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July 13, 2010 
 
 
Ms. Brieanne Aguila  
California Air Resources Board 
Staff Lead, Offsets in Cap-and-Trade 
 
 
Subject: RRI Energy, Inc. Comments on the June 22, 2010 California Air Resources Board 

(CARB) Workshop on Offsets in a California Cap-and-Trade Program 
 
 
Dear Ms. Aguila: 
 
RRI Energy, Inc. (RRI) appreciates the opportunity to provide CARB with comments on offsets in the 
California cap-and-trade program. RRI is one of the leading providers of electricity in competitive 
markets in the United States and is strongly committed to caring for the environment while providing 
reliable, affordable power to its customers. As a company, we are dedicated to efficiency and 
effectiveness and are committed to taking actions that improve plant efficiency and reduce emissions 
through operational excellence and the development and application of cost effective technology.  
 
As such, RRI would like to present its commitment as a leading industry example of developing 
inventive, market-based answers to energy and environmental challenges.  
 
Offset Project Eligibility Date and its Effect on Offset Supply 
California has chosen to be a leader in tackling climate change at the state level, so CARB undoubtedly 
recognizes that leadership requires a certain level of risk-taking to ensure that the program is practical and 
functional. As such, CARB must better balance, on the one hand, the risk of accepting early offsets that 
were created by progressive companies such as RRI and, on the other hand, aiming for zero risk of 
compromising additionality by setting an unrealistically aggressive eligibility date. 
 
CARB must ensure that offset supply is sufficient enough in the early years of the cap-and-trade program. 
Setting the offset project eligibility date early enough to account for projects undertaken by forward-
looking companies is a first step in ensuring a sufficient supply of offsets. Given that CARB’s recent 
economic analysis of the AB 32 Scoping Plan showed that the full utilization of offsets in the cap-and-
trade program is essential to reducing compliance costs, CARB should make every effort to ensure that a 
sufficient supply of offsets will be available in the early stages of the program for all regulated entities.  
 
Options for CARB in Considering Earlier Offset Projects 
RRI proposes that CARB consider the following options (listed here in order of preference) for including 
older projects in the California cap-and-trade program: 
 

1. Exceptions to the January 1, 2007 Project Eligibility Date: If after careful consideration of 
alternative offset project eligibility dates, CARB concludes that it will not accept projects that 
began prior to January 1, 2007, CARB should nevertheless allow for case-by-case consideration 
of exceptions to that start date. CARB should have a process for offset developers who can prove 



that their projects meet CARB criteria and should be considered as additional.  
2. Separation of Project Start Date from Offset Credit Vintage Years: If CARB will not allow older 

offset projects into the cap-and-trade program, it should allow offset credits from those older 
projects to be used for compliance in the program. In these cases, CARB should allow offsets 
generated by the project in years after the eligibility date to be used for compliance. For example, 
offset credits from a project that began in 2001 should be eligible for use in the California cap-
and-trade program beginning on January 1, 2007. 

3. Credit for Early Action and Early Participation in Offset Projects: In its June 23, 2010 workshop 
on offset protocols, CARB noted that early action credit would only be given to California-based 
offset projects. However, as many companies with facilities in California also operate on a 
national and international level and have therefore sought out cost-effective offset projects 
outside of California, and as climate change is a global—not a local or regionalized—issue, 
CARB should give early action credit to projects outside of the state of California.   

 
In addition to these options for older offset projects, RRI supports the transfer of offset credits developed 
through all versions of CAR’s protocols—namely the Forestry Protocol versions 2.0, 3.0, and 3.1—into 
the California cap-and-trade program. RRI also supports eventual linkage with CAR, so that offset credits 
registered with CAR may be used for compliance with CARB. However, as full linkage of the CARB and 
CAR offset programs may be more of a long-term endeavor, RRI prefers that CARB develop a simple 
transfer mechanism for offset credits from CAR to CARB in the meantime to ensure sufficient offset 
supply in early years of the California cap-and-trade program. 
 
Baseline for Additionality 
CARB has suggested that it may determine the baseline for an offset project using performance standards, 
which would be set so as to reflect California’s regulatory and legal requirements for project 
development. RRI opposes this method for the determination of a project baseline, since it would apply 
California regulations to projects in other jurisdictions, without realizing the benefits of the specific 
regulation in those jurisdictions.  
 
For example, CARB is developing a measure to provide enhanced control of methane emissions from 
municipal solid waste (MSW) landfills. The control measure will reduce methane emissions from MSW 
landfills by requiring gas collection and control systems on landfills where these systems are not currently 
required and will establish statewide performance standards to maximize methane capture efficiencies. If 
this measure is required as part of the baseline for landfill offset projects (even those outside of 
California), no project that captures methane from a landfill will be considered additional in all of North 
America, and the benefits of landfill methane capture would only be realized in California. Instead, 
California can incentivize cost effective methane reductions elsewhere by allowing offsets in jurisdictions 
that do not yet have requirements for landfill methane capture. This should be permitted until such time as 
landfills are regulated in those jurisdictions (in which regulation may very well not be motivated 
primarily by the climate benefit) or the practice of capturing methane becomes standard industry practice. 
 
As a second example, one particular offset protocol in development addresses nitrous oxide (N2O) 
emission reductions from streamlined agricultural fertilization practices. It is customary for farmers to 
regularly over-fertilize certain crops in order to capture the occasional “bumper crop.” This over-
fertilization results in excess nitrogen which is emitted to the air as N2O. In the development of the 
protocol for these projects, it has been demonstrated that for certain crops, reducing fertilizer use results 
in little or no crop yield reduction. Therefore, reducing fertilizer use is a viable option for farmers to 
reduce the GHG impacts from their practices. For this particular project type, and for other projects that 
represent changes in “standard industry practice” that reduce GHG emissions, CARB should allow offsets 
to be generated until these practices are required by regulations in each particular jurisdiction.  
 
 



We look forward to working with CARB on development of this important program. Please contact me at 
(702) 407-4861 if you have any questions regarding this matter. 
 
Sincerely, 
 

 
Brian McQuown 
Senior Air Quality Specialist 
RRI Energy, Inc. 


