, injection of CO2 often releases methane, which can be captured and used for energy. Like any other sequestration project, it is important to consider that this type of offset project does not promote a shift away from fossil fuel consumption. Geological sequestration is also very expensive and not common practice at this time.

Ocean Sequestration

Basic Description
Oceanic sequestration involves either injecting CO2 into the ocean at great enough depths that it dissolves or converting it into biocarbonates released into the ocean that can also expand the ocean’s ability to absorb CO2. Both methods involve high costs, particularly the biocarbonate approach. Ocean sequestration is not common practice at this time.

Compatibility with ACUPCC Protocol 
This type of project does not provide any social co-benefits and can cause some environmental damage as the dissolution of CO2 in the ocean can increase the acidity and harm some sea life. Much research is being done to find solutions to the problematic impacts of ocean sequestration as well as on the duration of ocean carbon storage. As with other sequestration projects, leakage is a concern as well as the lack of a shift away from fossil fuel consumption. 

Methane Projects

Basic Description

Methane is an extremely potent greenhouse gas with a global warming potential 21 times that of CO2 (WWF, 2008, p.23). There are two types of methane projects that can produce carbon offsets: methane capture and combustion and methane capture for energy production. Methane is most often emitted from landfills, livestock, and from coal mining. Methane projects can capture the methane produced from such activities and burn it so that it is released as CO2, which is much less potent, or use it to produce heat and electricity.

“Biofuel plants that use agricultural or forestry waste to produce electricity also use methane – organic matter is anaerobically digested and the resulting methane is used to produce electricity – but such biofuel projects are considered renewable energy projects rather than methane capture (WWF, 2008, p.23).”
Compatibility with ACUPCC Protocol

“It is usually quite easy to establish additionality for methane projects because there is generally no other source of revenue from the activity aside from the sale of offsets. Yet methane offset projects could create disincentives to regulate landfills and agricultural emissions (e.g. from manure lagoons). Once methane capture and destruction becomes profitable, there is little incentive for project owners to support legislation that would mandate capture and destruction from all such sources. Yet such regulation would likely cover more sources, and thus would decrease emissions directly without generating offsets that would allow buyers to increase their emissions. In other words, the climate benefits of such regulation could be greater overall. This issue of perverse incentives that could stifle more effective general regulation holds true for all offset types… (WWF, 2008, p.23).”

Industrial Gas Destruction
Basic Description

Destruction of industrial gases with high global warming potential is necessary and provides a large number of emissions reductions at a very low cost. There is controversy over industrial gas destruction (usually HFC) as offset projects, but nonetheless, due to their low cost and exclusion from the CDM, their reduction credits are in high supply in the voluntary market. 

Compatibility with ACUPCC Protocol

Similar to the methane project concerns over perverse incentives, there is a problem with industrial gas projects being used for creation of offsets because, considering the high global warming potential of many industrial gases, they really should not be produced in the first place and future policy and regulation should be, if not already in some instances, phasing them out. In addition, industrial gas destruction provides few social and environmental co-benefits and very limited employment opportunities. For these reasons, industrial gas destruction offset projects may not be a good match for signatories offset strategies. There are also few offset standards that accept these types of projects.
Selecting Offset Providers

Choosing the right offset provider can be a tricky process.  It is helpful to first understand the various actors in market and how they interact.  Figures XX and XX offer two visual representations of how credits from the major voluntary and compliance markets are generated and make their way to end-users for retirement.

[image: image6..pict]
Figure XX: “The five supply chains of voluntary compensation” from Bellassen, 2007, page 12.


Figure XX: “Intermediaries in the Supply Chain” from Bellassen, 2007, page 14.

There are many options to consider when selecting an offset provider, and the list of providers grows every day.  Also, there are different kinds of offset providers – some are for-profit, some are non-profit; some develop the projects themselves, some secure the credits from other project developers; some provide offsets in any amount to individuals and small organizations, some primarily deal with large organizations purchasing large volumes of offset credits.  Each of these options has pros and cons, and each institution’s unique circumstances will be key in determining which provider(s) is the best option.  

Tax implications, transparency, and the make-up of their portfolio of projects are among the key issues in selecting the right provider.  For example, some non-profit offset providers categorize the purchase of credits as charitable donations, which could make it difficult or impossible for some institutions to purchase them, depending on existing charitable giving and purchasing policies. 

It is beyond the scope of this document to thoroughly evaluate the range of offset providers, and which offer credits that would meet the principles of the ACUPCC protocol.  However, there are many organizations that work to provide this information and keep it up-to-date with this constantly changing market.  

Business for Social Responsibility (BSR) has developed a suite of reports in recent years aimed at assisting businesses in navigating this space.  Their work serves as a valuable resource for ACUPCC institutions as well.  The following discussion of traits to look for in offset providers is taken from Offsetting Emissions: A Business Brief on the Voluntary Carbon Market by BSR and Ecosystem Marketplace:

“As BSR reported in Getting Carbon Offsets Right (www.bsr.org/reports/BSR_Getting-Carbon-Offsets-Right.pdf), there are a number of traits by which to consider offset providers, including:
· Objective traits, such as experience, office and project locations, and offset project inventories

· Subjective “fit” traits like industry experience, assurance model, offset product offerings and price

“The range of carbon prices on the voluntary market is significant. From the wholesale to the retail level, offsets range from less than $0.45 to around $45 (per metric ton of CO2 equivalent). Prices depend on several factors, such as the costs of implementing the offset project, verifying and monitoring reductions, and the level at which companies decide to purchase offsets (i.e. investing directly in a project or working with a broker to purchase credits on the voluntary market). When investing, sellers should consider the risks and benefits relative to prices and offset quality. 

“For a database of providers, see State of the Voluntary Carbon Markets 2007 (http://ecosystemmarketplace.com/documents/acrobat/StateoftheVoluntaryCarbonMarket18July_Final.pdf), Getting Carbon Offsets Right, and Carbon Catalog (www.carboncatalog.org) (Hamilton, 2008, p.14).”
Also, for a list of fifty offset providers evaluated by BSR based on their “objective traits,” see page 6 of Getting Carbon Offsets Right: A Business Brief on Engaging Offset Providers (http://www.bsr.org/reports/BSR_Getting-Carbon-Offsets-Right.pdf) (Schuchard, 2007, p.6). 

The ACUPCC Steering Committee may at some point in the future consider partnering with an organization that could verify that certain offset providers develop projects and/or offer credits that meet the specifications of the Protocol.  There are some organizations that provide these services for other standards, or are in the process of developing these services, including:

· Environmental Defense Fund’s Carbon Offset List
· Environmental Resources Trust’s GHG Registry
Partnering with project developers – or acting as project developers
Some institutions may wish to bypass offset providers altogether and develop offset projects themselves, or partner with and work closely with project developers to create offset projects specifically for the institution.  While such an approach can mean taking on additional work and additional risk for the institution, it can also be an effective way to ensure quality, and serve as a powerful educational experience for students. 

The complexities involved with project development can be significant and it is beyond the scope of this document to address them.  However, it is important to acknowledge that there are different strategies for offsetting beyond purchasing credits, and some schools have already begun to evaluate developing project outside of their campus boundaries, or are considering doing so.  Figure XX shows the basic elements of a generic project development cycle as well as an offset project cycle, based on the stages of a CDM project development cycle.


Figure XX: Generic project development cycle (above timeline) with an offset project cycle, based on the stages of a CDM project development cycle (below timeline).

Other Key Issues

Offset transactions

Offset transactions – the process of actually purchasing offsets – can carry with them a unique set of challenges and risks.  

…Include Appendix with sample contract.
Using offsets to make claims
When using offsets to make claims of being carbon neutral, GHG neutral, climate neutral, or carbon negative, it is important to be careful and insure that those claims are valid and conservative.  Otherwise, there are risks that stakeholders will perceive the organization to be “greenwashing” or simply buying their way out of the problem, i.e. indulging in offsets to avoid having to make real emissions reductions.  A clear communication strategy, as discussed in Section XX, is an important aspect of avoiding these risks.  Also, it is important to keep up with the evolving standard-practices, and best-practices, for using offsets to make such claims.

For example, it is important to clearly communicate which Scopes are covered in a GHG neutral claim.  As outlined above and in the ACUPCC Implementation Guide, ACUPCC institutions are committing, at a minimum, to addressing Scope 1 and Scope 2 emissions, as well as two specific Scope 3 emissions sources: air travel paid for by the institution and regular student and staff commuting.  As carbon management practices continue to improve, it is likely that standard practice will be for institutions to expand their inventories to include more Scope 3 emissions.  If that is the case, claims of GHG neutrality that do not include other Scope 3 sources (such as “embedded carbon” in purchased goods), could be perceived as disingenuous. 

Because this is a dynamic situation, the best course of action is to focus on clear communication of what is meant by claims, to stay abreast of developments in the field, and adjust policies accordingly.  The report, “Getting to Zero: Defining Corporate Climate Neutrality,” provides further guidance on making claims, including case studies demonstrating both successful and risky examples of organizations making claims of neutrality (Burtis, 2008).
Geographic location of offsets

The Protocol does not prescribe a preference as to the location of an offset projects.  It does however specify a few principles that may have implications for the location of projects, including:

· Educational value

· Transparency

· Co-benefits

· Service mission of higher education

For many institutions, the geographic proximity of a project to their own campus will provide advantages in meeting these aspects of the Protocol.  Having direct contact and the ability to meet often and develop personal relationships with project participants could make it easier to meet these criteria.  Some co-benefits, such as improved local air quality from reducing other pollutants along with GHGs, are only possible with local projects.  In general, the trend amongst leading institutions in this area is to give a preference towards local projects, and many are evaluating those options.

On the other hand, it is possible for projects in less industrialized nations to meet the above criteria, and could potentially have additional benefits, such as:

· Greater GHG reductions per dollar invested 

· A larger sustainable development dividend in terms of meeting basic needs more effectively

· Encouraging technology transfer and leap-frogging investments in dirty infrastructure

· Cross-cultural, international educational opportunities

Furthermore, the concept of what constitutes an institution’s “immediate community” is not necessarily limited by geographic constraints.  For example, many institutions have very close ties to international locations through long-time study abroad programs.  However, there are also risks associated with international projects, such as stakeholders not embracing or benefiting from the project, uncertainty around regulations, economic and political uncertainty, etc. 

As stated above, the Protocol does not designate a preference for offsets based on geographic location, and this evaluation is left to each institution to determine.

Renewable Energy Credits

There is much complexity around the issue of Renewable Energy Credits (RECs), particularly with regards to whether they should be considered voluntary carbon offsets. Gillenwater writes that “given the claims made regarding emission reductions within the voluntary REC market, RECs should be defined as an offset credit instrument.” However, he argues that the voluntary and compliance markets define RECs “vaguely and inconsistently and so cannot function as a single environmental commodity (Gillenwater 2007, p.6).” Gillenwater also writes that “it should not be taken as a given that voluntarily buying…RECs will increase the amount of renewable electricity generated or decrease the amount of non-renewable energy generated…. In a system that ignores additionality, [Business As Usual] projects will dominate the market (Gillenwater, 2007, p.6).” Given the weaknesses of additionality testing around renewable energy projects, Gillenwater argues that a voluntary REC should be viewed more as a renewable energy production subsidy than a legitimate carbon offset (Gillenwater, 2007, p.13). “In this view, ownership also becomes a problem. If RECs are more accurately subsidizing the production of a public good—the reduced emissions from renewable energy generation, then it is perhaps inappropriate for an individual entity to claim ownership over that good (Hewitt, 2008, p.16).” 

The Center for Resource Solutions has drafted its Green-e Greenhouse Gas Protocol for Renewable Energy. In the joint comments on this draft submitted by ERT, concerns were raised about additionality, ownership and double counting. They conclude that “it appears that the Green-e Draft Protocol’s proposed additionality tests will qualify as additional any new renewable energy project that is not required by legal or regulatory obligations…. A significant subset of wind and biomass projects would probably be implemented regardless of REC purchases because they are cost competitive without additional revenue in many circumstances (ERT, 2007, p.5).” They also state that they “do not believe that renewable energy producers have an unambiguous ownership claim to the emissions reductions associated with physical reductions occurring elsewhere on the grid that they can sell (ERT, 2007, p.6).” It is for these reasons that the groups submitting these joint comments—ERT, The Pew Center on Global Climate Change, CCAR, and the GHG Experts Network—conclude that “renewable electricity is not well suited to serve as the basis for greenhouse gas emission offsets (ERT, 2007, p.4).”

It is important to note that investment in RECs is a valid investment for institutions and subsidizing renewable energy can play a huge role in growing the market for more sustainable forms of energy and mitigating climate change. However, without clearly proven additionality and ownership of the renewable energy credit, RECs cannot be definitively counted as legitimate carbon offsets. 

· PRACTITIONER PERSPECTIVE: Dave Newport

· PRACTITIONER PERSPECTIVE: Roy Morrison

· PRACTITIONER PERSPECTIVE: Michael Gillenwater
· [TS, Climate Clean]: Scope specific? Additionality? Is “market additionality” viable as a single measure?

· [TS, Climate Clean]: Ex poste vs. ex ante – permissibility of counting future yet-to-be realized emission reductions (role of insurance products)

· [SK, Agnes Scott]: Is there a section of the guidelines document where the research and experience (success and unsuccessful) of colleges and universities can be summarized?  That would be very helpful.

· PRACTIONER PERSPECTIVE: David Hales (or someone from COA)?

· PP: CCX Members

· PP: UCSB – selling offsets (or RECs?) for solar project

· [AP, ACUPCC IAC]: how about something on pricing – not necessarily direct prices but “landfill costs less than solar” and “you can blend sources to lower price and increase proportion”. NREL has this info.  See appendix E - http://www.eere.energy.gov/greenpower/resources/pdfs/42502.pdf
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Appendix I – Glossary of terms
The majority of following Glossary is taken from the WWF report, “Making Sense of the Voluntary Carbon Market: A Comparison of Carbon Offset Standards” (Kolmuss, 2008).

Additionality: The principle that only those projects that would not have happened anyway should be counted for carbon credits.

Afforestation: The process of establishing and growing forests on bare or cultivated land, which has not been forested in recent history. 

Annex 1 Countries: The 36 industrialized countries and economies in transition listed in Annex 1 of the UNFCCC. Their responsibilities under the Convention are various, and include a non-binding commitment to reducing their GHG emissions to 1990 levels by the year 2000.

Annex B Countries: The 39 emissions-capped industrialised countries and economies in transition listed in Annex B of the Kyoto Protocol. Legally-binding emission reduction obligations for Annex B countries range from an 8% decrease to a 10% increase on 1990 levels by the first commitment period of the Protocol, 2008–2012.

Assigned Amount Unit (AAU): A tradable unit, equivalent to one metric tonne of CO2 emissions, based on an Annex 1 country’s assigned carbon emissions goal under the Kyoto Protocol. AAUs are used to quantify emissions reductions for the purpose of buying and selling credits between Annex 1 countries.

Baseline scenario: A scenario that reasonably represents the anthropogenic emissions by sources of greenhouse gases (GHG) that would occur in the absence of the proposed project activity.

Baseline-and-credit system: More credits are generated with each new project implemented. Projects that are implemented outside of a cap-and-trade system.

Cancellation see Retirement

Cap-and-Trade: A Cap and Trade system involves trading of emission allowances, where the total allowance is strictly limited or ‘capped’. Trading occurs when an entity has excess allowances, either through actions taken or improvements made, and sells them to an entity requiring allowances because of growth in emissions or an inability to make cost-effective reductions

Carbon Dioxide (CO2): This greenhouse gas is the largest contributor to man-made climate change. Emitted from fossil fuel burning and deforestation 

Carbon Dioxide Equivalent (CO2e): A measure of the global warming potential of a particular greenhouse gas compared to that of carbon dioxide. One unit of a gas with a CO2e rating of 21, for example, would have the warming effect of 21 units of carbon dioxide emissions (over a time frame of 100 years).

Carbon Financial Instrument (CFI): The Carbon Financial Instrument is the carbon credit traded under the Chicago Climate Exchange (CCX) carbon trading system. It is equal to 100 metric tons of CO2e.

Certification: Certification is the written assurance by a third party that, during a specified time period, a project activity achieved the reductions in anthropogenic emissions by sources of greenhouse gases (GHG) as verified.

Certified Emissions Reductions (CERs): Tradable units issued by the UN through the Clean Development Mechanism for emission reduction projects in developing countries. Each CER represents one metric tonne of carbon emissions reduction. CERs can be used by Annex 1 countries to meet their emissions goals under the Kyoto Protocol. 

Clean Development Mechanism (CDM): A provision of the Kyoto Protocol that allows developed countries (Annex 1) to offset their emissions by funding emissions-reduction projects in developing countries (non-Annex 1).

Compliance Market: The market for carbon credits (specifically CERs, EUAs, AAUs, and ERUs) used to reach emissions targets under the Kyoto Protocol or the EU ETS. Also called the Regulated Market.

Conference of Parties (COP): The meeting of parties to the United Nations Framework Convention on Climate Change.

Crediting Period: The period a mitigation project can generate offsets.

Designated Operational Entity (DOE): An independent entity, accredited by the CDM Executive Board, which validates CDM project activities, and verifies and certifies emission reductions generated by such projects.

Double-Counting: Double counting occurs when a carbon emissions reduction is counted toward multiple offsetting goals or targets (voluntary or regulated). An example would be if an energy efficiency project sold voluntarily credits to business owners, and the same project was counted toward meeting a national emissions reduction target.

Emission Reduction Units (ERUs): A tradable unit, equivalent to one metric tonne of CO2 emissions, generated by a Joint Implementation project and used to quantify emissions reductions for the purpose of buying and selling credits between Annex 1 countries under the Kyoto Protocol.

Emission Reductions (ERs): The measurable reduction of release of greenhouse gases into the atmosphere from a specified activity or over a specified area, and a specified period of time.

Emissions Trading: A provision of the Kyoto Protocol that allows Annex 1 countries to trade emissions reduction credits in order to comply with their Kyoto assigned targets. This system allows countries to pay and take credit for emissions reduction projects in developing countries where the cost of these projects may be lower, thus ensuring that overall emissions are lessened in the most cost-effective manner.

Environmental Integrity: Is used to express the fact that offsets need to be real, not double counted and additional in order to deliver the desired GHG benefits. The term should not be confused with “secondary environmental benefits” which is used for the added benefits an offset projects can have (e.g. air pollution reduction and protection of biodiversity.)

European Union Allowance (EUA): Tradable emission credits from the European Union Emissions Trading Scheme. Each allowance carries the right to emit one tonne of carbon dioxide.

European Union Emissions Trading Scheme (EU ETS): The EU ETS is a greenhouse gas emissions trading scheme which aims to limit emissions by imposing progressively lower limits on power plants and other sources of greenhouse gases. The scheme consists of two phases: Phase I (2005-07) and Phase II (2008-12).
Ex-ante: In terms of carbon offsets, ex-ante refers to reductions that are planned or forecasted but have not yet been achieved. The exact quantities of the reductions are therefore uncertain.

Ex-post: As opposed to ex-ante offsets, ex-post reductions have already occurred and their quantities are certain.

Forward Crediting: Sale of ex-ante credits. At contract closure the buyer pays for and receives a certain number of offsets for emissions reductions or sequestration that will occur in the future.

Forward Delivery: At contract closure the buyer pays the purchase price for a certain number of offsets that have yet to be produced. The offsets will be delivered to the buyer once they have been realized and verified.

Greenhouse Gases (GHGs): Gases that cause climate change. The GHGs covered under the Kyoto Protocol are: CO2, CH4, N2O, HFCs, PFCs, and SF6

Host Country: The country where an emission reduction project is physically located. 

Internal rate of return (IRR): The annual return that would make the present value of future cash flows from an investment (including its residual market value) equal the current market price of the investment. In other words, the discount rate at which an investment has zero net present value.

Issuance: Issuing a specified quantity of CERs for a project activity into the pending account of the CDM EB into the CDM registry.

Joint Implementation (JI): A provision of the Kyoto Protocol that allows those in Annex 1 (developed) countries to undertake projects in other Annex 1 (developed or transitional) countries (as opposed to those undertaken in non-Annex 1 countries through the CDM).

Kyoto Mechanisms: The three flexibility mechanisms that may be used by Annex I Parties to the Kyoto Protocol to fulfil their commitments through emissions trading (Art. 17). Those are the Joint Implementation (JI, Art. 6), Clean Development Mechanism (CDM, Art. 12) and trading of Assigned Amount Units (AAUs).

Kyoto Protocol: An international treaty that requires participating countries to reduce their emissions by 5 percent below 1990 levels by 2012. The Protocol, developed in 1997, is administered by the Secretariat of the UN Framework Convention on Climate Change.

Leakage: Leakage is defined as the net change of anthropogenic emissions by sources of greenhouse gases (GHG) which occurs outside the project boundary, and which is measurable and attributable to the project activity.

LULUCF: Land use, land use change and forestry. The term given to tree-planting projects, reforestation and afforestation, designed to remove carbon from the atmosphere.

Millennium Development Goals (MDGs): The MDGs commit the international community to an expanded vision of development, one that vigorously promotes human development as the key to sustaining social and economic progress in all countries, and recognizes the importance of creating a global partnership for development. The goals have been commonly accepted as a framework for measuring development progress.

New South Wales Greenhouse Gas Abatement Certificate (NGAC): These are the tradable certificates used under the New South Wales Greenhouse Gas Reduction Scheme, which was started in 2003.

Non-Annex 1 Countries: A group of mostly developing countries which have not been assigned emissions targets under the Kyoto Protocol and which are recognised by the UNFCCC as being especially vulnerable to the effects of climate change.

Offset Company: A company whose primary purpose is to create or sell offsets, either directly to consumers or through another organisation that wish to offer offsets to their clients.

Offset Provider: Offset providers include both offset companies and other businesses that utilize the services of offset companies to provide offsets to their clients.

Pre-registered Emission Reductions (pre-CERs): A unit of greenhouse gas emission reductions that has been verified by an independent auditor but that has not yet undergone the procedures and may not yet have met the requirements for registration, verification, certification and issuance of CERs (in the case of the CDM) or ERUs (in the case of JI) under the Kyoto Protocol. Buyers of VERs assume all carbon-specific policy and regulatory risks (i.e. the risk that the VERs are not ultimately registered as CERs or ERUs). Buyers therefore tend to pay a discounted price for VERs, which takes the inherent regulatory risks into account.

Primary market: The exchange of emission reductions, offsets, or allowances between buyer and seller where the seller is the originator of the supply and where the product has not been traded more than once.

Project boundary: The project boundary shall encompass all anthropogenic emissions by sources of greenhouse gases (GHG) under the control of the project participants that are significant and reasonably attributable to the project activity.

Project Design Document (PDD): A project specific document required under the CDM rules which will enable the Operational Entity to determine whether the project (i) has been approved by the parties involved in a project, (ii) would result in reductions of greenhouse gas emissions that are additional, (iii) has an appropriate baseline and monitoring plan.

Project-based system see Baseline-and-credit system

Prompt Delivery: At contract closure the buyer pays the purchase price for a certain number of offsets which have already been realized and are delivered to the buyer promptly.

Reforestation: This process increases the capacity of the land to sequester carbon by replanting forest biomass in areas where forests have been previously harvested.

Registration: The formal acceptance by the CDM Executive Board of a validated project as a CDM project activity.

Renewable Energy Certificates (RECs): A RenewableEnergy Certificate represents a unit of electricitygenerated from renewable energy with low netgreenhouse gas emissions. One REC represents 1 megawatt-hour.

Retirement: Retirement is a way of reducing overall emissions by purchasing carbon offsets and retiring them so that they may not be used to offset others’emissions. Retired credits can no longer be traded.

Secondary Market: The exchange of emission reductions, offsets, or allowances between buyer and seller where the seller is not the originator of the supply and represents a secondary trade in the particular product.

Stakeholders: Stakeholders mean the public, including individuals, groups or communities affected, or likely to be affected, by the proposed project activity or actions leading to the implementation of such an activity.

Temporary certified emission reductions (tCERs): A temporary certified emission reduction or tCER is a unit issued pursuant to Article 12 of the Kyoto Protocol for an Aforestation/Reforestation CDM project activity under the CDM, which expires at the end of the commitment period following the one during which it was issued. It is equal to one metric tonne of carbon dioxide equivalent.

United Nations Framework Convention on Climate Change (UNFCCC): An international treaty, developed at the 1992 UN Conference on Environment and Development, which aims to combat climate change by reducing global greenhouse gas emissions. The original treaty was considered legally non-binding, but made provisions for future protocols, such as the Kyoto Protocol, to set mandatory emissions limits.
Validation: The assessment of a project’s Project Design Document, which describes its design, including its baseline and monitoring plan, by an independent third party, before the implementation of the project against the requirements of a specific standard.

Verification: Provides an independent third party assessment of the expected or actual emission reductions of a particular abatement project

Verified or Voluntary Emissions Reductions (VERs): Reductions that, unlike CERs, are sold on the voluntary market. VERs are linked neither to the Kyoto Protocol nor to the EU ETS. VERs are sometimes referred to as Voluntary Emissions Reductions.
Voluntary Carbon Standard (VCS): The Voluntary Carbon Standard is an initiative of the Climate Group, International Emissions Trading Association, the World Economic Forum, and the World Business Council for Sustainable Development that requires offsets to be real, additional, measurable, permanent, unique (not double-counted), and independently verified. It trades in Voluntary Carbon Units, or VCUs, equal to one metric ton of CO2e.

Voluntary Gold Standard (VGS): The Gold Standard was developed by WWF. It was initially started as a standard to supplement CDM projects, but has since expanded and developed a standard for voluntary offset projects as well. As of 2008, there is also the Gold Standard VER Registry, developed in partnership with APX.

Voluntary Market: The non-regulated market for carbon credits (especially VERs) that operates independently from Kyoto and the EU ETS. Also called the Non-Regulated Market.

Voluntary Offsetting: Offsetting purchases made by individuals, businesses, and institutions that are not legally mandated.

Voluntary Offset Standard (VOS): The Voluntary Offsets standard was launched as an offset screen by the International Carbon Investors and Services (INCIS). It currently accepts Gold Standard VER projects that employ CDM methodologies, but in countries where the Kyoto Protocol has not been ratified.

Appendix II – Abbreviations
BAU

Business As Usual

CCB

Climate, Community and Biodiversity Alliance

CD4CDM
Capacity Development for the Clean Development Mechanism

CDM

Clean Development Mechanism

CER

Certified Emission Reduction

CFI

Carbon Financial Instrument 

COP

Conference of the Parties

DNA

Designated National Authority

DOE

Designated Operational Entity

EB

Executive Board

ER

Emission Reductions

ERU

Emission Reduction Unit

ETS

Emissions Trading Scheme

EUA

European Union Allowance

GHG

Greenhouse Gas

GS

Gold Standard

GWP

Global Warming Potential

HFC-23
Trifluoromethane (a potent greenhouse gas)

IETA

International Emissions Trading Association

JI

Joint Implementation


KP

Kyoto Protocol

LCA

Life Cycle Assessment

NGAC

New South Wales Greenhouse Gas Abatement Certificate

NGO

Non-governmental Organisation

PDD

Project Design Document

PIN

Project Idea Note

REC

Renewable Energy Certificate

UNFCCC
United Nations Framework Convention on Climate Change

VCS

Voluntary Carbon Standard

VER

Verified Emissions Reduction

VGS 

Voluntary Gold Standard

VOS

Voluntary Offset Standard

Source: Forum for the Future





*See Appendix I, Glossary of Terms








� The latest results of this global scientific consensus are laid out in the Fourth Assessment Report of the UN’s Intergovernmental Panel on Climate Change, released in 2007.
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Avoid

Reduce

Replace

Offset

Actions at the top of the hierarchy are more transformative and lasting in terms of reducing a company’s emissions baseline

Avoid carbon-intensive activities (and rethink business strategy)

Do whatever you do more efficiently

Replace high-carbon energy sources with low-carbon energy sources

Offset those emissions that can’t be eliminated by the above

The carbon management hierarchy














Avoid

Replace

Emissions baseline goes to zero

Redesign of activities and maximizing efficiency enables dramatic reductions in demand

A smaller demand profile makes it easier to meet energy needs from clean, renewable sources and achieve climate neutrality without offsets

Goal of climate neutrality without offsets












