Comments on the Cap & Trade Regulation and U.S. Forest Projects Compliance Offset Protocol 
Note: For clarity sake in these comments any time a section of the Protocol or Regulation is shown it will be enclosed in a box.

We appreciate that ARB took a careful look at our technical suggestions in our response in December 2010 to the proposed Rule.  However there were a few very important suggestions that it appears you did not accept and did not make any changes.
We respectively are resubmitting those comments where you made no changes as we believe them to be extremely important to the success of the Forest Offsets program.  We would like to discuss these with you at your earliest convenience.  
1. The default financial risk continues at 5% of all offset credits issued, which is far too high.  There is no evidence of a 5% rate of financial failure for forest owners. The work group assumed that most projects would also include the deed restriction as well, and received the 1% default financial risk, which is a much more realistic value.  Small non-capitalized projects may have slightly elevated risk, but still less than 2%.  We recommend that ARB change the 5% to 2% and allow the verifier to consider forest owner capitalization and allow reduction even without a Qualified Conservation Easement to use 1%.
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2. We continue to believe the setting of a default for other Episodic Catastrophic Events is an error (also found in CAR 3.2).  This category was added for places predominately outside of California, where hurricanes, tornado or extreme high wind events occur, so setting this to default at 3% is unfair to California projects and should allow for verifier to review and accept much lower values for lands not found in these types of high wind event areas.  Similarly especially unique areas, say in the blast zone of volcanoes should allow the verifier to add a risk factor in this catch-all unique category.
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The summary of the Risk Analysis still refers to the Project Implementation Agreement, which will no longer be required.
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3. Verification issues in the regulation at Section 95977 (d) include a very strict delivery date for offset verification reports.  The penalty for being late is denial of eligibility of the offset credits reported in that Offset Project Data Report.  This seems highly punitive especially given that many projects will have multiple years of data verified in the first report and if necessary to avoid this penalty just wait another year and submit this first Offset Project Data Report without any penalty.  Especially in the first few years such deadlines should be more flexible to allow verifiers to get up to speed and ARB to have a steady flow of offsets arriving to keep Cap & Trade economic impacts down. 
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Section 95976 has a similar deadline and penalty for Offset Project Data Reports, which should be addressed.
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4. Verification issues in the regulation at Section 95977 (e) includes a limit of six consecutive years of offset project data verification.  This six year limit needs to be adjusted for the first verification on early action projects and for reforestation projects.  This is problematic in the first few years due to availability of verifiers and first verification may cover 2007 through 2011 vintages (5 consecutive years) thus a verifier will need replacement in one additional year of verification (after only two years of actual work), this is costly and there may be limited numbers of verifiers.  Initial or first verification regardless of offset credit vintage years generated should only count as one year towards this verifier year limit.  
Another drawback to this limit is that a verifier who is familiar with the project and conducts the first site visit (and the entity most likely to recognize issues) is prevented from doing the second required site visit at the 6 year interval.  A more reasonable solution relative to Forest Projects is to have the ARB do random reviews of projects for the purpose of testing the verifiers and thus obviate this verifier replacement requirement.  This would be more effective for ARB to assure verifier quality and be much more cost effective for projects, eventually leading to more cost effective offsets to encourage AB 32 implementation.
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5. Under Section 6.2.1.1 of the Forest Protocol in the requirements for a Logical Management Unit that says: 
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This is an impossible test as most areas have histories which prevent this uniform distribution by age class, and if there is any necessary test on age class distribution it is already included in the project requirements for Natural Forest Management under Section 3.8.2 and shown in Table 3.2.
6. Section 3.8.3 of the Forest Project Protocol requires live carbon stock must be maintained and/or increased during the project life. 
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This provision needs to be revised to state that this is required for the crediting period and that after such period standing life carbon stock may increase and decrease as long as it does not fall below that level to support all registered tonnes.  This could easily be clarified by adding a 5th exception to the requirement in Section 3.8.3 which states as follows:

5.
The decrease in standing live carbon stocks occurs after the crediting period and the residual 


stocking is above the level that assures all verified credits will be permanent.

7. The above discussion leads to another discussion, that is the annual reporting and six year site visits as well as full inventory every 12 years should only be required for the crediting period, and that ARB will develop required monitoring period requirements that recognize the 100 year permanence and the need being of lower resolution, and an investment and detail level that demonstrates that the level of onsite carbon stocks must be maintained at or above that amount needed to assure all registered tonnes.  For example a satellite monitoring of change detection could be more than reasonable for monitoring period needs and cost effective.

8. We believe further discussion of  Section 6.1.1 Estimating Baseline Onsite Carbon Stocks is needed to add additional clarity.  There is a requirement for a pre-site prep inventory for pools that maybe affected by the site prep. 
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While very few pools would be affected by site prep, for early action projects this pre-site prep inventory cannot be measured.  Suggest adding a professional estimate by an RPF based upon non reforested areas nearby and including a specific requirement for verifier to check this estimate for reasonableness. 
9. For future changes and clarity over a 100 year period, ARB should adopt a numbering system for the protocol versions as surely they will be updated and since they would apply for at least one crediting period there will be need to identify which specific protocol applies to a particular project.
10. Since the ARB Forest Offset Protocol Resources website is not yet available, it was impossible to check some of the required values for species composition and common practice values, which will require further comment when they become available.
11. Section 6.2.6 for quantifying secondary effects of projects that reduce harvesting, fails to account for differences in timing for baseline estimates and actual project real harvesting.
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This calculation is done annually and does not take into account timing of harvest and would require secondary effects contributions from projects that over time increase harvest above average baseline carbon harvests and thus have no reduced harvesting secondary effects.  Since a project that increases onsite carbon additionality and increases offsite storage of carbon in wood products is sequestering the maximum CO2 such a result (project) shouldn't be discouraged. This methodology also applies the 20% multiplier to total onsite carbon harvested when the leakage effect is only applicable to the harvested wood products, since all other pools are required to be stable or increasing this over-estimates the leakage effect.  The required onsite stock maintenance or increase takes care of the carbon in the non product portions of harvested trees at issue.  An identical over estimate occurs in the contribution to landfills for those projects that harvest more than baseline.  See Appendix C in 
Section C.4.  This calculation requires landfill deductions even though the project increases wood product production as compared to the baseline.  

We believe further discussion of C.4 and Section 95976 is warranted 
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In both these cases, the verifier could evaluate the project and determine if the project will actually harvest more than the baseline over the crediting period and correctly calculate these contributions.  This decision can be re-evaluated at each 6 year site visit and if need be corrected in the inventory true-up process.

12. Section 95976 of the regulation sets out record retention requirements. 
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Clearly a sequestration project could be allowed to establish a final crediting period baseline plus all offsets credits registered and then enter a monitoring process that would not require maintenance of all the preceding decades of documents.  Of course during the active crediting period these records are necessary, but once in the monitoring period, with no additional revenue cost is an important issue.
1

