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We are pleased to comment on the State of California’s Climate Change Draft Scoping Plan. The California Air Resources Board (CARB) has done an excellent job in explaining how the state is going to implement AB 32, the landmark Global Warming Solutions Act. A mix of regulatory and market mechanisms will cut greenhouse gas emissions from 596 million metric tons (business-as-usual) to 427 million metric tons in 2020, or 30% from what would otherwise occur. The most important measures will:

· Strengthen energy efficient standards;

· Expand the state’s renewable portfolio standard from 20% to 33%;

· Develop a cap-and-trade program in concert with Western Climate Initiative;

· Implement the state’s advanced clean car and low carbon fuel standards.

We support the broad outlines of the plan. If fully adopted, the plan will continue California’s leadership on climate change policies.

Offset Standards
As a leading carbon offset provider based in San Francisco, TerraPass
 would like to focus on the offsets section of the plan (Section II.C.(3)), pp. 43-45. We applaud CARB’s statements on the important role offsets can play in containing the costs of reducing greenhouse gas emissions. CARB also observes that offsets can tackle sources of emissions in unregulated parts of the economy and help develop new carbon-reducing technologies for a range of industries. 

TerraPass agrees with CARB that carbon offsets – whether for regulatory or voluntary purposes – must be real, additional, independently verified, and permanent. We have experience developing projects that meet these criteria. Our clean energy, landfill gas capture, and dairy farm projects go through a rigorous internal review followed by third-party verification procedures. We use the Voluntary Carbon Standard (VCS)
, which is based on U.N. Clean Development Mechanism (CDM) methodologies, as our primary 

standard for getting offset credits approved. As CARB develops its own rules for the use of offsets, we urge the agency to build on the fine work reflected in VCS.

The California Climate Action Registry (CCAR) offers another useful set of offset standards. However, at present, CCAR has only six methodologies for certifying offset projects compared to 64 with VCS. To build a large carbon market with broad participation, we recommend that CARB adopt as many VCS procedures as possible. CARB should also explicitly give credit for emission reductions secured under CCAR and VCS in advance of carbon caps taking effect in California.   

Gaining the Most Value from Offsets

CARB states that it is considering limits on the use of offsets to meet regulatory obligations. While we understand the interest in having the bulk of emission reductions occur within California, there are also strong arguments for allowing as many offsets as can be found that are of high quality. The nature of global warming is that a ton of GHG reductions in another state or country will have the same environmental benefit as a reduction in California. 
In addition, expansive use of offsets can lead to substantial cost savings. For example, the U.S. Environmental Protection Agency reports in a study of the federal Lieberman-Warner legislation (S.2191) that unlimited use of offsets can reduce carbon allowance prices by 71% compared to its baseline analysis.
 The Offset Quality Initiative (OQI) – a consortium of six respected non-governmental organizations including the California Climate Action Registry – reported recently that any limits on offsets should be based on quality, not quantity. OQI also argues that the offset supply should not be constrained by geography.
 In its upcoming economic studies, we hope that CARB will analyze the cost-savings potential of offsets in implementing AB 32.

Regional Coordination

We are encouraged by California’s leading role in the Western Climate Initiative (WCI), the alliance of seven American states and four Canadian provinces that are working to coordinate climate policies. WCI’s new design for a regional cap-and-trade program offers a helpful framework for California to reduce its carbon emissions.
 In particular, we hope that Mexican states will join WCI. We see many opportunities for businesses in California to purchase offsets from projects in Mexico, which can cut emissions at low cost while strengthening economic development. 

Implementation Schedule

AB 32 sets clear dates for implementing the climate regulations with most rules taking effect in 2011 and 2012. The scoping plan adds more details to the schedule. To the extent possible, CARB should expedite the timeline, particularly the rules for offset projects. A typical project can take several years to become operational. The sooner rules are set, the quicker emissions will be reduced.
New legislative proposals could interfere with AB 32, if not carefully designed. We urge policymakers to recognize that many offset projects are being developed to meet voluntary standards with the expectation that emission reductions will later be applied for compliance purposes. For example, SB 1762 (Perata) in its present form would restrict offsets to a narrow class of projects and thus limit the use of cost-saving offsets in the early years of the regulatory program. If SB 1762 is not amended, CARB should oppose the legislation and if necessary advise the Governor to veto it. In contrast, AB 1851 (Nava) is a more constructive proposal that focuses on helpful disclosures for consumers. We support this bill.

Since our founding, TerraPass has strived for transparency and accurate disclosure in our activities. We publish the project location, summary, standard, verifier and tonnage of each project we include our portfolio. We provide a product content label with each product, providing supplementary disclosures, as well as a money-back guarantee. In addition, an independent auditor verifies that TerraPass has secured and retired offsets in volume sufficient to match customer purchases. We support policy that will bring other offset providers to this level of assurance, disclosure, and consumer protection.
Allowance Auctions

With respect to the auctioning of carbon allowances, TerraPass recommends set-asides for energy efficiency and renewables. Such measures will reward companies for conserving energy and supporting the development of new clean energy supplies. This activity can occur outside of the progress envisioned under Renewable Portfolio Standards (RPS). 

* * *

Thank you for considering our comments. Please let us know if we can assist CARB in its ongoing efforts to write the regulations for AB 32. 

Adam Stern

Vice President for Policy and Strategy

TerraPass Inc.

direct: (415) 692-3412

astern@terrapass.com 
� Founded in 2004, TerraPass is one of the largest consumer-focused retailers of carbon offsets. Over 160,000 TerraPass units have been sold directly on our web site and through marketing partnerships with companies such as Expedia, Enterprise Rent-a-Car and Sam’s Club. One-quarter of our customers live in California, and three of the 22 projects from which TerraPass has purchased offset credits are California-based.


� Voluntary Carbon Standard, November 2007.


� EPA Analysis of the Lieberman-Warner Climate Security Act of 2008, March 2008.


� Offset Quality Initiative, Ensuring Offset Quality: Integrating High Quality Greenhouse Gas Offsets into North American Cap-and-Trade Policy, July 2008. OQI members are The Climate Trust, Pew Center on Global Climate Change, California Climate Action Registry, Environmental Resources Trust, Greenhouse Gas Management Institute, and The Climate Group.


� Western Climate Initiative, Draft Design of the Regional Cap-and-Trade Program, July 2008.
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