
The Case for Carbon
Offsets: A Primer
Carbonoffsetsareemissionsreduc-
tionsthatcomefrom independently
validatedandverifiedprojects.
Examplesmightbemethane
captureatlandfills,wastewater
treatmentplants,mines,dairy,or
livestockfacilities. Itmightbea
reforestationprojectthatwouldnot
otherwisehaveoccurredwithout
thefinancialincentivesofoffsets.

Eachtonofemissionsreductionresultsinone
credit,calledaVerifiedEmissionsReductionor
“VER”involuntarymarkets,orCertifiedEmis-
sionsReductionor“CER”intheinternational
compliancemarkets.Thesecreditscanbe
tradedandusedforcompliancepurposes,or
tosupportvoluntarycorporatecarbonclaims.
Manyfirmsmakingcarbonneutralorgreen
claimsbuythesecreditsasthebasisfortheir
environmentalclaimstooffsettheirown
carbonfootprint.

Today,thecarbonoffsetstandardshavingthe
mosttractioninthemarketplaceare“registry-
based.”Thismeansthattheentirelifecycleof
theoffsetcreditistracked,cradletogravein
aregistrysystem–includingitscreationand
serialization,allcertification documents,all
projectinformation,alltransfers,andthecredit’s
ultimateretirement.Afullytransparentprocess
iscalledfor,andregistriesprovidethatwitha
fullaudittrail.

Inadditiontotheuseofaregistry,highquality
carbonstandardsrequirethattheprojectbe

validatedaccordingtoapprovedprotocols,and
thattheemissionsreductionsbeverifiedaccording
toapprovedmethods.Validationandverification
mustbedonebyindependentandaccredited
thirdparties.Andforthehighestqualityprojects,
validationandverificationstepsmustbedone
bydifferentfirmstoensurethehighestintegrity.
Theseprocesseshelpensurethat theemissions
reductionsarereal,permanent,quantified,
andadditional.

Withthefinancialcrisis,voluntarybuyingofthese
creditshasslowed,tobesure.But thebuyingthat
continuescentersaroundhighqualityregistry-based
standardsliketheCaliforniaClimateActionRegistry
(CCAR)ClimateActionReserve,theGold
Standard,andtheVoluntaryCarbonStandard
(VCS).Someofthisbuyingisfor“pre-compliance”
purposes,becausecompaniesbelievethattheir
earlyactionsmayberewardedorgrandfathered
whencomplianceregimesstartupintheUS.For
example,CCAR’sClimateActionReserveprotocols
arebeingadoptedbyCaliforniaandareexpected
toberecognizedunderthenew WesternClimate
Initiative,whichhasresultedinstronginterestand
adoptionofthesecreditsintheUS.
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Why offsets are important in the US:
OffsetsareimportantinUScompliance
regimesfortworeasons.

First,offsetscanprovideincentivesforemissions
reductionsthatareachievabletoday,butare
outsidethecappedsectorsinacap&trade
program.Protocolscanbe“laser-targeted”for
specificprojecttypestocapturebenefits–both
environmentalandjob-creationbenefits.For
exampleCCARisdevelopingaprotocolfortruck
stopelectrificationtocutemissionsfromidling
bigrigs.Therearemanyotherexamples,andin
factEuropeanprogramsrecognizemorethan
100offsetprotocols.Eachprotocolprovides
anopportunitytoincentivizenewtechnological
advancements,jobcreation,economicdevel-
opment,andthespreadofclean,lowcarbon
technologies.

Second,andmoreimportantly,offsetsmaybe
thesinglebest costcontainmentmechanism ina
capandtradeprogram.Inotherwords,allowing
offsets–either domesticorinternational–will
reducethepriceofbothallowancesandoffsets
requiredforcomplianceincapandtrade.This
benefitseverycorporationregulatedundercap
&trade.Formoreonthis,recommendedreading
istheanalysisbytheUSEPAontheLieberman
WarnerClimateSecurityActof2008which
quantifiesthedramaticcostcontainment
benefitsofoffsetsindepth.

Aswefacethemostseriouseconomiccrisisin
ourlifetime,managingtheoverallcostofclimate
changeprogramswillbecriticaltotheirsuccess.
Ifthesocietalcostsaretoohigh,climatechange
programswillnotmoveforward.Sotheroleof
offsetsincontainingthecostsofacapandtrade
programisessential.Thetimehascometoshift
theconversationfrom“whether”offsetsshould
bepartofcomplianceprogramsto“how”to
makeUSoffsetsworkwiththehighest
integrityandtransparency.

Forfurther informationordemonstrations
ofAPXcarbonmarketinfrastructure,
pleasevisitwww.apx.com or contact
201.222.1422
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