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25 July 2011
RE: ARB Cap and Trade “Alternatives”

Honorary Mary Nichols, Chairman
Air Resources Board
1001 I Street,
PO Box 2815

Sacramento, 

CA 95812

To Whom It May Concern:

California has long led the nation in driving policy that is both good for the economy and the environment.  On issues as diverse as energy efficiency and sustainable forest management, California has set aggressive standards while creating opportunities for innovation.  Many other states and nations have followed California’s lead.  History bares out this leadership: while average U.S. per capita electricity consumption has increased by 60% since 1973, California per capita use has remained almost flat, growing by only 14% during the same period.
  Similarly, the state has been a nexus for economic growth and innovation, launching revolutionary industries ranging from film and entertainment, biotech, micro processing and the Internet to being the leading agricultural economy in the country.

The 2006 Global Warming Solutions Act (AB 32, Chapter 488, Statutes of 2006) is another milestone in California’s impressive history of environmental and economic wins.  At a time when America’s international standing has been degraded by a lack of commitment and leadership at the Federal level during the United Nations climate negotiations, California once again led the way.  Cap and trade is an essential, central feature of the Global Warming Solutions Act.  Indeed, it is the confluence of environmental and economic priorities, without which the Act will either fall short of its environmental goals or constrain the state’s economic engine.  Cap and trade offers the prospect of leveraging the state’s economic assets of knowledge, investment capital and innovation to achieve critical carbon reduction goals that will pave the way for the nation and world. 

About Offsetters Clean Technologies, Inc.

As Canada’s leading provider of carbon-management solutions, Offsetters helps organizations and individuals understand, reduce and offset their climate impact.  In 2005, Dr. James Tansey saw a growing demand amongst colleagues and corporations in BC for a dependable source of high-quality offsets; Offsetters was created to serve that need. James is a respected professor at the University of British Columbia who continues to publish on a range of research topics, including social enterprise, climate change and social impacts and acceptability of new technologies.

Based in Vancouver, we’ve grown to a team of 25 with expertise in greenhouse gas measurement, climate change science and policy, renewable energy and energy efficiency, and carbon finance. Offsetters was the official carbon offset supplier to the 2010 Winter Olympic Games, the first in history to be carbon neutral.
Offsetters is investing in California, having opened its first U.S. office in the San Francisco Bay Area in early 2011.  The launch of Cap and Trade in California will enable Offsetters to continue to expand its California based team, and broaden its portfolio of California and other U.S. based carbon offset projects.
International competition

As the U.S., Canada and other nations procrastinate on national and global climate policy, California and its Western Climate Initiative (WCI) partners are in a unique position to help create the second-largest carbon market in the world, leading the way for other regional initiatives.  As the largest economy among its WCI partners, it is important for California to maintain its pole position with WCI members such as British Columbia (BC), with whom the state has a $6 billion annual trade relationship.  California is in negotiations with BC over a range of issues, including energy importing and transmission lines.  A failure to move forward with a regional cap and trade system may put political capital with BC and other WCI partners at risk.  Moving forward with Cap and Trade will help to maintain WCI leadership in California, ensuring growth in policy, market and technical expertise and the ensuing jobs that these functions represent.

California has also been the world leader in venture capital, with investors powering wave after wave of technology start ups.  In the clean tech and renewable energy industries, where we believe markets will dwarf the high tech sectors of the past, California faces vigorous competition.  The U.S. has fallen to third place among nations for clean tech investment, trailing China and Germany
.  As California vies amidst competition from other nations, for companies and investment from the $5.2 trillion global clean energy sector, the successful launch of the world’s second largest cap and trade market will be a boon.

Economic growth

Too many people are focused on the ‘cap’ and not enough people focus on the ‘trade’ portion of the system.  Cap and trade drives economic growth and job creation by enabling investment in carbon reducing technologies and projects.  As a global company, Offsetters Clean Technologies believes that supply chains are created by these investments that would otherwise not exist.  Livestock methane carbon offset projects, for example, activate a supply chain that includes:

· Farm owners

· System engineers and architects

· Anaerobic digestion equipment suppliers

· Organic material supply vendors (i.e. food manufacturers)

· Biogas system suppliers

· Electric utilities (if gas is used to generate electricity or is upgraded for use in natural gas pipelines, it may also be used for on-site electricity generation or as a diesel replacement for use in farm vehicles)

· Carbon offset developers and marketers

· End power users and offset buyers

Forest conservation projects across California generating carbon offsets will create much-needed employment in face of a forestry sector hard hit by the global recession.  Forest owners such as Native American tribes with few alternative revenue streams to logging can develop much needed new revenue.  At a time when both global and local forests are under constant threat, carbon offsets represent the only market-based incentive for forest conservation.  Benefits to conservation forestry include not only GHG reduction, but also biodiversity and watershed preservation.

As cap and trade is implemented, many large final emitters will be better positioned to create surplus allowances for sale into the market.  Investment in these carbon-reducing projects means jobs for Californians and potential revenue for capped emitters.  

A cap and trade system provides investment dollars in clean tech jobs, further supporting California’s fastest growing sector.  From 1995 to 2007, clean energy jobs grew 15% in California, while overall statewide job growth was only 1%
.

Cost containment

A cap and trade system with a robust carbon offset provision increases flexibility and competition among carbon reducing options, thus decreasing costs and reducing the possibility of leakage.  For regulated large final emitters, the price on carbon will be lower under a cap and trade scheme than under the current carbon tax.

The GHG reduction goals of the AB 32, the Global Warming Solutions Act can be reached, while also providing the time and place flexibility of cap and trade.  
Best alternative

Alternatives 3 and 4 as presented in the “Supplement to the AB 32 Scoping Plan”, in addition to presenting the likely pitfall of leakage, also fail to create the tangible economic rewards that a cap and trade system enables.  Turning emission reductions into marketable assets is a proven tool for achieving both environmental and economic goals.  Indeed, the U.S. acid rain cap and trade program of the 1990’s achieved 100 percent compliance in reducing sulfur dioxide emissions.  This program proved that a well-designed cap and trade system can be successful at reasonable cost.  In fact, prior to acid rain legislation, the EPA estimated that the program would cost $6 billion annually once it was fully implemented (in 2000 dollars). The Office of Management and Budget has estimated actual costs to be $1.1 to $1.8 billion -- just 20 to 30 percent of the forecasts.

The time to implement cap and trade is now.  California has a chance to extend its environmental and economic leadership and create a way forward for the region, nation and world.  Faltering now by failing to act or by adopting an inferior alternative to cap and trade will cost jobs, political will and the environment.  As British Columbia’s leading carbon management team, and on behalf of our California based staff, we fully support the cap and trade program and urge the Air Resources Board to move forward with its swift implementation.
Yours sincerely,
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Dr. James Tansey
Offsetters | www.offsetters.com | 604 562 4546 | james@offsetters.ca 

� California Energy Commission (http://www.energy.ca.gov/2009publications/CEC-200-2009-015/CEC-200-2009-015.PDF)


� Pew Clean Tech Investment 2010


� Next Ten, California Green Innovation Index, 2009, p. 70


� Environmental Defense Fund
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